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CHAPTER ONE 

Introduction 

1.1. Background 

The contemporary world comprises both afflu ent and poor nations where there is 

a huge gap in their level of development. Though the affluent nations a re small , 

they amass the world's largest resources a nd their c itizens on average lead a 

descent standard of living. The fun ction of the world economy is la rgely dictated 

by policies and economic operations of those nations . In contrast to this fact 

poor nations, which constitute the largest number of countries in the world, 

benefit a small pa rt from the world's economy. Unlike th e people in rich 

countries, c itizens in the poor nations suffer from the different forms of poverty. 

Ta king th e poverty emanated from this unfair distribution of resources a mong 

nations some people coined the phrase "Poverty amidst plenty." It seems less 

likely that th e ga p between the two \Vor ld economies will narrow down in the 

near future (Dean et aI., 2005). 

However, as the classical developme n t economists have expla ined some 

developing countries had brought remarkable economic progress during the last 

few decades whereas a majority of othe rs re main in th e poverty traps of under 

investment, low productivity and extreme poverty (Barrett and Swallow, 2005). 

This positive trend of development portrays th e fact that the poverty scene of 

many contemporary poor countries ca n be c hanged. 

Put differently, some progress has been regis te red in reducing poverty in few 

developing countries over the past two decades. Ma ny more people ha ve s ta rted 

to enj oy a descen t standard of livin g, with ave rage income s in developing 

cou ntries havin g al most doubled on rea l terms between 1975 and 1998, from $ 



1300 to 2500 (1985 purchasing powe r par ity US$). Beh ind this record of overa ll 

progress lies, howeve r, a m ore complex picture of poverty across countries, 

regions and groups of people (Aya lneh ,2002) 

There are different forms of pove rty : absolute poverty, relative poverty a nd 

subjective poverty . Absolute poverty can be viewed as the inabi lity to secure the 

minimum basic needs for huma n s urvival (World Bank, 1990). Lamin (2000) 

define absolute pove r ty as a poverty thresho ld below which living becomes mere 

physical survivaL Re lati ve pove rty refe rs to a state of having less than others. 

The re latively poor a re those whose incomes a re lowe r compared to that of the 

rest of the community even if they a re in a pos ition to secure an adequate level 

for survival (Yoh a nnes , 1996). Subj ective poverty on the other ha nd is defined 

based on the pre mise that peop le are the bes t judges of their own situation and 

that their opinions s h ould ul tima tely be the decis ive factor in defining poverty 

(M ekonnen 1996). 

African Development Re port (2002) explain ed that more than a ny other region of 

the world, Africa n faces some of the most d ifficult development challenges. 

According to the report close to half of th e region's popula tion stile lives in 

abso lute poverty a nd the cO lllin ent rema in s the least developed reglOn. 

Compared to oth e r region s of the world, both th e inc idence and de pth of poverty 

in the continent are high whatever poverty measurement is u sed. For example in 

1998, the rate of poverty was c lose to 50 perce nt. The corresponding rates for 

south Asia, Eas t As ia and Latin Am erica, we re 40 percent, 15 percent and 12 

percent respectively . 

Th e global community agreed on the need for concerted action to redress the 

global problems of pove rty, gender imbalances and environm enta l degradation. 

One of the eight mill ennium Development Goals formu lated was to cut by half 

the pe rceillage of people li,·ing Oil less tha t 51 per day between the year 1990 

and 2015 . Howeve r this goal is prov lll g vcry difficult to achieve in mallv 



developing countri es. Indeed , many countries in Africa have actually experienced 

increased poverty rates and n egative3 per capital income growth s ince 1990 

(Barrett and swalloll. 2005). 

Africa is one of the poverty~str icken places in the world more than any other 

region .Dean et ai., (2005) revealed that close to half of the region's population 

still lives in abso lute poverty. However, there are st ill var ia tions among African 

countries. Countries in Sub~ Saharan Africa (SSA) are the ones that take the lion 

s ha re of poor people In th is part of the contin ent, the poverty picture is very 

gloomy. Both the income and the non ~ income we ll belong measuremen t 

indicators re flect that the regi on stood first from the last. Ayalneh (2002) has 

clearly indicated that 29 1 million people who accoun t nearly 50 percent of the 

regions population live in absolute poverty, just struggling to s urvive on less 

than a dollar a day per person to meet their basic needs. 

Though rich nations a re not devoid of poverty the severity of poverty in those 

rich countries is quite diffe rent from th at of poor countries . Poverty in many rich 

countries is a short term, transitory phenomena unlike poor countries where it 

is long~term structura l phenomena (Dean et ai., 2005).Furthermore, poverty in 

low-income countries is a predominantly rural phenomenon . For example, the 

African Development Re port (2002) pointed out that rura l poverty in SSA 

Countries Contributes more than 60 percent of the incidence of poverty. 

As a number of empirical evidences suggest poverty and livelihood strategies of 

people are highly in te rlinked (Barrett and Swallow, 2005). In many poor 

countries agriculture has remained the pillar of the ir economy, which serves as 

source livelihood & employment for the labor force. Though still agricu lture is 

ce ntral to the economies and livelihood strategies of poor people in poor as 

source foreign exchange, during the last few decades rural households in poor 

countries have witnessed an increasing trend of economic diversification away 

from a predominantly fa rm to no n-farm a nd / or off~farm sec tor (Bryceson, 2005; 

, 
.) 



Ellis 2000; Fra nc is, 2000; Barrell and Swallow , 2005) . Albei t, farming is an 

importa n t constituen t o f house ho ld li ve lih ood s trategie s III poor countries new 

avenues o f o ff- fa rm income gene ra tion ac tivities are beco ming evident. . 

As Tellegen (1 997) has elaborated before the 1970s the rural African economy 

was an a gricultural economy. Howeve r, as he ela borated a fter the period of 

1970s onwa rd s many rura l house hold s have sta rted shifting their economIC 

activities towa rd s the non-farm / off-fa rm ac tiviti es either in combination with 

farming or a s a single of source of live lihood . Howeve r thi s growing trend of 

economic diversification was given little recogniti on from policy makers and rural 

development practitioners. Th ey a ssumed agriculture as the only livelihood 

strategy o f rural house hold a nd impli edly as the only intervention area to 

address rural poverty (Bebbington, 1999 ; Dean et a I., 2005; Escobal, 2001). 

However, currently this increasing trend of shift in economic activity has started 

draw the a ttention of policy makers a nd development practitioners as an 

alternative a venue opened to address rura l pove rty and /or to bring rural 

development. The conventiona l sec tor based approach, which assumes 

agriculture a s the only area for rura l deve lopment intervention became less 

realistic (Bebbington, 1999; Elli s , 2000; Masefield , 2001; Escobal, 2001). 

This is one of the paradigm shifts in th e rural development discourses . Hence in 

the contemporary poor world, livelihood diversification vis-a.-vis rural poverty 

reduction become,s a central theme of discussion (Ellis, 2000, Scoones 1998; 

Carney; 1999). Especially the strong desire to address poverty among the 

international community has brought livelihood di versi fi cation a t the center of 

rural pove r ty reduction and development age nda (Barre tt and Swallow, 2005), 

Howeve r , the questio n a ri ses whethe r a ll li velihood diversifica tion necessarily 

taken as a panacea for rural poverty reduction. Of course, there a re some 

con tras ting views and empiri cal evide nces across regIOns a nd countries 

regarding th e effec t of livelihood diversification on rural poverty reduction. In 
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some instances livelihood diversification was found to be means of wea lth 

accumulation particularly among beller-of rura l households and in other 

situations it is used as a mere su rvi val s trategy by poor rural households (Ponte, 

2002; Ellis, 2000; Reard on, 1997; Lanjouw, 2001). That IS livelihood 

diversificat ion for the poor and for the rich has vari ous implication s . Then, the 

question of what could be the relation s hip between rural poverty and livelihood 

diversification a nd why a differe ntial impact of livelihood divers ification among 

poor and better off households remai ns as an importa nt area of d iscussion. In 

the live lihood literature th e close r examination of the pover ty and asset 

dynamics a nd the consequent live lihood diversification is given due emphasis. 

Beyond the in come or con s umption based definition, literature on livelihood 

interprets poverty as lac k or limited asset endowments. The idea is that 

h ouseholds or individuals with low or no assets are considered as poor .This 

limi ted asset base a ffects their livelihood strategy which in turn has a far 

reaching implica tion on their livelihood s trategies . The poor engage more likely 

in low retu rn ac tivitie s and unable to come ou t of poverty traps (Ba rrett and 

Swallow, 2005). 

Assets are considered as bui ldin g bloc ks upon whic h the different live lihood 

s trategies are conditioned (Reardon et aI. , 2000; Ayalneh, 2002). Asset 

endowme nt frames th e type of live lihood s trategy of households and possibly the 

amount of income generated through the activity . Households or individua ls 

with large assets a re consid ered as wealthy and have a greater ability to engage 

in or to diversify into lu crati ve off-fa rm activities. Yet the opposite happens to the 

poor. Thi s is where a pove rty reduc tion interventio n s hould begin with in a way 

that can he lp th e poor augmen t thei r assets so that they can have the capacity 

to engage in better rewarding ac tivities (both the farm and the non ~ farm 

activities) an d Impmve their- ,,·ell-being (Barrell a nd Swallow, 2005; 2002; Swift 

and Hamilton, 200 1). 

) 



Generally assets are determinants of livelihood d iversi fication but having 

differential effects on livelihood strategies of rural households (Barrett et al; 

2001). The most important assets, which a re widely discussed in the live lihood 

literature, which causes a difference on rural livelihood, include the following . 

> Human capital (education, skills, knowl edge, health etc) 

> Financial capital (saving, c red it , income, livestock etc) 

;,. Natural capital (land, forest, water etc) 

);> Physical capital/road . irrigation, e lectricity and other infrastructures 

;,. Social capital (social ties, supports, trust, networks etc (Scoones, 1998; 

Ellis, 2000; Carney, 1998; Swift and Hamilton, 200 1). 

Here the argument is that households or individuals that have better access and 

control over the various assets can engage in rewarding activities and can bring 

a positive difference in their living. They can generate better income and thereby 

ensure their food security and come out of poverty (Swift and Hamilton, 2001; 

Barrett and Swallow, 2005) . Based on the asset endowments, literature on 

livelihood classifies rural households in a di stinct way. According to this 

argument rural households are not homoge nous groups. Rather some 

households have large assets a nd are rich farmers while others have low assets 

or are poor farm ers. I t also indicates that rural households rely on non-farm 

activities in making their living, which implies that, there are multiple sectors in 

the rural economy besides fa rming. Therefore, accord ing to this perspective rural 

households have a d ifferent ability to engage in rural livelihoods and rural 

livelihood does n ot necessarily mean farmin g a lone (Escobal, 2001; Barrett and 

Swallow, 2005). 

For this very reason , in the contemporary development forum building the asset 

capacities and supporting the various livelihood stra tegies of rural poor which 

they want to engage in is found to be more appro priate and feasible way of 

addressing rural poverty .The monolithic sector based approach that proposes a 

package of external inputs to increase agricultural productiv ity does not always 
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fit to the livelihood strategies of a ll rural households (Barrett and Swallow, 2005; 

Masefield, 2001; Belaineh , 2002) . 

Among the various interve ntions that can be designed in build ing the assets of 

household s may include: provision of pub lic infrastructures (s u ch as road a nd 

te lecommunications) and build ing human capital throu gh tra inings a nd 

education . Once these mediums are created, people will purs u e the type of 

live lihood strategy whi c h they have a comparative advan tage . Hou seholds that 

have large land size a nd livestock may choose to rely on fa rming while 

households with bette r education and entrepreneurial s k ills could d iversify their 

economic ac tivities towards off-fa rm or non -farm ac tivities (Alemneh, 2003; 

Scoon es; 1998; Reardon et a I., 2000; Bryceson, 2005). Through this process 

some hou seholds could leave agr iculture and engage in off-fa rm activities which 

in turn might reduce the pressure on land and other natural resources. A 

vibra nt off-farm economy ·can a lso have a positive back-ward and forwa rd 

lin kages with the agricultural sector and on the overall growth of the ru ral 

economy (Mu lat and Tefe ri ; 1996). 

The Ethiopian Economy and Policy Environment 

The Eth iopian economy large ly dependents on the agricu ltu ra l sector where the 

contribution of the sector to the country's economy in te rms total GOP, as 

source of employment a nd foreign exchange currently stood at 50, 83 and 85 

pe rcen ts respective ly ( Workneh, 2005; Getnet, 2005). 

It seems based on th e ra tionale that the sec tor has m ul ti -various roles in the 

country's economy, th e cu rren t governme11l ha s given priority to the growth of 

the agr icultural seClOr and envisaged to bring long term developmen t via it. 

However, th e irony is that the sector has s hown littl e progress during th e last 

fell' years. Oegefa(2005) argued that in co ntrast to the government's strong 

co nviction to brin g rural development and ensure the well -bei ng of small holders 
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the last two decades we re a period of downward spiraling in the well being of the 

people and in the words of Ra hmato th is is what is called "agricultural 

in vo luti on." 

In similar vein, the World Bank Report (2005) asserted that during the last 12 

years on average agricultural growth in th e country was 2 .2 percent against the 

population growth rate of 2 .6 percent. This ind icates that population growth has 

out passed growth in agricu ltural production. The agricultural production has 

fa iled to keep pace with the rate of population growth . The report also predicts 

that without labor mobility across sectors the pover ty incidence in the country 

by 2015 will be 36 percent "which is similar to its 2004 level and slightly less 

than 1990." 

Bird 's eye view of th e poverty and food insecurity pictu re in the country could 
, 

reflect the fa ct that th~ s mall holder farming in Ethiopia could not co.ntinue as 

single source of livelihood for the growing population.Though poverty is a multi­

dimensional issue, by any standard E thiopia is on e of the poorest countries in 

the world. According to World Bank (2005) health and poverty report the 

country's per capital GNP is US$100 against the average SSA countries' per 

capital GNP (US $ 5080) . The report indicates that mi llions of Ethiopia n s are 

trapped in abjec t poverty and will continue to li ve in absolute poverty. 

Its s pa tia l distribution a lso reflects that poverty in Ethiopia is more rampant in 

rural areas wh e re about 83 percent of the country's popu lation live. From the 

to tal rural and urban population about 45 and 37 pe rcen t respective ly lives 

below the poverty line (1 $ per a day) . Moreover, pove rty is much sever and 

deeper in rura l areas as compared to urban settings . On average the incomes of 

rural and urban poor is far from the absolute poverty line (i.e. US $ 1 per 

individua l per day) by 12.1 % and 10 .1 % respectively (Tasew, 2004). However, the 

idea of poverty goes beyo nd mere 1I1come or econo mic depri vation . It 

encompasses a I.vide range of social, political, environmental a nd cu ltural issues . 
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The picture on these dimen s ions of pove rty is not quite different from the income 

pove rty indicators. 

Recent empirical ev idences on social deve lopment indicators revealed that 

Ethiopia is still among the least performing countries in SSA countries a nd the 

complexity of the situations make poverty worrisom e. For example, World Bank 

(2005) Health and poverty report s hows that access to improved sanitation stood 

55 perce nt in SSA countries again s t the 15 perce nt in Ethiopia similarly the 

report indicates that roughly 24 pe rcent of Ethiopians have access to improved 

drinking water in contrast to SSA countries 55 percent. Facts on life expectancy 

a nd literacy rate are not different from othe r poverty measurements. Life 

expectancy for Ethiopians on ave rage is 42 years against the SSA 46 years. 61 

percent of Ethiopians are illi te rate whi ch is much higher than that of SSA 

average of 39 percent. Other e mpirical findings conducted using qualitative 

participa tory techniques revea led th e same fa ct that· the poverty s ituation is 

getting worse and worse in the co untry ( Ya red, 2002; Degefa, 2005). 

The food in secu rity situation that has strong associa tion with poverty is the 

othe r bad sce na rio, which the nation is known for. Although the figure varies for 

different years and places, every year about s ix milli on Ethiopians need food aid 

(Degefa, 2005). World Bank (2005) a lso estimated that half of the country's 

population is found to be food insecure of who dispro portionately are found in 

rural areas . Th e poverty and food in secu rity problems generally emanate from 

the structure of the economy . In Ethiopia the gro\\'th of the agricultura l sector 

that is co nsidered as the pill a r of the econ omy, is curtailed by insti tutional, 

huma n, natural and other related factors. That is high population pressure, 

environme ntal degradation , law techno logical ado ption , Improper rural 

insti tuti onal sell ing imperil the performance of the smallholder agriculture 

(Tasew, 2004, Senai t , 2002 Tesfaye ,2003). 
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Hi gh popu la tion growth and the concomitant reduction in land holding coupled 

with asse t depl etions a t household levels and the recurrent d rought a ll pu t the 

agricu ltu ral sector in a pl-ecarious position (WB, 2005; Mulat, 200 1 Ayalneh , 

2002: Masefield, 2001; Yared, 200 1 ; Demissie a nd Workneh,2004). 

Al emneh (2003) pa rti cu larly indi cated that the s mal lholder agriculture in the 

highlands of Ethiopia lS cau ght ltl the "pove rty, food insecuri ty and 

environmenta l degradat ion traps". He claims that in such scenario absorbing the 

growing extra labor becomes a formidable challenge for the country. 

The la nd hold ing s ize which rura l household s depend on in ma king their living 

has a lready fa llen below the mltl lmum threshold (Ma sefield , 2001). Due to the 

eve r-ltlcreasm g rural labo r the mos t fragile areas are be ing converted to 

farm la nd s . S ti ll unde re mployment a nd unemployment is escalating. However , 

this would n ot mea n that the rura l livelihood pa th is on the verge to be closed . 

Rather in such a sce nario the off-farm and non -fa rm activities can be taken as 

a n addition al or a lternative source of employment and income source and as a 

route out of poverty . From these activities an additional incom e can be generated 

.This can help address the problem s of food insecu ri ty and poverty a m ong ru ra l 

household s whose inco me from fa rming become meager (Mula r a nd Teferi, 1996; 

Mulat , 200 1). ,P,.. s Demissie a nd Workne h(2004) discussed, th ough fa rming is the 

dom inan t form of livelihood due to both pull and push facto rs rural 

hou sehold s partic ipate in variou s types of off-farm ac tivities. There fore , both the 

fa rm and the off-fa rm sec tors can be promoted s imu ltaneous ly so tha t th ere can 

be positive synergy in the rural eco nomy. Curre ntly, livel ihood d iversification is 

increasingly bein g app reciated as the most important entry poin t to address 

rura l poverty and food insecu ri ty (WB, 2005) . 

However , the l-easons for livelihood diversifica tion are qu ite diffe rent among 

differen t households. Some households dive rsify fo r distress reasons while 

others for accumulation purposes. Consequently the effect of livelihood 
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dive rs ifi cation is different among different households. It could . be employed as a 

mere survival strategy or a means of wealth acc umulation (Ellis, 2000; ponte, 

2002; La njouw, 2001) . Therefore, live lihood d ive rsifi cation may no t necessari ly 

lead to improved well -be in g. 

In its b roade r sense livelihood diversifi ca tion is fra med or determined by a range 

of socio-eco nom ic factors a nd it var iou s from regio n to region or from household 

to hou seh old . Th erefore , it see m s crucia l to scru t inize the determinants of 

live lihood diversification amo ng rura l hou seholds. Especia lly in the poorest 

coun tries , like E th iopia, whe re the agric ul tural sector is becoming less via ble 

identify ing the determ inants o f live lih ood d ivers ification a nd enhancing the 

s u staina ble live lihood dive rs ifications that migh t ha ve pos itive effects on the 

li ve s of the people and th eir physical envi ronme n t seems a time ly issu e . 

However , the ru ral development polici es Of Ethiopia n governmen t is genera lly 

anti -liveli hood di ve rsification. According to Ellis (2005) the ru ra l development 

policy of the government rather "tra ps peopl e in agricu lture". In th is rega rd the 

la nd tenure policy is ra ised as a typical exam p le. If farme rs left their la nd for 

about 3 or 4 months in search of livelihood in other areas their land would be 

taken and reallocated to oth er people by the local a uthori ties (Mulat, 2001). 

The food security or poverty red u ction strategies put emphasis on the role of 

agricul tu ra l sec tor and give li ttle room for livelihood diversi fication outs ide 

farmi ng (Yared, 200 1; Mulat 200 1; Ma se field , 2001; Ta sew, 2004). 

The govern me n t adopted Agricu lture- Deve lopment- Led Industrializa tion (ADLI) 

as a lon g-term devclopment st rategy. Th is strategy IS based on the theoretical 

underpin ni ng o f the classica l a u thors where growth 111 the agri cultu ra l sector is 

expected to have a trickle-down effect on othe r sectors of the economy. The 

agr icultural sec tor is expected to serve as a big pus h for the rest of the economy 

(Senait, 2004; Tasew, 2004 ; Degefa, 2005; World Ba nk, 2005).The government 
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wants to realize this objective by in creasing agricultural productivity through the 

provision of a package of exte ns ion service s (Tasew, 2004; Senait, 2002) 

However , paradoxically so far the strategy has benefited better productive 

potential areas and the relatively better-off rural households a nd it is against the 

poorer house holds a nd resou rce deficient a reas (Senait, 2002; Yared, 2001 ). 

Gen era lly this pro- agriculture policy has created a vacuum o n the growth of the 

off-farm sector (Belaineh, 2002; Ya red,200 I; Mulat, 200 1). In contrast to the 

experiences of other countries on the positive ro le of live lihood diversification , in 

Ethiopia the sector is not yet well recogn ized. For example in many Asian and 

Latin Ame rican countries livel ihood diversification becam e a n important source 

of employment and income for the rura l people especially for the landless 

households (Reardon et a I. , 2000: Lanjouw ,200 1) 

1.2. Statement of the Problem 

Although poverty reduction has remained long as a ce ntra l deve lopment agenda 

a mung successive regimes in Ethiopia , thc poverty a nd fo od insecurity situation 

has been escalating. Poverty and food insecurity become an e ndemic feature of 

th e nat ion tarnishing its im age in the internat ional a rena. Differen t policies and 

strategies had been a ttempted by diffe rent regimes to mitiga te pover ty and food 

insecurity and to brin g sustainable development in th e country. In the discourse 

of im plementing those policies and strategies, the focus of choice, as a leading 

economy, was between the farm and industria l sectors . The policy choice seems 

dichoto mized between these two convention a l economic sectors. The role of the 

off-fa r m sector in rural a reas is not siven due attention by pol icy makers. 

Currently , the Ethiopi a n government aspires to achieve development by u sing 

the agricultura l economy as a s pringboard to bri ng growth in other sectors of the 

economy that is in lin e with the tradi ti onal a pproac h. Cognizant to th is , the 

govern men t has adopted Agri c u I ture Deve lopmen t Lea d I nd u s trial ization (A D LI) 
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as a devel opmenl slr,llcgy_ Gr()\qil ill ag ricullural SCeLor is expected to fuel 

developmelll in llll' ()I-cra ll econom ,-_ HOllcve r , the gro ll-ing poverty trend in the 

coumry and the unclue reliance on the ag ri cullural sector demands th e need 

for searching olher allcrndti,-c li,-,' Iihood approaches _ In th is regard, lhe 

potential of the hilherto negl ecled oCf-farm sector need La be search ed out and it 

s hould be given due pol icy support 

Although polic ,- makers a n d deve lopmenl p ract itioners did not properly conceive 

it, different empiri cal evidences indicale that rural househo ld s in Ethiopia eke 

their living from divnsified ofC-farm in co me sources (Tesfaye, 2003; Mulat and 

Teferi, 1996; De rcon a nd I,r ishnan, 1996)_ Thi s tes lifies the fact that ru ra l 

live li hood does not sole ly base on a single fa rm sector_ Instead, rura l economy is 

dive rs ified _ 

Furthermore, the de lerminanls of livelihood diversificat ion a re on e of the leasl 

resea rch ed lhemes in the rural developmcnt discourse in Ethiopia_ Both the idea 

of multiple livelihoods and the fnnors beh ind livclihood divc rs ification are nOI 

g ive n due allen lion both in lhl' dc,ldcmic \Vo rl d anci among rural development 

policy makers_ Since live lih ooci riiH'rsificatio n cou ld be drive n by both push and 

pu ll facto rs, identification of the cielermina nts of li '-elihood diversification ha s a 

pa ra m oun t imporLance In the cnciea,'ors of clc si~ning feas ible li velil llJtld~_ 

Therefore, thi s stucly \Vas in ili'llt 'd It ' fill Ihe some of lhese gaps a nd to attempt 

La clra ,,- 11ll' ,1llCnlions of lourei! clc'-clopment practitione rs a nd policy mak e rs 

lowards the Importance of li n'liho()(1 rii,-crsi fi cal ion_ 



1.3. Objectives of the Study and Research Questions 

General Objective 

The general objective of this study is to examine determinants of rural livelihood 

d iversification towards off-farm activities taking the case of Basona - Worana 

Woreda of North Shewa Zone. 

Specific Objectives 

'r To assess the livelihood strategies of rura l households 

., To explore the incom e share of off-farm activi ti es 

» To examine th e role of socio-economic charac teristics of households in 

livelihood diversification 

» To draw policy implications 

Research Questions 

);> What is the role of market and road d istance? 

r Does a ccess to credit a nd extension servIces affect live lihood 

diversification? 

r What is the effect of farm size, livestoc k, family size and other assets on 

livelihood diversification? 

);> Does gender, age, educational level of head hou sehold matter on 

livelihood diversification? 

1.4. Significance of the Study 

The study is hoped to shed ligh t on the importance of livelihood sources other 

than farmin g. It would in dicate the importance of livelihood d iversification 

among rura l development planners who so far remain highly obsessed in the 

hitherto sectored approach towards rural development. Growing evidence 

indicates that rural households have been diversifying the ir economic activities . 

But this growing trend should be harnessed positively . This in turn ca lls the 

need for creating enablin g mediums that can encourage sustainable livelihood 
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diversification. In this regard, identifying the determinants of livelihood 

diversification 111 the \\ ol'ecla would be impor tant in designing livelihood 

diversification inte rvention. Th e study would a lso highlight the need for 

d esigning tailored and context specific in te rve ntion tha t can match to the 

capacities of rural households and realities of different locations. 

1.5 Scope and Limitation of the Study 

Scope of the study 

The findings of this study are time and place bounded. This is because, 

livelihood assets and strategies are highly context specific. Findings from this 

study are, thus, mainly true for the study area. Since data was collected at a 

given point in time the generalizations made in this study refer to circumstances 

under that particula r time . Furthermore, the assessment of determinants of 

livelihood diversification is mainly confined to the asset portfolios of rural 

households .It does not treat the effect of institutional factors and trend analysis 

in which literatu re on livelihood diversification deals extensively as important 

factors in causing livelihood diversification. 

Limitation of the Study 

Data collections for this study largely depend on survey method which helps to 

gather information on quantifiable variabl es, not much on qualitative data. 

Househo lds may noL a lso be as suc h open LO te ll their assets for fear of taxation 

or for some other reasons . For that matter, th ey might provide inappropriate 

information on their income and other house assets . Hence, this can have some 

limiting factor s on the outcomes of the study. 



1.6. Organization of the Paper 

The paper has five chapters. The first chapter deals with background, statement 

of the problem , a nd objective of the study, research questions, s ignificance and 

scope a nd lim itation of the study. The second c ha pter discusses the conceptual 

and empirical li te rature part. The third chapte r focuses on the resea rch 

methodology. Th e fourth chapter presents background of the s tudy area and 

findings and discussions. The last cha pter highli ghts on the conclusions and the 

ways forward. 
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CHAPTER TWO 

Review of Literature 

2.1. Concepts and Definitions 

This part of the paper briefly deals with some important concepts a nd definition s 

that are widely discussed in the livelihood literature. 

Livelihood: There is no sta ndardized or commonly agreed de fini t ion of the term 

livelihood. But its dictionary definition refers to a "means t o a 

living" (Ellis , 2000). 

In a broader sense li ve li hood is de fined as foll ows: 

Livelihood comprises the assets (natural, human, physical, 
financial and social capital), the activities and the access to 
these (mediated by institutions and social relations) that 
together determine the living gained by the individual or 
household (Ellis, 2000). 

Livelihood Strategies: refers to routine and complex set of ac tivities of people 

a nd house holds under taken to make a living (Sano, 

1996 cited in Ponte, 2002). 

Livelihood Diversification: - implies when house holds construct a diverse 

portfolio of activities , become increasingly involved in 

th e off-farm sector a nd increase the s hare of tota l 

income generated from off-farm activ ities (Ponte, 20002 ). 
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2.2. Theoretical and Empirical Literature 

A glance of literature on ,-u ral livelihood in rece nt years reveals that two 

contrasting events are undergoing in th e livelihood strategies of rural households 

in many poor countri es . The first scenario is that farming has shown a declining 

trend, fo r variou s reasons , to continue as a main source of livelihood for many 

rural households . On the olher hand, there is growing evidence that involvement 

in various off-farm or non -farm activiti es and the share of income from these 

sources has been increasing in the income portfolios of rural households 

(8ryceson, 2005; Elli s, 2000; Meindertsman, 1997). A growing body of literature 

emphasizes the existence o f multiple live lihoods that are quite d ifferent from 

agriculture centered li velihood stra tegies. Rural livelihoods are being increasingly 

directed to non -farm a nd off-fa rm activiti es. 

According to Ellis and Allison (2004) the main driving factors for the reduction of 

the agricultural sector and the plorification of off- farm livelihoods include: 

,. The reduction of farmla nd below the threshold level; 

> The inability of the yOllng~r generation to get land due to 

continuous land division to continue farming as their occupa tion; 

., Poor agricultura l performance or low agricultura l yield; 

,. Price flu ctuation of agricultural products both at the internationa l 

and local market level e tc. 

However, the extent of diversification and the income share from these ac tivities 

vary from country to country or from region to region. For example in Sub­

Saharan African (SSA) 30 to 50 perce nt of rural households ' total annua l income 

comes from the non-fa rm sector a nd for the Southern Africa the figure goes up to 

80 to 90 percent (Swifl and Hamilton, 200 1) and for that of Latin America 40 

perce nt (World 8 a nk ,2005). This is quile opposite to the common ly held view 

thal rura l hou se hold s obtain thei r live lih ood mainly, through not exclu s ively , 

from farming. The rural off-farm/non -fa rm sec tor serves as a n important 
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employment source for th e rural labor as \Vell. The World Ban k (2005) indicated 

that as a proportion of total em ployment in rural a reas non -fa rm employment 

ave rages approximate ly 25 perce nt in La tin America as compared to 44 percent 

in Asia. More commonly as the available data re Oects it seems n atura l that rura l 

hou seholds construct their livel ihood from a diverse set of off- fa rm / n on-fa rm 

income sources a long with farming. 

Meindertsman (1997) pointed out the inseparability of th e fa rm a nd the off-fa rm 

ac ti vit ies for ru ral households s tating th at for many household s both the fa rm 

and the off-farm ac tivit ies a re no t twe c!is t inct worlds but one continuum. In 

s im ila r vei n Barrett and Reardon (2002) a rgued that it is uncommon to see tha t 

"rura l household s genera te all their income from a s ingle act ivity or accumula te 

a ll their wealth in a form of single asset or alloca te a ll their assets in ju st one 

ac tivity". Thus live lihood d iversification is a "norm" . Hence th e conventiona l 

sector based approach , which assumes farmi ng as th e only sec tor , a nd fa rmer as 

the on ly rural actor does no t ho ld true (Bebbington , 1999; Meinderts ma n , 

1997).Th is growing trend of li ve lihood diversifi cation has s ta r ted to draw the 

atte n t ion of policy ma kers, deve lopm ent practitioners, academicia n s etc for the 

fact that it d ivul ges a n extra a lternative , besides farm ing, in the endeavors of . 

des ign ing rural poverty reduction o r developmen t inte rventions. 

Rural Live lihood Strategies: Genera lly , the different live lihood s tra tegies tha t 

a re open for ru ral households are categorized as fo llows. 

I. Farming- thi s is a ty pe o f live lihood strategy whe re people ge t their livelih ood 

e ither from growing crops or from a nima l rearing or use the 

combination of both. 

II. Live lihood dive rs ification- th is refers to a ty pe of live lih ood strategy when 

rura l h ouse holds participate in a va r ie ty of off-farm activities 

eithe r in combination of farming or as an exclusi ve source of 

liveli hood. 
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III. Migration- it refers to when people migrate e ither temporarily or 

pe rm a nen tly away fwm th eir place of origin to other places 1I1 

search of the ir li ve lih oods (Scoones, 1998; Swift a nd Hamilton , 

2001). 

Parallel to these live lihood s trategies, rural income is also classified in different 

ways. Since in mos t cases diversification is con s idered a s income maximization, 

income stabilization, or both , income is an important variable for study (Ellis, 

2000). Income can be cash or in kind cash -equiva lent y ield from a households 

assets. Incomes are classifi ed by their sources. The most commonly used terms 

in this regard include: off-farm, non -farm , non-agricu ltural and non -traditional 

(Barrett and Rea rdon, 2000).Almos t similar di s tinction of income source 

classification s is farm , off-farm and non -farm. 

Farm Income - thi s inc ludes both livestock a nd crop income and comprises both 

con sumpti on in kind from fa rm output and cash obtained from 

sale of crop and lives tock. 

Off-farm Income - th is refers to wage or exchange labor on either farm s (i.e. 

within agricultu re). It a lso in cludes labor payment in kind. 

Income, generated from local environme n tal resources such as 

sale of firewood, Charcoal, house building materials , wild plants 

etc a re part of off-farm inco me . 

Non-farm Income - This in c ludes non-agricu ltural income source such as 

Income from wage or salary payment, rural self-

employmenl / bus iness, rem i ttance , other transfer (pension) etc 

(Ellis, 2000). 

Rura l household incom e is a lso classified on different basi s such as 

(a) Sectoral (farm VS non -fa rm) 

(b) Function (wage VS self em pl oy ment) 

(c) Space (local VS migratory) (Ba rre tt and Reard on, 2000). 

Thus, there is no h ard and fas t rule o f class ifying rural income. In this study the 

off-farm and non -farm in co me is cons idered as one part of against th e fa rm 



inco me off- fa rm a nd non -farm income is co ns ide red as income u sed by 

dive rsifier househ old s . Ho\Veve r , fa r-m in co me can be u sed by non -diversifier 

househ old but not exclusive ly. 

There is n o con se nsus among di fferen t a uthors both on the causes and 

con sequences of livel ihood d ive rs ification . In som e circumstances livelihood 

dive rsificatio n seem s to be associated with some push factors where rural 

hou se hold s use it as a survival s trategy . In co ntrast to this fact rural households 

also diversify their eco nom ic ac t ivi ties with ra tiona l calcu lation of the returns. 

Different authors coined var io us te rms to explain these contrasting reasons for 

divers ification such as necess ity ve rsus choice or survival vis-a.-vis accumula tion 

(Ellis , 2000; Ponte, 2002 ). 

Necessity or survival re fe rs to a s itu a tion when people are forced to engage in a 

variety of off-farm activiti es involunta rily for the rea son that previous livelihood 

strategies h a ve fa il ed or u nable to fulfill curren t need s . It is poverty induced 

livelihood diversifi cati on whe n people use it as a las t resort. It is unsustainable 

ty pe of dive rs ifica t ion . Typica l example fo r suc h kin d of livelihood diversification 

include s se llin g of firewood or ch a rcoal. It can be used a s ex-ante or ex-pos t risk 

reduc tion (Ellis , 2000; Bar rett e t a i. , 2001 ; La nj ouw, 2001). Some other factors 

also can cause these ty pes of di s tressed livelih ood diversification including: 

continuous fragmentation of la ndho ld ings and soil degrada tion that can result in 

low agricul tu ra l prod uctivity and in come (Reardo n e t a i. , 2000; Bryceson, 2000; 

Elli s, 2000). 

Othe r man -m a de or na tura l ca la miti es such as nooding, drough t or civil wa r etc 

that resul t in the di s location an d abandonment of p revious live lihood stra tegie s 

and as sets o f hou se h olds a lso cause those un via bl e types of livelihood 

d ivers ifications (Swift and Hamilton , 200 ] ; Scoo nes, 1998). 
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On the other ha nd c hoice or accumulalion impli es when people d ivers ify thei r 

economic activities lowards lucrati ve off-farm/ non -fa rm ac tivities . This depends 

on the ability or capacity of people to iniliate a nd run th e business. This type of 

li velihood dive rs ification is being employed mainly by better-off or wealthy rural 

households who have adequate income, better edu cation , etc (Ellis, 2000; 

Barrett et a I. , 2001) 

Effect of Livelihood Diversification 

The literature on livelihood diversification offers qu ite d ivergent perspectives 

regard ing the role of livelihood diversification in improving rural well-being .The 

proponen ts of li velihood divers ification emphasis the positive contribution of 

li velihood diversificat ion. Accordin g to Ellis (2000) and La njouw (2001) the 

con tributions of livelihood divers ification include the following: 

v' I t h elps to spread ri sk and reduce household vulnerabi li ty. 

v' It he lps to broaden household income base and increase household 

resilience. It helps to reduce in com e poverty and to ensure food security. 

They mainta in the view that liveli hood divers ification improves livelihood securi ty 

a nd capabi li ty of households. Especially in the con text where fa rming has fa iled 

to serve as live lihood strategy they propose livelihood dive rs ification as a n 

al terna tive liveli hood option. Th e refore, it IS proposed that live lihood 

d ivers ification s hould foster and polic ie s that address con s traints to 

d ivers ification should be put in place (Ellis, 2000). 

a.-e. 
On the othe r hand thel-e1some people who a rgue that livelihood divers ification IS 

not n ecessari ly a means of improvin g well -being . Th ey argue tha t rural- RNFE is 

high ly diverse and the returns likew ise are highly variable . Some off-fa rm 

ac tivities ca n ge nerate lucra tive retu rns yet others will provide only meager 

in come that has o nly surviva l va lu e . There fore, livelihood d ivers ification does not 

inherently lead lO live lihood improvements (Swift an d Ham ilton, 200 1) Livelihood 

diversificalion ca n be both a positive and negative adaptive livelihood 



Determinants of Livelihood Diversification 

Th e portfolio theol-y, which much of the diversification literature IS drawn from, 

emphasizes assets as the most important variables in the study 0 ;" livel ihood 

divers ification (Barrett and Reardon, 2000).Albeit , factors at macro level can 

affect livelihood s trategies or livelihood diversification, more specifically 

live lihood diversification is determined by the asset holdings of hou seholds a nd 

other publicly provided assets a t mic ro or me so levels (Ba rrett and Reardon, 

2000). 

In fact various empirical evidences revealed that s pecific assets h m'e different 

effec ts on live lihood divers ification in different areas a nd a m ong different 

household s. As those empirical evidences indicate access to transport, market 

and related infrastructures, availability and access to credit, total household 

income, land or livestock s ize, family labor , sex and educational s tatus of head of 

the house hold etc are some of the determinants of livelihood diversification. 

While differential acces s to t.hese rf' sources that are necessary to diversify 

live lih ood gives ri se to diffe rent ways in whic h household s di vers ify their 

livelihoods. These factors can eithe r inhibit or fac ili tate the process 01 livelih ood 

d ive rsifi cation (Ayal neh, 2000). 

Ba rrett a nd Swallow (2 0055) found ou t that households who own adequate land 

in relation to their fami ly labor opt to depend on farming while other households 

with better education, skill or good financ ial capital diversify into business 

rela ted activities. 

In th e study of the dete l-min a nts of live lihood dive rs ification 111 six n.:.ral villages 

111 Indi a Anderson a nd Desh ingkar (2005) found an 111verse-u shaped 

relation s hip between land and live stock s ize of households a nd tlw> livel ihood 

diversifi ca tion but a negative re lationship betwee n remi ttance an e live lihood 

diversi fica tion. 
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Reardon et al. (2000) found a positive re la tionship between the share of non ­

farm income in the one h a nd a nd tota l household income and/ or land on the 

other hand in Africa, yet negative associa tion in much of Latin America and 

mixed results in Asi a . Th ey also indicated the double effect of access to improved 

infrastructure and the growth of towns on livelihood diversification on poorest 

section of households. This is because improved infrastructure and growth of 

rural towns may either inhibit or facilitate the poor from participating in off-farm 

activities due to competition. 

Education, sex, age, family labor, financial capital, also proved to be among the 

determinants of participation in off-farm activities. In most cases evidence 

suggests that education or adequate financial capital facilitate access to better 

remunerative off-farm activities, the effect of sex is seem that women face entry 

barriers to rural off-farm employment. It is also common that younger people 

migrate, seasonally or permanently more than older people or women in search 

of their livelihoods and thus diversify their economic activities. Furthermore, a 

household endowed with large labor but small land holding will a llocate some 

labor in farming and the rest in off-farm activities (Barrett and Reardon, 2000; 

Barrett et al. , 2001). 

Naude and Taylor (2001) found empirical evidence that show positive 

relationship between education (prima ry a nd secondary) and the likelihood of 

participation both in non-farm se lf-e mployment and wage employment, but a 

negative relationship between migra nt family member and participation in off­

farm activities. They also poin t ou t negative association between land holding 

size and par t icipation in off-fa rm act ivities, yet positive relationship between 

livestock size and participation in cash c ropping and non-farm activities . 

Ruben and Berg (2001) n o te th ose ho useholds with small er farms and m ore 

hillside land e n gage in fa rm wage la bor. Th ey a lso id entify a n egat ive 

re la tions hip betwee n e ngage m en t in far m wage labor and access to transfers (i .e . 



remittance and pension). On the other hand they revealed a positive association 

between participation in non -farm wage employment and farm s ize and irrigable 

land endowments. 

Lanjouw (2001) reports a strong a nd positive re lation between participation 111 

high ly productive off-farm activities a nd educational leve l a nd age of individuals. 

He a lso shows that access to infrastructure has facil itated the likelihood of 

finding non-farm employment. 

Ferreira a n d Lanjouw(200 1) indicate an empirical evidence that display a 

positive and s ignificant relatio n betwee n participa tion in non -fa rm activities and 

household s ize and edu cational level. 

Escobal(2001) note that location, access to private and public assets, 

educational level as the key determinates of high income diversification. He 

ident ified that access to publi c goods a nd services together with adequate private 

asse ts (espec ially education and cred it) fac ilitate access to self employment and 

agriculture as well as wage employments in rural Peru. 

Deninger and Olinto (2001) point out the existence of non -linear (U-shaped) 

relationship between the importance of off-farm work, ·asset e ndowment and 

total household income. Thus they found strong positive association between 

total income and specialization. 

Generally ini tia l wealth or asset of a househo ld conditions its subsequent 

livelihood divers ification patterns and return s. Therefore, initial wealth or asset 

of a household co ndi tions its subsequent livel ih ood dive rs ificat ion pattern s a n d 

returns. The poor, with less asset bases, face great entry barriers to engage in 

better rewarding off-farm activities which the rich have a comparative advantage. 

This c learly points out the dynamic relationship among assets-activi ties and 

incomes. By and large, depending on their a sse t possessions rura l households 
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Assets 

engage m a varie ty of income ge ne ratin g ac tivities . They can gam income either 
from crop producti on, livestock sale, by working in variou s off-farm incom es 
generating ve ntu res or the combin ati on of both. 

However, it is worth remembering that live lihood strategies of rural households 
(both farm a nd off-farm) a re not exclusively de te rmined by assets. There are 
ma ny intervening factors that inOuence the type of live lihood s trategies to be 
employed and the resultant livelihood ou tcomes. The following diagram 
illustra tes h ow those mUltiple factors/ forces a re intermingled a nd reinforce to 
each other and a ffec t livelihood strategies of rura l househ olds 

Fig 2.1. The Sustain a ble Livelihood Framework 

Instituti ons and 
Organ izat ion 
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~ 
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- Soc ia l cap ita -0 ff- farm - Food security 
COllte .'\ ts and Shocks 

~ 
Migration - self rel iant - PopU lation growth 

- Technological 
change 

- Pests 
- Flood 
- etc I ~ 

Source : Adapted From Ellis , 2000; Scoones, 1998; Degefa, 2005 

Currently, live lihood literature analyses li velihood strategies as a dynamic 
process conditioned by a ssets , pol icy, institutions, trend s and s hoc ks and 
existi ng socia l norm s and va lues (E lli s, 2000; Scoones , 1998; Carney, 1998) 
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Currently thi s fra m ewo rk IVhich exam in ed the association between assets , 

livelihoods strategies a nd live lihood outco mes is referred to as the s u stainable 

livelihood fra mework (S LF) (Elli s, 2000; Scoones, 1998; Carney, 1998) . It is a n 

eclectic pla tform , which deals with th e people, their physical en vi ronment a nd 

the in s titution a l sett ings . It tries to exa m ine the associations tha t exist among 

these co mpone nts and the effects on live lihoods of the people. The framework 

brings togeth er in a plat form the va rious livelihood components i.e. assets, the 

contexts a nd institutions and / or orga n ization s, livel ihood strategies a nd 

live lihood outcom es. The framework implies that the livelihood strategies or 

activ ities wh ich people e ngage in a nd the associa ted livelihood outcom es a re the 

resu lt of the inter p lay a mong the assets, institution (both formal and social) the 

con tex ts (tre nds and s hocks) in wh ich peo pl e find themselves. 

The SLF is a h oli s tic, people -centered framework servi ng as analy tical tool in the 

process of pla nning development in te rvention s . It identifies the existence of 

differentiated income groups and mul t iple program entry point .In the process of 

designing rural deve lopmen t in te rvention programs it informs th e need to assess 

the various assets which peopl e own , the in s titutional settings tha t determine 

access to assets and the different li vel ih ood stra tegie s. The SLF reveals tha t the 

existing socia l and formal in s titutions a nd /or organ izations govern People's 

access to the va rious livelihood asse ts . These institutions and/ or organizations 

may either inhibit or facilitate people's access to the various live lihood assets 

a nd con sequently the type of li velihood st rategies to be e mployed. The framework 

recognizes th e ro le of contexts (s hock s a nd trend s) in shaping livelihoods of th e 

people. Other things re main constant the contexts in which rura l househo ld s 

found wil l play important role in th e adapta tion of d ifferen t livel ihood st rategies. 

The general trends and shocks can inOuence peoples' livelihood strategies. In 

res ponse to th e dynamic changes or u nexpec ted events such as d rought people 

will employ nell· li vel ihood strategies as copin g st rategies (Ellis , 2000; Scoones, 

1998; Swift and Hamilton 2001 , Dcgcfa, 2005). Livelihood diversifica tion is one 

of the com monly employed coping strategies among vulnerable rura l households. 
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Th e livelihood a pproach is va lued for a number of reason s. It emphasizes 

mUltiple livel ih oods of rural hou se holds; it places assets as build ing blocks of 

livelih ood strategy; and it indicates the how peo ple are able to access the various 

assets (Barrett a nd Reardon, 2000; Bebbington, 1999) 

According to Swift and Hamilton (2001) the SLF is thus acknowledged for 

exposing and unraveling the complexity of rural livelihoods, which need to be 

considered in the face of designing development policies focus the on the people 

rather than on specific sectors. 

Th ey further a rgued that the framework provides a truer pic ture of "rural life and 

poverty" where livelih ood strategies such as d iversifica tion and migration a re 

rational livelihood strategies rather tha n desperate phe nom ena. In the orthodoxy 

thinking ri s ing agricultural y ields is considered as the only mean s of reducing 

rural poverty. According to this tradi tional approach wealth formation is 

inevitably from farming outwards and primacy is given to policies that encourage 

innovations and change in the agricultural sector (Elli s, 2004). 

On the contrary in its focus on poverty reduc tion the SLF recogl1lzes the 

importance of adaptive strategies, assets, capabilities, local institutions and 

knowledge etc as potential resources to begin with and scale up rather than the 

injection of sector based , a lien development interventions . The livelihood 

approach seems like a step forward. It tries to scale up what people a re 

acco mplishing 1n ma king the ir living rather than introdu cing external 

interventions. Th e sustainable livelihood gives pri ority to the adaptive livelihood 

strategies of the poor .The idea is that with litt le external suppor t such as 

improved technology, financial assistance, or change of the gove rnment policy 

adaptive strategies wil l be more productive and 

sustainable(Masefield ,200 I ;Escobal,200 I). 
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2.3. Food Security and the Sustainable Livelihood Approach 

In the conventional food security theories ensuring food security is understood 

as a top priority objective of rural households by putting less attention to the 

long-term objective of livelihood security among rural households . According to 

the traditional food security theories, future livelihoods are compromised at the 

expense of immediate food needs of households (Oegefa, 2005; Swift and 

Hamilton, 2001). 

However, currently the sustainable livelihood perspective draws a shift of focus 

from food first to livelihoods security that is labeled as th e "sustainable 

livelihood" (Masefield, 2001; Oegefa 2005) . The tenet of the new approach is that 

asset preservation is as an important objective as that of food security. 

Livelihood security, which places priority on the long-term viability of the 

household, may be overriding objective among rural households than the s ho rt 

term food security issue . For example rura l households may endure hunger in 

order to preserve assets for the future. An important aspect of the sustainable 

livel ihood approach is that it emphasizes a sustaining in crease in the asset base 

and strengthening the human capabilities to utilize those assets as an entry 

point in the endeavors of addressing food security. The sustainable live lihood 

recognizes that assets are important in determining household food securi ty . In 

the words of swift and Hamilton (2001) this idea is summarized as follows : 

Food secwlty is a sub-system of needs, neither independent of nor 
necessarily more important than other aspect of subsistence and 
survival within poorer households. The reasons some households are 
food insecure are routed in the ways entire livelihoods systems have 
changed and adapted, or failed to adapt, to changes from the 
ecological and economic environment, inchLding shocks such as 
drought. Food security is thus usefully seen as one important element 
of a sustainable livelihood. 

Summary: In the contemporary poor countries farming has shown a declining 

trend to continue as a major source of livelihood for many rural household s . 

There IS a lso growing evidence th al rural household s diversify their econom ic 
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act ivit ies towa rd s various orr- ra rm o r no n-ra rm ac ti vities a nd the s h a re of incom e 

rrom th ese so urces ha s been in c reasin g in th e income portfolios or rura l 

house holds. The existence or multip le li velihood s in the rural a reas is con s idered 

as a n oppor tun ity for interven t ion in th e righ t agains t rura l pover ty. Instead of 

the single sec tor a pproac h th e mu lti-secto r a pproach seems the realistic 

approac h. Th e rura l eco nomy is more tha n agriculture. However, the causes 

a nd effects or livelihood divers irication a re dirferent. Livelihood diversification 

could be a dopted for survival or accumulation purpose. A number of empirical 

eviden ces indicate tha t live lih ood d ivers irication IS inf1uenced by asset 

endowme n ts or hou se holds . The re fore, assets a re the most important variables 

in th e study o f live lihood divers ifica tion . It is by taking this fact into 

con sid era ti on that the resea rche r has d ec id ed to co nduct the current study .The 

follow ing c ha pte r deal s with the research design a nd data collection methods 

tha t were e mployed in conduc ting the s tudy. 
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CHAPTER THREE 

3. Research Design and Data Collection 

In thi s study the household sample survey m ethod was employed for the fact 

that it cou ld help to gather data that can be generalize about sample population 

in cost effective m anner (Gujarati, 2006) 

3.1 Sampling Procedure- the study a rea, Basona Woran a Woreda, was selected 

purposively by the researcher due to hi s previous familiarity with the a rea. 

The woreda con s ists of 29 rural kebeles out of which 6 ru ra l kebe les were 

selected ra ndomly. The sum tota l of households in the 6 kebeles was 7000. 

Among the 6 kebe les a total sample size of 200 rural household s were selected. 

The researcher 'has decided to reduce the sample to 200 due to resource 

constra in ts (i.e. ti me and money) . Besides, the researchers work experience in 

the area he lped hi m to observe that households are more or less homogenous in 

terms of farming systems and socio-economic condition s. For these reasons the 

same researcher has decided to take a sample size of 200 households. But, each 

kebele has different household size. Taking this fact in to consideration and to 

ensure representativeness of the sample, p roportionate sampling technique was 

employed. Hence, each household in each kebele has got equal chance of being 

selected (see table below). 

Ta bl 3 S e .1 ample size 0 fh h Id r ouse 0 s or se ec te d k b I e e es 
No Kebele Tota l house holds Tota l sam ple selec ted 
1 Bakelo 1230 35 
2 Keyit 1150 33 
3 Abamotie 11 58 34 
4 Angole la 1248 35 
5 Wushawis hign 1094 3 1 
6 Debele 1120 32 

Total 7000 200 
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Once th e share s ize of sample househo lds for each kebe le was known, 

systematic rand om sampling was employed to selec t representa tive households 

from each kebele, which fin a lly resulted in the selection of 200 households. 

Sampling Frame and Unit-The sa mpl ing unit for thi s study is the household 

head a nd the sampling fram e was the list of the total households in each sample 

kebele, which was obtained from th e wored a Finance office. 

3.2. Methods of Data Collection 

The s tudy has used both secondary and primary sources. Wi th regard to 

secondary data, various journa ls, gove rnment policy documents, theses and 

other pertinent materials were con sulted . On the other round, primary data was 

collected through sample survey of rural households employing structured 

questionnaire. 

To administer the questionnaire s ix enumerators were employed from the 

respective sampl e kebeles. Some of the enumerators (4) had prevIOUS 

experiences in household data collection. They had worked as data collectors by 

CSA (Ce n tra l Statis tica l Authority). The educationa l statu s of the enumerators 

was 10+2 and above (i. e . three of them were 10+2 preparatory students and the 

remaining three were col lege d iploma s tudents). 

Two days tra ining was given to the enumerators to fa miliarize them with 

interview techniques and the content of the questionnaire .This is hoped to 

enable them to acquire different tec hniques in approach ing people and hence 

collecting the required information . First the questionnaire was prepared in 

English. But later it was transla ted to th e local la nguage (i.e. Amhari c) to ma ke it 

easily understandable both by the in terviewers and interviewees. Before the 

actual surve v was co nducted, pre -testing was done in ord er to ensure th e 

validity of th e questionnaire . Acco rdingly, some amendments were made in a 
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ma nner tha t they ca n he lp to co llect re levant da ta. The Pre-testing was 

conducted out of the study a rea to avo id information co n tamin a tion . 

3 .3 Dat a Ana lys is 

In an a lyzing house hold data, bo th desc ri pti ve s ta ti s tic s a nd Econometric Model 

were em ployed. To thi s end, the Statistical Packa ge for Socia l Science (SPSS) 

vers ion 12 was u sed . The descri ptive sta tistics was u sed to describe the socio­

econom IC features of h ouseholds aga in s t li ve lihood divers ification. The 

Econom etric Mode l was used to exa mine the s ta ti stical rela tion s hip between th e 

various soc ioecon om ic featu res of hou sehold s ' vis -a.-v is live lihood diversification. 

Accordingly, the resea rche r has in itia lly set the different hypotheses. 

3 .4 Hypotheses and Definitions of Variables 

The live lihood s tra tegy of rural household s (i.e. s pec ia lization 111 farming or 

d ivers ificati on ), wh ic h is trea ted as de pendent varia ble, is regressed agains t th e 

predic tor varia bles (i. e. sex , age, educational status of head of househ old, th e 

numbe r of fa mily mem be rs between th e age of 15 -6 0, land a n d livestock SIze , 

di s ta n ce from marke t place s a nd road etc). 

Accord ingly , those households who engage in va riou s off-fa rm ac tivities a re 

classified as d ivers ifier a nd represented by 1, wh ile th ose hou seholds who 

depend on fa rming as the ir livelihood sou rce a re te rmed as non -d iversifier a nd 

represented by O.Therefo re , the fo llowi ng hy potheses were m ade to eac h of the 

explana to ry varia bles co n s id e red in th e a na lysi s . 

SEXHH : Du m my for s ex of hou sehold head: if the hou sehold is headed by 

fe ma le a nd ° oth e rwise. Fema le-headed house holds a re anticipa ted to 

s how greater te nd en cy of engaging in off-fa rm ac t ivities tha n ma le­

hea ded househo lds. 



AGEHH: Refe rs to the age of the hea d of a household: It is hypothesized that as 
the age of the h ousehold head increases, the tendency of the house hold 
to participa te in rural off-farm activities will dec rease. 

LITHH: Dummy for lite l-acy status of head of household: 1 if the household IS 
head ed by literate (read a nd write) person a nd 0 otherwise. It IS 
anticipated that househo lds headed by literate people will show greater 
prope nsity to diversify th eir economic activities towards off-farm 
activi ties than h ou sehold s headed by illiterate person 

FAMMR 15- 60: Refers to the number of fam ily members with the age range 15 
to 60: It is expec ted that as the number of fa mily m embers that fa ll 
between ages 15 to 60 increases, the tendency of that household to 
diversify its economic activities will be higher. 

LANDSIZ: Represen ts size of own land (ha): It is hypothesized that as the size of 
own land (ha) increases the tendency of the household to diversify its 
economic activities will decrease . 

LIVESIZ: Stands for tota l number of livestock in (TLU) owned by a household : It 
is expected th at households with s mall number of households will show 
greate r interest to diversify their economic activities. 

MARKDIS: Refers distance from market places (in minutes): It is hypothesized 
that household s found nea rer to m a rket places will show greater 
tendency to partic ipate in varIOUS off-farm activities than their 
counte rparts . That IS a s dista nce lllcreases from residence to 
marke tplaces the proba bility of the household to participate in off-farm 
activities will d ecrease 

ROADDIS: Repre se n ts distance from main roads (min): It is anticipated tha t 
households which a re fou nd nearer to main road will show greater 
tendency to diversify thei r eco nomic activities than households located 
fa r away fro m main roads . That is as di s ta nce incr-eases from resid e nce 
to main road, the probability of th e household to pa rticipate in off-fa rm 
activities will d ecrease . 



For multiple independen t variables the logistic regression model ca n a lso be put 
os : 

Probability (even t-y) = 13"-"" ' ,- 5::,':- ---------5, ·" 
1 - e J.;>-.:J: ',.; -;; : :,' .:--- - -- -::; ,-,"; -------- ------------------- ----------------2 

Proba bility (event-y) = 1 

1 - e -'~5 .: - :3 :.": - ;;.: .... : - - - - - !J: .... : ) -------------------------------------- 3 

Where Z = Natural logarithm 

X I , X2, Xi = independent variables 

l31.;'3? = coff~'cients 

Then equation # 3 can be rewritten os fo llows 

Probabilily (even t-y ) = 
1 - e ---- -- -- -------- ------- -------- -------------- -- ---- -- --- ---:!. 

On the o ther hand th e probability o f an event no t occurring c an be found as 
follows: 
Probability (no event-y) = 1 - P'oiJc; lj'i!t.l ' (erent - V) 

= 

1 - f' 

1 - e'~ - - - - - - - - - - - - - - - - - - - - - - c. 

Th e odds ratio value can be found by putting equation (#4) and equation (#5) 

Probability of and event occurring (event-yl 
Probability of an event not occurring (event-y) 

I 1 " 
= , I I - -. , 1 _ . e -.. 

= e O, 

1 - e 
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Since Z= :]0+ + ,.'] ~ :,:~ - - - - + .e !" ':~ 

Then Probability (event- yl 
Probability (no event-y) 

= e 80 - ,91..:1 - ,92:.:2. - - - - - S~·.r~' - - - - - - - - - 6 

Finally, this model c an be rewritte n in terms of the natural logari thm as fol lows: 

, Prob(event - ", ) . 
Log / , ., )= /30 -iJl. ... · l -f32 .... 2----fJi ... ; =K 

,- Pro iJ( no event - y) . 

When the disturbance term Ui is added, the Logit model becomes 

/<..- = ,'30 - 81 ..... 1 - 82:.:2 - - - - ,'3~ ..... ! - u{ - - - - - - - - - - - - - - - - - - - 7 

38 



CHAPTER FOUR 

Results and Discussions 

4.1. Brief Description of the Study Area 

The Amhara regiona l state is fou nd in the central, north eastern and north ern 

part of Ethiopia, wh ich covers an a rea of 170, 752 Km2~ rankin g second- next to 

Oromia regional state . The region comprises 10 ad ministrative zones, 106 rura l 

and 9 urba n woredas a nd 2,927 rural kebeles. Diverse climatic a nd topographic 

features a lso c haracte rize the region. It has warm , cold and mild climates with 

its topography ra ngin g from 700-4 ,620 meters above sea level. The highland area 

of the region , which is settled by the la rges t proportion of the region 's 

populations for ma ny years, s uffers from la nd degradation (Berhanu a nd 

F'eyera,2005) 

La nd degradat ion resulted from the na ture of la ndscape, long his tory of 

settlement, high population growth a nd ina ppropria te farmin g tec hniques, e tc is 

severe problem s the agri cul tural sector in the region. The average per capita 

holdi ng and average land hold ing per household stood 1.10 a nd 0.24 hectares 

res pectively . This figure is s ignificantly lower than the national average. Poverty 

a nd food insecurity is a lso a muc h-pronounced problem in the region (Berhanu 

a nd F'ayera, 2005). In the region, some a reas are iden tified as productive while 

othe rs are less productive and frequently hit by recurre n t drou gh ts. 

Th e North Shewa zone, wh ich is loca ted in th e high land part of Ethiopia, IS 

known for lon g time settlement a nd high popU lation growth . Thus the land IS 

in te n s ively cultivated (SUNARMA , 2006). Th e a rea is known fo r very rugged 

topography and its a lti tude ra nges from 1000 to more than 3500 meters above 

sea leve l. The zone has a bimodal ra infall system Du ring the las t half century 

the natural resources of the area ha ve been de pleted in unsustai n a ble manner. 
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CurrenLly, it is one of th e most pove r ty ridden region s in the country (Mulat and 

Teferi, 1996). 

Th e zone is divided into 20 woredas which Ba sona Worena woreda belongs to. 

Acco rding to a n estimatio n made in 2006, the woredas tota l population is 

1S8,000 of which mal e a nd fem a le population accounts 49.08% and SO-92% 

respectively. There are a bout 36,711 total households in which 8,796 (24%) are 

headed by females. From the tota l population , 99.S% belongs to Amhara ethnic 

group while the rest O.S% belongs to Oromo and other ethnic groups. The 

a ltitude of the area varies from 1300 to 3400 meters above sea leve l. The a rea is 

dominated by high and p lateau landscapes. The annual rainfall and 

temperatures varies from 814 mm to 108 0 mm and 9-22°C respectively. Total 

area of the woreda is 139900 hectare , which accounts 8% of the zone's tota l 

a rea. Average land size is I.S hecta res per household. 

Mixed farming (i.e. growing c rops a nd rai s ing an im als) is the dominant fa rm of 

live lihood in th e area . Fa rmers grow ba rl ey, wheat, teff, lentils, fi e ld beans a nd 

peas etc . Livestock ra ring r.onstitutes a n importa nt part of households ' 

livelihood . Animals have multiface ted purposes for rural households including: 

source of food and in come, transportation , plowing, source of security or wealth 

e tc. The dominant types of animals k ept by households in the region are Oxen, 

Cows, sheep, goat, h orse, donkey a nd chicken. Certain household s also prac tice 

bee keeping. (Source : Northern S h ewa zon e Rural and Agricultural Development 

Office,200S). 
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4 .2 Descriptive Analysis 

4.2.1 General Demographic and Socio-Economic Features of 

Households 

Age: mean age of household heads across the study area was found to be 44 .6 

where the minimum and maximum age limit was 20 and 80 years respectively . 

Family Size: average family s ize among studied house holds was reported to be 

4.9. Out of the total average family size, on average 3 family members were 

fou nd under the category of economically active age (i.e. 15-60 years) . The table 

below summarizes some of the demographic featu res of sample household s. 

Ta ble 4.1 Demographic characters tics of sample household s (n=200) 

Variable Mean Minimum Maximum 

Age of h ouseholds heads 44 .6 20 8 0 

Family s ize 4 .9 1 10 

Active La b or (15 -60) years 3 1 7 

Source: own survey, 2006 

Ownership of Farms Assets (Land, Livestock, Oxen) 

Land and li vestock are amon g the fundamenta l assets of ru ra l familie s in 

Eth iopia, wh ic h are used in the endeavors of m aking their livelihoods. These 

assets are not only source of livelihood but a lso means of wealth accumulation 

and symbols of social status in the ru ra l community. For the se very reason s, 

rura l households will be more interested to maximize and mainta in these stocks. 

But due to the eve r increasing human population and othe r factors, there is a 

trend of dwindling in la nd holdin g and livestock SIze in rura l Eth iopia. In the 

study area, ave rage land ho lding an d livestock SIze was reported to be 1.5 

hectares and 5.6 TLU respectively. The number of drought power on average was 

also 1.2. 
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Th e table be low s umm a ri zes thi s information. 

Table 4.20 wnersh ip of key farm a sset 

: Asset Type Mean Minimum Maximum 
i 
I Land s ize (ha) 1. 5 0 .0 4 

Lives tock,TLU* 5.6 0.01 16 

Oxen, number 1.2 1 4 

Source: own s urvey, 2006, 

cattle= I TLU,Goat&Sheep=O. I TLU, Horse= I TLU,Mule= 1.15TLU,Donkey=O.65TLU ,Camel= 1.45TLU, 

andPou ltry=O.005TLu(Ramakis h a andAsse fa ,2002) 

Distance from Nearest Market Places and Main Road 

Access to various public infrastructures such as marke t places a nd road has 

paramount significance for rura l househo ld s. Better access to these resources 

will faci litate the ch ance both to purchase inputs and to sale their product for 

rural households. ln the study area, hou seholds are expected to walk on average 

87:30and 37 :06 minutes to reach to the nearest market places and a ll whether 

roads respectively . The table below presents the average walking distance in 

minutes. 

Table 4.3 Average wal king distance of households from nearest market places 

and main road (min) 

Description Mea n Minimum Maximum 

Distance from neare s t market 87: 3 0 2 600 

places (min) 

Distance from main road (min) 3706 1 150 

Sou rce : own survey , 2006 
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4.2.2 Livelihood Strategies and Sources of Household Income 

Livelihood Strategies 

Rural households e mploy m ultip le livelihood strategies in the process of ma king 

their li vi ng. Due to different reasons, some household s might depend largely on 

fa rming and others could employ various liveli hood s tra tegies . In this study, it 

was re ported that out of the total 200 sample households about 6 0 percent 

reported th at they pa r t icipated in a variety of off-farm ac tivities such as rural 

trading, rura l crafting, daily la bor , sale of beverage , rural shoppin g etc. This 

finding is con s is tent to th e work of Tesfaye (2003) who indicated that about 60 

percent of rural house holds in the Hararghe highla nd s engaged in multiple 

Il1com e sources. It is a lso similar with that of Mula t a nd Tesfaye( 1996) who 

identified that in North Shewa zone about 60 percent of rural households 

participate in mU ltiple off-farm jobs. The table be low di s plays households 

livelihood strategies . 

Table 4.4Livelihood strategies of household s 

Tota l sample houesholds Li ve lih ood strategy 

Farm an d off-fa rm Farm 

200( I 00) 120(60) 8 0(40) 

Source: own survey, Figures Il1 parenthesIs a re percentages 

Sourc es a nd Share of House holds Income 

Rura l households co uld have multiple sources of in come (both farm and off­

farm ), which vary , howeve r , from house hold to household due to differe nces 

mainly ema nated from their asse t endowments . In this regard, Ba rre tt a nd 

Swallow (2005) a rgued that th e com position of hou se hold total in come prov ides 

impor tan t insights as to how asset differences result in in come variation a mong 

rural house holds . In this particula r study, di versifier households a nd non­

diversifi er house holds who exhibit marked differen ces in their asset endowment 

have also shown di ffe re nces in the com position and a mount o f in co me obtained 
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from different activities. Non -dive rsifi e r households, which depe nd on farming 

per se, obtain their income from it. Whereas, diversifier household s who still 

depend on both farm ing and off-farm obtain in co m e from both sources . 

Therefore, diversifier households supplement the ir tota l income from off-farm 

activ ities. 

As data from descrip tive statistics reveals on average non-diversifier households 

tend to have larger land and livestock size as compared to diversifier households. 

Whereas , diversifier household s have better huma n capita l i.e . literate family 

head and larger ma le family labor (Refer tables 4.9, 4.1 1&4.12). The differences 

in asset endowments seems mirrored through the differences in the income 

obtained from farming i.e. from crop production , sale of an ima ls, sale of animal 

by produc t (milk , butter) and sale of honey etc)and off-farm ac tivities. 

Households that engage in off-farm act ivities have multiple income portfolios 

that include both farming and off-farm sources . 2 1.74% a nd 78.26% of the net 

annual income of non-diversifier h ouseholds comes fro m lives tock a nd crop 

produ ction respec tively . Whe reas 20.7 1 %, 60.68% a nd 18. 6 1% of the net annual 

income of diversifier household s is ge nerated from livestock sale, crop 

production a nd non -farm activities respectively. Though significant proportion of 

households participate in a var iety of o ff-farm activi ties, th e net annual income 

(18.61 %) ge nerated from th ese sources seems marginal. Thi s might highlight 

that livelihood dive rs ification in the study a rea is mainly adopted as a survival 

st rategy resu lted from push factors . As de picted from the pie chart the la rges t 

income of rural household s (both d ive rs ifie rs and non-dive rsifiers) is obtained 

from farmin g. Thi s can be explained by the fact that households a lmost own 

fa rm assets that a re key resources to generate farm income. Th e pie-chart below 

ind icates the percentage annual income s hare of diversifier a nd diversifier 

household s. 
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Figure: 4.3 

Source: Own Survey 

The Role of off-farm Income 

As Elli s (2000) indicated, diversificati on is thought to playa positive ro le in the 

live lihoods of rural people. Th is is because, that diverse live lihood is more 

resi lient th a n th e u n diversified livelih oods. Particularly, livelihood diversification 

is more important for th e poorest sections of rural households (Ya red, 2001; 

Masefield, 2001). Vosti a nd Rea rdon (1997) m a intain s imilar view that off-farm 

lIl come IS important to m ee t food needs a nd hence plays a role in poverty 

reduction. 

In th is partic ular study, it was explored that diversifier households a llocate their 

off-farm income on different purposes ranging from asset bu ilding to immed iate 

consumption. Th ey use it for house construction , to purchase livestock, for 

saving, to purchase food for consumption, and other household items, to 

purchase clothes, etc. Putting diffe re ntly off-farm income is being used either for 

further investment or for immediate consu mption. This cou ld indicate the fa ct 

that off-farm income has different impact on different households. Households 

that engage in low-return activities use the income to address short-term needs. 

For example, households which engage in sel ling firewood mainly reite rated that 



they use the inco me obtain ed from it to purchase household item s which can 

u sed for immediate consumption (e.g. sugar, coffee , salt, clothes etc.) 

In this case , income diversification seems to improve the purchasing power of 

the poor by overcoming their nar row economic option s . Households that engage 

in a relative ly better rewarding o ff-farm activities (e .g. t rading) u se the income for 

fur ther in vestment purposes such as house building, purchasing livestock for 

ma rketing or farming purposes . 

Views of Households on Food Availability 

The informa tion obtained from the responses of households indicates that there 

is a significant difference among diversifier and non-diversifier house holds 111 

terms of some characteristics. Diversifier household s res ponded positively 111 

that they h ad sufficient food throughout the year. Though it cannot be good 

m easurement of food security positive response on the a vailability of food for the 

h ousehold ca n indicate the positive aspect of diversification . Table 4.5 

summa ri es the responses of d iversifier and non-divers ifier households on the 

avai lability of sufficient food for household consumption through out the year 

during the study period. 

Tabl e 4. 5 Responses of divers ifier a nd non -diversi fier households on availability 

of su ffi cient food throughout the year. 

Response Diversi fi er households Non-diversifier Total 
househ olds 

Yes 32(266) 10(1 2.5) 42(21) 
No 8S1734t 70i87·st 158(79) 
Total 120( 1 00) S09(100) 

200( 100) 
X2 Significance level 
5.S 0.009 *** 

Source: Own Survey, 2006, ***=slgmflcant at 1 percent level .Flgures in 

paren thesis are percen tages 
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Household Vision on future Livelihood Strategies 
Households were also asked on which type of livelihood strategies they want to 
engage in the future. There is a considerable variation of in te rest among 
diversifier and non -diversifier household s in their future livelihood s trategie s, 
wh ich they want to employ. Non -diversifier households seems more interested to 
rely on farmin g as the ir livelihood source whereas, those households which 
already e ngage in different off- farm ac tivities a ppears more interested to engage 
in either off-farm or a combination of farm and off-farm activi tie s. During the 
field survey, it was explored that many households want to engage in a variety of 
off - fa rm activities. But m any of the respond ents compla ined that the tax and 
licen se require ments set by the local administration have discouraged them from 
doing so. 

Table 4.6 Response of households about their futu re live lihood strategies 
In terest on livelihood Diversifier Non -d iversified Total 
strategy hou seholds household s 

Farming 35 (29) 70(88) 105(53) 
Off-farm 34(28) 3(4) 37(18) 
Off-farm +farm 5 1 (43) 7(8) 58(29) 

Total 120(100) 80(100) 200( 100) 

Source: own survey, 2006 , F'lgures JI1 parenthesls a re percentages 

Off-farm Activities and Income Accrued 
There is growing evide nce, which indicates that off-farm in come is an important 
cons tituent of th e income portfolios of rural ho u seholds. In many countries , 
signi fi cant share o f househo ld s' total income has been generated from off-fa rm 
income so urce s and thi s in c reasing trend has bee n percei ved as an importa nt 
entry point in poverty reducti on and food security effort (Vosti and Reardon, 
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1997; Ellis , 2000 ; Masefield , 2001; Yared , 2 001; Degefa, 2005 Escobal, 200 1; 

Meind e rtsma n, 1997). 

Table 4.7 Off-fa rm ac tivities a nd a nnual income (birr) accrued per 

household 

Activity and Mean Annual Income 

Trading Rural Daily Severa Rural Sale of Remitta Others 

(n = 12) Crafts Labor ge Sale Shop firewoo nce (n=28) 

(n = 10) (n= 18) (n=24) (n=4) d(n=48) (n=15) 

Mean 1872.5 436.0 710.3 1110. 5 30428 425 .3 592.9 1155.0 

977T 
-

S.D 1059.4 21 1.4 443.2 2975.5 211.4 817.2 1454.4 

Minimu 800.0 200 .0 150.0 120.0 120.0 100.0 110.0 120 

m 

Maxim 4800.0 800.0 1680.0 2000.0 8000.0 900.0 3000.0 7200 

um 

Relatively better lu crative Income Rural Trading 

sources shoppi 

ng 

i Least important sou rces of income I Fi re\\'o Rural Daily labor 

~ I Od I crafts I 
Source: Own s urvey, 2006 

Data from the above table depicts that rural hou se hold s in the study a rea 

participate in various off-farm activiti es . The different types of off-farm activities 

identified in th e area include: trading, rural c rafts, daily wage, rural sh opping, 

sale of beverage, sale of firewood and oth ers, The different off-farm activities are 

run by differem house hold m e mbers . The ave ra ge h ousehold income depic ted in 

the a bove table is thu s earn ed by the different household m em bers. 

Rural Trading-Some of the act ivities t hal a re c lassified un der trading in c lude : 

trad ing in a nima ls, tradi ng in grain a nd /o r pulses, trad ing in chi cken 

and egg, trad ing in butte r. As repo rted on ave rage h ouse hold s that 
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e ngage in these acti \'iti e s gencr-atc mean annual income of 1872.S 

(birr).As clead)' obse rved trading activi ties a ppears rel ative ly lucrative 

than other- off-farm ac tiviti es . 

Rural Crafts - under this pan the researche[' put the various traditional craft 

activ ities like pottery making, blacksmithing, weaving etc . According 

to Devereux (2005) in Ethiopia these activities have been operated fo[' 

veal'S b\' certai n a rtisans \\'ho ga in special skill s passed on from 

paren ts to ch ild[-cn. He further a rgued that in Ethiopia th ese groups 

of people belon g to certain minority and socia lly excluded groups. 

From livelihnods pe rspective these activities h ;;:le paramount 

importance both as a source of e mployment and in come. In thi s study 

it was reported that households that e ngage in those activities were 

able to obtain an average annual income of 436.0 (birr) ranging from a 

minimum of 200(birr) to a maximum of 800 (birr). 

Daily Labor- Rura l households in th e study a rea were able to ge n e rate income 

from daily labor activiti es. Ilouseholds reported that thn' 

partici pa ted in various pu bl ic a nd private construction activi ties 

found in Deb re- Birh an to\n1 and rural areas. Some of the 

act ivities as ex plain ed \\'hic h Ih e\' ta ke part in cludes loading and 

unloadin g ani\i ties in the Debre -Birhan lOwn. Households that 

e ngage III this activ ity \\'e re able to gene ra te mea n a nnual in conw 

of 7 I 0. 3 (birr) ran ging frolll ;1 minimulll o f ISO (birr) to a 

maxim ulll o f 1680 (birr). 

BeverageSale- Households in the studv area also able to generate supplementary 

income frolll th c sale of local bee r (araki and tella). Although from 

social PO ll1t of vie\\' thi s tvpe of live lih ood may not be 

recomlll ended s till pcopl e an, n1clki ng a livin g from it. 

Rural Shopping- fe'.\· house holds also il1\'o k eci in rura l shopping ventures .As 

expl ;lincd SOlllC cOlllmociitics are brought eithe r frolll Deb['e ­

l3irch illl 1()\V [1 or frolll Acidis Abolba to the rl'sp", ' t[H' rural \'i llcJgcs 

anci being solei !n rU['allllarkets 10 the COlll!llLll l[l\' \'.'ith profil. 



Se lling Firewood- a signifi cant proportion of households also e ngage in selling 

of firewood and it is very common to see that ma ny people take a 

bundle of firewood loading on the back of donkeys to Debre­

Sirhan town. From envi ronmental sustainability perspective this 

type of livelih ood strategy is not preferable. People might diversify 

in th is type of activity for lac k of other viable livelihood 

a lternatives. This can be a typical example of poverty induced 

livelihood diversification. Sell ing of firewood is one of the least 

lucrative livelihood strategies. 

Remmitance- this income source includes mon ey obta ined from relatives that 

live in towns or ci ties . This income source a lso includes cash sent 

by individual sponsors who provide d irect support to destitute 

ch ildren th rough the fam ily which is being run by CCF-Ethiopia 

Others- The various off-farm activities put under this category in cludes 

sala ried rural jobs, re ligiou s services, etc . 

As depicted from the above table some activities are relatively 

bette r lucrative than others. 

Off-fa rm Income a nd Gender 

Table4.8 displays that male-headed households obtained more income from the 

different off-farm activities than female headed househo lds. Some activities (e.g. 

trading and shopping) seem in accessible to female-headed hou sehold s. This 

suggests that fem a le-headed households face some en try ba rrie rs to engage in 

those ac tivities. 
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Ta ble 4.8 Income from off-farm activities by sex of head of household 

, Source of Income Mean Income by sex of head of household 

! Male headed hou sehold Female headed household Total 
I 
! (n=96) (n=24) (n= 120) 

Trading 1872.5 - 1872.5 

Rural crafts 472 .5 290 .0 436 .0 

Daily labor 810.5 450.0 7 10.3 

Rural Shopping 3042.9 - 3042.9 

Fire wood 484.1 257.6 425.4 

Beverage 11 35 .8 1055 1110. 6 

Others 1202.5 490 .0 1155 

Remittance 439.9 902.5 511.1 

Source: Own s urvey, 2006 

4.2.3 An Analysis of Asset Endowment of Households vis-a.-vis 

Livelihood Diversification 

In this sub section of the pa per, a br ief discussion will be made on the SOCIO­

economic charac teristics of sam ple househ olds with the view to investigate the 

differential effect of those socio-economic characte ristics on the livelihood 

diversification of rura l house h olds. Rura l households exh ibi t marked differences 

in th e ir socio-economic characte ri stics through which th e d iffe rent live lihood 

strategies pursued by rural households are mirrored. Although rural livelihood 

stra tegies are influenced by facto rs beyond the contro l of household s, livelihood 

strategies of rural household s are greatly influenced , by their socio-economic 

characteris ti cs . 

As al ready discussed in the literature part, it is possible to draw some 

assoc ia tions between the level of li vel ih ood di vers ification and household 

characteristi cs . The most importan t socio-eco nomic features whi c h cause the 
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diffe rence amo ng rural household s on their live lihood diversification in clude: 

age, educational a nd marital s tatus of head of the household, family size or 

labor, amount of land or li ve stoc k own ed etc. Other publicly owned assets (i.e. 

access to road , m a rket place s) as well as access to cred it and extension services 

would bring diffe rence in livelihood diversification a mong rural households. 

Literature on rura l livelihood designated these household characters as 

asset/ re sources/ capitals that a re employed by rura l houses in making their 

living. 

Following th is brief ex plana tion the differential role of each variable wi ll be 

scrutinized against rural livelihood dive rsification based on data collected for 

this particular study. The assessment wi ll be made by examining the effect of the 

different socio-economic features on livelihood dive rsification. 

Educational Status and Livelihood Diversification 

Values of the descriptive statistics of the xLtest depicts that there is a significant 

difference 1I1 the level of literacy amo ng divers ifier and non-diversifier 

household s. Diversifier hou se hold heads tend to be more li te rate than their 

counter parts. It suggested that education (both formal a nd informal) is 

associated with access to off fa rm ac tiviti es. Educated people could have better 

access for information a nd relatively better skills than the illitera te ones that 

consequently migh t affect the li ve lihood strategies to be pursued. 

Table 4.9 Academic SW IllS or head of households 

Educational status DiverSifier households Non -diversified hou seholds 

Illiterate 30(25) 38(481 

Lnerale 90(75) 42(521 

Total 120(100) 80(1001 

X' Slgl1lficcUlce 

3 123 0.007' " 

Sou rce: O\\'n Su rvey, 2006 , ***= SIgnIfIcant at I percent level 

Figu res in parenthesis are percentages 
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Livelihood Diversification by Sex of Household Head 

Data from th e followin g table reOects that sex of head of the household appears 

to affect live lih ood di ve rsification sign ificantly. Female- headed hou sehold s have 

shown greate r tend ency to engage in off-farm activ iti es than ma le-headed 

househo ld s . However, as a lready discus sed in the previous section it is more 

likely that female-headed house hold s engage in low return off-farm activities . 

Hence female- h eaded house hold s em ploy live lihood diversification mainly for 

survival purpose no t for capita l accum ulation. This is because female headed 

households in most rural Ethiopia have limited asset endowmen t (i .e. low 

income, low educationa l status and other asse ts ) which in turn leave them with 

low capacity to engage in better remun e rative off- farming activities . 

4.10 Sex of head of household s a nd live lihood dive rsification 

Sex Dive rsifier Non -diversified Total 

h ouseholds hou sehold s 

Male 94(56.6) 72(43.4) 166( 100) 

Female 26(76. 0) 8(23.5) 34(100) 

Total 120(60 .0) 80(40 .0) 200(100) 

X2 S ignificance level 

4:630 0.031 ** 

Source: Own surveys , 2006 , *' ~ signifi cant at 5 percen t level, Figures m 

parenthesis are percentages 
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Demographic and Educational Characteristics of Household 

Members and Livelihood Diversification. 

Age Of Household Head:- the t-test result on mean age differen ce(see table 

4.11) seems to suggest that households headed by re la tive ly younger people 

show greater tendency to participate in off-farm activities as compared to 

households headed by older people. This could be expla ined by the fact that the 

younger generation has small land holdings s ize, resulted from the continuous 

land redistribution a n d inheritance, and concomitantly low agricultural income . 

Thus to cope up wi th this problem young headed household could engage in 

var ious different off-farm activities . They can augment the ir total income a nd 

improve their well -being by engaging in diffe rent off-farm a nd fa rm jobs. 

Family Size - though on average dive rs ifier households tends to have more 

family size (i.e. 4.9) as compared to that of non-diversifie r households (i. e . 4.8) 

the difference is not signi fica nt. 

Male Family Members- Diversifier households tend to have significantly higher 

male family members than their counter parts. This can explain that 

households that have relatively larger n umber of male family members can 

allocate certain labor in farming and the remaining in off-farm activities . 

Literate Family Members- though not significant diversifie r households tend to 

have la rger number of literate family members, as compared to non-diversifier 

households. 

Generally, data presented so far suggests that the behavior of older households 

might be explained by lack of education a nd lack of m ale labor both of which 

tend to cause them to confine their activities to farmin g. 

The table below summarizes the demographic ch8racteristics of a household 

which might innuence livelihood di vers ifi cation . 
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Table 4.11 De m ogra phic a nd edu cationa l c h a racteristics of h ou s eholds a n d 

livelihood divers ifi cations 

I Variable I Diversifie r N on -diversifier Significance 

I I hou sehold hou sehold 
I Mean S.D Mean S.D 

Age of hou sehold 44 .28 1 1.51 45.05 13.47 0.0387** 

head 

Family size 4.88 1.89 4.84 1.85 0.7516 

Male family members 2.58 1.40 2.37 1.07 0.0033*** 

Family member 3.02 1.32 2.93 1.39 0.5589 

between the age of 

15-60 

Li tera te family 3.45 1.8 1 3. 13 1.63 0.2 170 

members 
.. 

Source: Own Survey , 2006 , ** a nd ***=slgl1Jflcant at 5 a n d 1 percent levels 

Access to Land and Livelihood Diversification 

Access to and s ize o f land, up on whic h rural live li h oods greatly depend , affec ts 

the livelihood s tra tegies to be employed. Ta ble4. 12 vivid ly depicts that on 

average diversifier households own s ignificantly small er la nd s ize as compared to 

non-d iversifie r h ouseholds. Thi s fact seems to suggest that livelihood 

d iversification in th e study a rea is triggered m a in ly by push fac tors than pu ll 

factors. Those h ou seholds wh o ha ve rela tive ly larger land tend to confin e to 

fa rmin g as th eir live lihood stra tegy th a n their counter parts . The la tter engage 

more 111 the off-fa rm activities poss ibly to supplement their limited agricultura l 

incomes. Dive rs ifi e r household s a lso tend to access extra la nd through ren ting 

systems than non -di ve rs ifi e r ones . Based on the prev ious informa tion we can see 

the followin g s it u a tion s . Di versifier hou se hold s ten d to have on average la rger 

fa mily size and la rge r male fa mily m e mbe rs ye t s m a lle r la nd s ize , wh ich stood 

4.88, 2 .58 and 1.3 (ha) res pective ly . The co rres pond ing figu re for n on -di ve rs ifie r 

hou se ho ld s stood 4.84, 2-4 a nd 1.7 (ha ) res pec tive ly . 
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Table 4.12 Land holding s ize and livelihood divers ification 
Asset type Diversifier households Non -diversifier S ignificant 

househo lds level 
Mean S.D Mean S.D 

Own land 1.30 0.6 1.70 0.77 0 .0039'" 
holding size 

(La) 

La nd shared 0.5 0.42 0.45 0 .38 0.5066 
in (ha) 

Land rented 1. 25 1. 24 0.60 0.34 0.094' 
in 

. . Source: Own survey, 2006,*and***=slgl1lflcant at 10 a nd 1 percen t levels 

Equib Membership 

Equib is a community association, which se rves as lending and savm g 
organization for its members. Equib has both social and economic function s. 
Households were asked whethe r they a re a member of a n Equib in their locali ty. 
The table 4. 13 summari zes the ir response 

A simple attempt was made to capture the associa ti on of members hip in Equib 
with live li hood d ivers ifi cation. Accord ingly, it was found out that there is a 
s ignificant d iffe rence among d ivers ifier a nd non-divers ifier hou seholds on the ir 
Equib mem be rship. Household s who are membe rs of Equ ib associations in their 
locality tend to s how greater propensity to engage in variou s off-farm ac tivities 
than their counterpa rts. This could be due to Equibs role in providing / sha ring 
expe riences, network o r information provide lump of money all of which can 
facilitate to run off-farm ventures 
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Table 4.13 Equib membership and livelihood diversi fi cation 

Response Diversirier household Non -diversifie r household Tota l 

Yes 54(79.4) 14(20 .6) 68(100) 

No 66 (50) 66(50) 132(100) 

X' Sign ificance level 

16.2 .000 *** 

Source: Own Survey, 2006, ***= Significant at lpercent levels Figures in 

parenthesis are percentages. 

Access to Irrigation Facilities 

Access to irrigable la nd can have effect on th e live lihood stra tegies of rura l 

households through the type of c rops grown. Some household s may grow crops 

that a re main ly u sed for h ou sehold consumption (such as cereals a nd pulses) 

while others may grow horticultura l crops which can be used fo r marketing 

purpose. The la tter group can have linkage to th e market than th e fo rmer which 

wi ll have furth e r implication on their livelihood . Those who have good link age 

with the market can generate adequate income. 

Table 4.14 Access to irrigation la nd and livelihood d ive rsification . 

Access to irrigable land Diversifier Non-diversifier Total 

hou seholds hou seholds 

Own irrigable land 38(32) 32(40) 70(35) 

No irrigable land 82(68) 48(60) 130(65) 

Total 120(100) SO( 100) 200(100) 

X 2- Significance value 

15.4 .004 *** 

Sou rce : Own S urvey, 2006 ***=slgnl flCant at 1 percent level 

From the above table it is indicated th a t there is a signifi ca n t difference among 

divers ifier and n on -d iversifier house ho lds on th e ir acce s s to irri gab le land. The 
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non -diversifier households seem to have more access to irrigable land than the 

divers ifier household s. 

Access to Financial Asset and Livelihood Diversification 

Livelihood diversification is conditioned by a variety of assets. One of the most 

important household assets, which affec t rural livelihood diversification, IS 

fin ancial asset (income, loa n /cred it , lives tock e tc). Based on the amount of 

fin ancia l assets rural household could d iversify th ei r economic ac tivities into 

various off-fa rm activities or may chose fa rming as thei r source of live lihood. 

Table4 .1 5 Access to fin a ncial assets and live lihood d iversification 

Asset type Diversifier households Non -diversifier Sign . level 

household 

Mean S.D Mean S.D 

Livestock in TLU 5 .55 3.29 5.60 2.60 0.0 134** 

Loan from MF'ls(Birr) 833.3 441.64 1285.33 824.80 0.0139** 

Income from irrigation 2022.50 1772.48 7 13.64 574 .88 0.0004*** 

crops 

Numbe r of Oxen 1.80 0.49 1.82 0.60 0.3586 

Numbe r of pack an ima ls 1.48 077 1. 29 0.52 0.00 12** 
.. 

Source: Own Survey, 2006 , **and ***=slgnlflcant at 5 a nd 1 percent levels 

Livestock Ownership - In rural community li vestock ownershi p is co nsidered as 

proA)' measure of wea lth a nd status. In the study a rea mixed fa rming is 

practiced. That I S households en gage both in growing crops and raising 

livestock. House ho lds whic h own la rge number of livestoc k , can ben efit a lo t 

besides clirect con s umption they can gene rate incom e from the sale of milk, egg, 

by products , and direc t sale of anim a ls. This implies that livestoc k ownership 

has effect on rural livelihood. As presented from th e a bove table, there is a 

significant d ifference in livestock own ership, measured in Tropical Livestock Un it 

(TLU), a mong dive rsifier and non -diversifie r househ old. Diversifier household s 

seem to own sma ller nu mber of li ves tock units as compared LO non -diversifi e r 
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households Due to this reason th eir farm in come wou ld be lim ited. Therefore, to 

supplement their li m ited farm in come they might engage in off-farm activities . 

Number Of Droug ht Animal (Oxe n)- although non-d iversifie r households seem 

to have larger number of oxen than the diversifier households the difference is 

not s ignifican t. 

Numbe r of Pack Animals-The numbe r of pack anima ls owned shows significant 

difference between the divers ifi er and non-diversifier househ olds. Th ose 

hou se holds whic h engage in off-farm activities seems to own la rger number of 

pack a nimals than the non divers ifier households Th is could be expla ined by the 

fact househo lds that participate in various off-farm activities u se pack animal for 

marketing purpose (e.g. trading pu rpose a nd to load firewood a nd other products 

to nearby town s ). 

Income from Irrigation-Average income Obta ined from crops grown by 

irrigation shows a s ignificant difference among diversifier and non-diversifier 

households. The fo rmer tend s to generate la rger amount of in come from crops 

grown by irrigation systems than their counter pa rts. 

Credit -The effect of cash credit from micro fina nce institution (MF!) could be 

qui te different from own in come . Non-diversifier households appear to take 

bigger amount of cash Credit from MFls as compared to diversifier househo ld s. 

Thi s could be due to the reason tha t the latte r a re risk aver ter s due to thei r 

limited fa rm assets that can serve as a security. 

Distance from Market Place s and Main Roads 

Publicly owned assets, which are not directly control led by households, seem to 

s how some assoc iation with li ve lih ood dive rs ification . These publicly provided 

assets include market place and other infrastructu res (road , elec tricity, ) etc. 

Apart from household socio -econo mic characteristi cs differences in distance 

from market places (min ) and from main roads (min) seems to have bearing on 

livelihood ciiversification. Households which diversi f,· their economic activities 
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appear to be found nearer to market places and mai n road s unli ke the n on­

diversi fi er households . 

Table 4.1 6 Distance from market p laces and main road a nd livelihood 

dive rs ification 

Description Divers ifier Non -diversifier Significanc 

h ou sehold hou sehold e 

Mean S.D Mean S. D 

Distance from market 5: 18 4: 12 5:42 4 :54 0.0437** 

places (min) 

Distan ce from mam road 2 :24 3:6 2: 54 3: 18 0.0315** 

(min) 
. . 

Sou rce: Own Su rvey, 2 0 06, **=slgJ1lflcant a t 5 pe rcent level 

To verify w he ther the su ggested bi-var ia te re lation s hip between household 

cha racte ri s tics a nd li ve lihood divers ifi cation is s tatist ica lly s ignificant a mul ti­

varia te analysis was carried by employ ing Logit m odel. The results of the Logit 

m odel are d iscussed in th e fo llowing sectio n. 
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4.3 Determinants of Livelihood Diversification 

An Analysis of Logistic Regression Results 

Binary Logis tic Model wa s developed to ident ity determinants of rural livel ihood 

divers ification. Accordingly, the dependent variable live lihood strategy was 

regressed against the various explanatory varia bles . The result of the binary 

logistic model is summarized below. 

Table 4.17 Maximum Logistic Regression Results. 

Explanatory B S.E P-value Odds Ratio 

Variables (coefficien t) 

SEXHH .964 .802 .056* 2.623 

AGEHH .003 .01 7 .838 1.003 

L1THH .3 14 .167 .035** 2.554 

FAMMR 15-60 .063 .209 .762 1.065 

LANDSIZ - 609 .292 .004*** 3.533 

L1VESIZ - .23 1 .J 09 .003*** 1.401 

MARKDIS - .004 .003 0.045* 2. 126 

ROAD DIS -.01 3 .006 0 .0 17** 2 .409 

IRRILAN .348 .386 .368 0.812 

CREDACCE - .389 .438 .374 0.791 

EXTENTACCE .574 .404 .1 55 2.020 

CONSTANT -2.862 2 .559 .263 0.252 

Sou rce : Own data and calculatIOn , yea r 2006 , *, ** and ***= Slgl11ficant at 10, 5 

and 1percents respectively, R2= 75% 

Model Results Summary 

The goodness of fi t of the logisti c regre ss ion model was exa mined against the 

percent correct prediction . As Gujarali (2006) has po in ted ou t predic tion is 

successful when the estimation power of the model is greater than 0. 5 . The 

prediction powe r of the m ode l was found to be 75%. 
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Before fittin g the da ta to the model, the exi s te nce of multi -co linearity problem 

was tested u s ing Variance Infla t ion Factor (VIF') and Conditional Index (CI) for 

continuous variables a nd Partial correlation coeffi cient for discrete variables. 

When the value for VIF' and CI is grea te r than 10 and 30 re spective ly, it ind icates 

the existence of severe mul t i-co linearity problem a mong continues variables . 

When the value for partial coefficient is greater than 0.5, it indicates the 

existe nce of multicolin earity problem a mong discrete variables. Accordingly, 

multi -co linearity problem was found among the discrete varia bles of sex a nd 

marital s tatu s bu t not among continuous variables. Thus after avoiding the 

correlated and less important variables, other va riables without colinearity 

problem were put in the model for an a lysis. 

Results from the logistic regressIOn revealed that the coeffic ients for variables 

age of household h ead, produc tive la bor , amount of cash cred it a nd access to 

extension and access to irrigable la nd were found statistica lly insignificant. On 

the other hand, the coefficien t for variables number of lives toc k(TLU) , s ize of own 

la nd(ha), distance from ma in road or market places(min), education a l status of 

head of household and sex of head of a household were found to be statistica lly 

s ignificant .It is a lso evident that the coe ffici ent for so me statistically s ignificant 

variables is positive and whi le for others it is negative reflecting the non ­

unidirec tional effect of these vari ables on livelihood divers ification. However, 

generally many regressors have th e expected signs. Below th e s ignificant 

variables are d iscussed briefly. 

Sex of Head of the Household 

It is common that rura l women headed households ha ve limited capacity to rely 

on farming as th e ir major source of li vel ihood due to the ir limited asse t 

bases(land, ox ,labor). Due to the limited la nd size , s h or tage of male labo r 

coupled with exist ing socia l norm s and othe r rela ted fa c tors could cu rtail 
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wom en's partic ipatio n in fa rmi ng ac tivities . In suc h a scenario women headed 
house holds may have greater propensity to shift their economic activities 
towards off-farm act iviti es . 

As anticipated, th e results of the logistic regression revealed th at the coefficient 
for the variab le sex of head of household was statis tically significant at 10 
pe rcent leve l and th e sign was positive. The odds ra tio value suggests that female 
headed households like ly to diversify its economic ac tivities towards off-farm 
activitie s , other varia bles remai ning constant, by a factor of 2.6 . 

This finding was simi lar with the works of Dola n (2005) who identified in Uganda 
that more fem a le headed hou sehold s with limited landholding engaged in off­
farm ac tivities as co mpared to their counter parts. 

However, it is importa nt to differentiate between diversification activities that are 
adopted for surviva l issues from th a t of mainly employed for accumulation 
purpose (Rea rdo n , 1997) . Di ve rs ification among fema le headed household s could 
be u sed for s urvival issues. This is becau se in most cases female-headed 
households were fo und to have less access to esse ntia l assets or capita ls 
(e. g. skill, finance) to e m bark on more remu nerative off-farm activities (Dolan, 
2005). 

Age of Household Head 

Though, initia lly it was hypothesized that as age of a hou sehold h ead increases 
th e tendency to dive rsify economic a c tivity toward s off-fa rm will decrease. 
The logi s tic reg ressiol~ result revealed that the coe ffi cie n t for the variable age 

was not s tatisti cally significant at either I, 5 or 10 percent leve ls. The refore in 
thi s stu dy age was not found to be a dete rmin a nt factor of livelihood 
diversification. 
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Education/ Literacy Status/ 

In many em pirical evidences education is found to have a positive influence on 

live lihood diversification. Education is used as a proxy indicator of the stock of 

human capital. Educated people who have the knO\\'ledge and s kills can easily 

engage in some rura l off-farm activiti es (e.g. self employment or sala ried jobs) 

than the illiterate people. 

As anticipated, the result was statistically s ignificant at 5 percent level and the 

sign was pos itive. The odds ratio 2.5 implies that if the head of a household 

become li terate, the household's chan ce of engaging in various off-fa rm activities 

will increase by a factor of 2.5. 

Family Members with the Age of 15-60 

Initially it was hypoth esized that households with greater number of fa mily 

members with the age of 15 to 60 will show higher tendency to diversify their 

economic activities. In contrast to the antic ipation, the result was statistically 

sign ificant at neither 1, 5 nor 10 percent leve ls. Therefore, the variable is n ot the 

determinant of livelihood diversification in the study area. 

Own Land Size 

Land is the most importan t resources for the livelihoods of rural households. Th e 

associat ion between land and livelihood diversification can be seen in two ways. 

1n some contexts households with large land size were able to engage in better 

remunerative activities (Barrett, Reardon and Webb , 200 1; Barrett, et a i, 2001). 

On the other hand, households witl"> small land size, which is resulted from 

continuous land fragm entation, were engaged more in off-farm activities (Ellis, 

2000, Bryceson , 2005; Tes faye, 20005). The hypothesis for this study for the 

variable land s ize was made in relation to the latter scenario . 
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As anticipated, the resu lt of the logistic regression for the variable la nd size was 

fo u nd statistically s ignificant a t 1 percent level. The s ign was negative suggesting 

that as the la nd size of a household decreases the tendency to d ivers ify its 

econ omic activi ties in to off-farm ac ti vities will increase. 

The odd ratio valu e, i.e. 3.5, implies that other variables remainin g constant, a 

one hectare decrease in the land size of a household will increase household's 

level of pa rticipation into off-farm activities by a fac tor of 3.5 . The fin dings of th is 

study sugges t that hou sehold s who own a dequate land will stick to farming 

ac tiv ities. The oppos ite holds t ru e for off-fa rm activities. 

This fi nd ing was consisten t with th e work of Tesfaye (2005) and qui te opposite to 

that of Ba rrett et a l. (2000) and Reardon et al. (2000) cited in Barrett et a I. , 

2001). It was a lso in contrast to the findings of Mula t a nd Tefari (1 996) who 

poin ted out positive associa tion be tween some off-fa rm ac tivities and holding 

size. 

Size of Livestock Owned 

Livestock ownership h as a multi-dimensiona l purpose for rural households. 

Lives tock can be a sou rce of food, income, drought power, tra nsportation etc. 

Livestock is also a store of wealth for a rural household both on ' short and long 

term basis. They have an extra value of being a symbol of wealth and socia l 

status (Ash ley and Na nyeenya, 2005; Ya red , 1999). Households with la rge 

number of livestock can generate adequate income from it which can enable 

th em easily fulfill the ir food a nd other need s a nd this ca n reduce househ olds' 

propens ity to e ngage in off-fa rm activities. Thus, having large lives tock can 

reinforce .the farmin g system. Farmers with larger livestoc k migh t show less 

interest to engage in off-fa rm activities. 
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As priori expectation, the results of logistic regression portray that the coe fficient 

for the variable livestock was found statistically s ignificant at 1 percent level and 

the s ign is negative. The odds ration value, 1.4, for livestock predicts that a 

decrease of one TLU, other variables remammg constant, will increase 

partic ipation of a rural household 111 off-farm ac tivities by a factor of 

1.4.Therefore, it can be concluded that livestock s ize, measured in TLU , is one of 

the determinants of live lihood diversification in the study area . 

This resul t is inline with the works of Mulat a nd Teferi (1996 ) who came up with 

a resu lt of the negat ive relationshi p between livestock size and livelihood 

diversification. But it is in contrast with that of Anderson and Deshingka r (2005) 

who identified the existence of positive association between livelihood 

divers ification and livestock s ize in s ix rura l village of India. 

Access to Irrigable Land 

Access to irrigable land is expected to infl uence the live lihood strategies of ru ra l 

hou sehold s . Household s that have access to ir rigable la nd are expec ted to show 

greater tenden cy to participate in off-farm activities than households without 

irrigable land. However, contrary to priori expec tation, the coefficient for the 

variable access to irrigable land was not s tatistically significant at neither 1, 5 

nor 10 pe rcent levels. 

Access to Credit 

Access to working capital is one of the formidable changes which constrained 

many rural households frorl participating in better lucrative off-farm activities. 

This problem can be addressed by creating cash credit access to rural 

households. The amount of money cou ld play impo r tant role in de termini ng the 

type of off-farm venture. 
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It was expected thal house hold who took larger amount of cash loan will 

diversify their economic activities to off-farm activities more than those who took 

smaller amount of cash cred it. Contrary to the anticipation , the coefficient for the 

variable was not statistically s ign ificant at either 1, 5 or 10 percent levels and 

the sign was negat ive as well. 

Distance from Nearest Market Places and Main Road Measured 

in Minutes 

The varia b les d is ta nce from nearest market places and m a m roads measured in 

minutes were included to captu re th e effect of these infras tructures on livelihood 

diversification. Distance from market places an d main road is expected to have a 

negative coeffi cien t. 

As expected, the coeffi c ient for the variable s d istance from nearest m a rket places 

and m a in road was found s ta ti stical ly significant at 10 and 1 percent levels 

respectively . The signs were also negative. The adds ratio value for the variable 

distance from nearest m arket places and main road was 2 .1 and 2 .4 respectively 

predic ting that a decrease or a di stan ce walk in one minute from the residence of 

a household to a m a rket place and ma in road, other variables remain constan t, 

will increase live lih ood diversification by a facto r of 2.1 a nd 2.4 respectively. The 

resul ts from this study were more or less similar to m a ny other empirical 

evidences (Lanjouw et aI, 2001; Moduma a nd Wobst, 2005; Escobal , 200 1) . 

Accord in g to Barrett, Reardon and We bb (200 1: 18) greater physical access to 

ma rkets a nd road improves non-farm earnings 

Extension Service 

It is expected that farmers who a re frequently visited and advised by 

DA/Develo pment Agent / will h a ve a be tter knowledge on how to inc rease 

agricultural productivi ty and farm inco me. Whereas farm er s who a re not visited 

and advised by extension workers will have limited knowledge on how to 
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increase agricultural productivity. Due to this reason the latter group will s how 

greater probability to participate in off-fa rm ventures. However, quite contrary 

to the expectation, the coeffi cient for the variabl e was found statistically 

insignificant at any of the 1,5, and 10 percent levels . 

Generally, both the descriptive and logistic statistics indicate that rural 

households rely on multiple income sources a nd involvement in those activities 

is largely influenced by asset endowments of households. The following section 

summaries the findings of the study and the ways forward. 
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CHAPTER FIVE 

5. Conclusion and the Ways Forward 

5.1Conclusion 

Traditiona lly rural economy was equated with farming .There did little 

understand in differentiating the rural household from the farmer (Bebbington, 

1999; Meindertsman; 1997; Escobal , 2001). However, currently the multiplicity 

of rural economy and the heteroge neity of the rural actors have been recognized. 

In the contemporary poor countries livelihood diversification appears to be one of 

the top development agendas a s an entry point in the design of the rural 

development interventions (Scoones , 1998). 

Live lihood diversificati on cou ld be associated with pus h and pull factors (Ellis, 

2000; Ponte 2002). It could be a dopted as a response to the fall of the 

agricultural sector or adapted to take advantages of employment opportunities 

that come with the growth of urban centers in the rural areas. In Ethiopia, 

albeit, farming rema in s the dominant forms of livelih ood, rural households are 

increasingly able to broaden their income base by running other off -farm 

ventures (Masefield , 2001 ;Tesfaye, 2003). 

Ethiopian farm is suffering from a number of facto rs re lated to continuous land 

fragme ntat ion, unreliab le weather condition, low tech nologica l adoption, in 

appropria te policy in terventions, ina dequate infrastruc tures and poor human 

developmen t etc. Cumulatively a ll th ese proble ms have suffocated growth in the 

agricultura l sec tor a nd ,einfo rce it to remain in stagnant pos ition. Given the 

cu rrent trend the sector would not have the capac ity to absorb the ever growing 

rural labor a nd the efforts in pove rty reduction through the agricul tural sector 

a lone appears to be unattaina ble in the foresable future . 
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The government puts ADLI as its development s trategy a nd the rural economy as 
an engi ne of growth and th e s ma ll holder farme r as the main actor. This 
orthodoxy thinkin g a nd practice cou ld crea te a vacuum for the development of 
th e off-farm sector. Th rough not given due policy su pport, rural household s 
depend on a dive rsi fied economic ac tivities besides farming. This study has 
highligh ted that about 60 percent of sampled households in the woreda were 
engaged in a variety of off-farm activi t ies and a ble to generate extra income from 
these sources. For house hold s that divers ify the ir economies 18.6 percent of 
their net a nnua l income co mes from off-farm ac tivities . 

Some of the off-farm ac tivi ties identified in the study a rea include rural trading 
activ ities, rural cra fts, daily la bor, rural shopping beve rage sale, salaried rura l 
jobs, firewood sale etc . Live lihood divers ification in the study a rea is affected by 
intrin s ic household characte ri stics and other locally available asse ts. 

The logistic regress ion result indicates that household hea ded by literate people 
and fem a le , and those who own s ma ller land holding and livestock size have 
s hown greater probabil it·y of diversifying thei r economic activities than their 
counter parts. Furthermore, hou sehold s which are located nearer to market 
places and a ll weather roads indicate greater te nden cy to participate in off-farm 
ac tivities tha n .those households located for awa y from these structures. These 
resu lts vividly indicated that difference s in ini tial asset endowment play 
s ign ificant role in s haping li ve lihood d irections. 

Though li veli hood diversification seems fuel ed by land a nd livestock sh ortage, it 
is the rela tive ly educated house holds and those who a re found nearer to market 
places and a ll weathe r roads that were able to engage in various off-farm 
activ iti es. Generally, taking the smal ler relative small average Income share of 
the off- farm sector and the logistic regre ssio n results of the determinan ts of 
li velihood diversification suggest that in the study a re livelihood divers ification is 
mainly fuelled by push fa cto rs and le ss by pull factors. 
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5.2 The Ways Forward 

This study has shed light that livelihood diversification seems an integral pa rt of 
the income portfolio of rural household s. In light of this finding the following key 
a nd priority areas of interviews a re forwarded . 

1. The rural eco nomy is more than agriculture. In rea lity it IS an 
agglomera tion of the farm and off-farm sectors. Majority of rural 
households (60%) do not exclus ively de pend for their survival on farming 
sector. Ra the r they rely on multiple income sources. Therefore, a multi­
sectored rura l development approach which can fit the different 
livelih ood s trategies s hould be designed and implemented. In this regard, 
rural deve lopment practitioners and policy makers should be able to 
refresh their thinking in the process of formu lating policies and 
strategies 111 a manner that can incorporate the role of the off-farm 
sector. 

2. This study revealed that land shortage was one of the pushing factors of 
livelihood di ve rsification. On the contrary, the existing land tenure 
system force s rural labor to remain confin ed in the farming sector. 
Therefore, it should be revi sited so as to allow and encourage 
underutilized rural labor to engage in other off-farm activi ties. In this 
regard efficient land market should be promoted so that households who 
have small la nd holding or with spec ial business s kills can rent out or 
sale land on temporary basi s and involve in other better off-farm 
business ventures. 

3. The developmen t of huma n capital has paramount significance in 
deriving development both in the fa rm and off-fa rm sectors . In this 
s tudy, it was h ighlighted that the re latively literate households were a ble 
to diversify their economic activit ie s. The refore, enhanc ing the huma n 
capital (i. e., skill, knowledge, heath) of rural house holds by expanding 
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adult education , entrepreneuria l a nd business skill training cen te rs etc 
to the rural areas shou ld be given due emphasize by policy makers . 

4. Expand ing rural in frastructu re such as road, electricity a nd related 
infrastructures to rural communities s hould be one of the policy 
supports of 1Il designing rural development in te rvention s . The 
establishmen t an d expansion of th ese public infras truc tures to rural 
household s ca n fac ilitate the growth of the off-farm sector. It ca n also 
c reate positi ve synergy between the rural an d urban eco nomy through 
backward a nd forward linkages .Households that have better access to 
roads can eas ily tra n s port their produc ts (both farm and off-farm) to the 
market a nd purch ase agricultural inputs and other services from the 
market with cost effec tive manner. 

5 . This study has highligh ted that household s located nea rer to market 
places divers ify their economic ac ti vity toward s off-farm jobs. These 
marke t p la ces a re considered as proxy indicators of sm a ll towns. Hence, 
the local or regional governmen t should encourage the growth of small 
rural town s which can be center of growth for the rural economy. These 
ce nters can be source of knowledge and ski ll and ma rket places for the 
hinte r land rural com mun ity . They can a lso facilitate for some rural 
h ouseholds who have special s kill s to switch to business ventures other 
than fa rming. [n the lo ng run these centers can a bsorb the growing rura l 
la bor and reduce m assive migration to big a nd primate cities . 

6. Ru ra l deve lopment practi tioners and th e local government s hould able 
to identify, document a nd e ncourage potentia l s u s ta in a ble livelihood 
diversification that can reduce pressure on the na tural resou rces (la nd , 
forest) and bring improvement in the well-be in g of the people. 

7. Agricu ltu re still accoun ts the larger share of household lIlco me. 
Th erefore, efforts that can increase the productiv ity of the sector should 
be strengthened. 

8 . Empowering female headed household s shou ld be given due policy 
attention both by rural policy makers a nd local governments. 
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Annex -I Pearson's Correlation Coefficient of discrete Variables 

Sex Acade mic Marital A climate Extension Irriga ble 
Discrete S ta tu s S ta tus land 
Var iables 

Sex 1 -0. 044 0.749 -0.095 0 .248 0.11 37 
--
~.246 Academ ic 0.04 1 -0 .1 80 0.174 0 .005 

Statu s 

Marita l 0.149 -0. 180 1 -0.060 0.272 0.167 
Statu s 

Cl imate 0.024 -0 . 174 -0060 1 -0.059 0.096 
Exte n s io n 0.248 -0.246 0.272 0.059 1 0 .176 
Irrigable 0 .137 -0 .005 0.1 67 0 .069 0.176 1 
La nd 
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Annex 2 Pearson's Correlation Coefficient of Continues Variables 

Variable Colinearity Statistics 

VIP CI 

Age 1.047 1. 003 

Family s ize 1.383 3.7 13 

Family m embe r between the ages 15 to 60 1.327 4.358 

Land Size 1.383 6.2 15 

Live stock s ize 1.465 7.626 

Loan cred it amount(birr) 1.301 9.246 

Market Di s tance 1.205 11.1 94 

Road Distance 1.2 1 1 13.848 
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Part 1- Background Information of Respondents 

Kebele .. 

Gote .. 

Village .. . 

Countyside .. 

Climate Dega Woina Dega Kolla .. 

1.1 Household head marital status 

1. Married 

2. Not marri ed 

3. Divorced 

4. Widowed 

5. Others 

1.3 Ethnicity of head of the household 

1. Amhara 

2. 0romo 

3. Argo ba 

4. Other (specify) _ _ ____ __ _ 

1.2 Religion of head of the househo ld 1. Orthodox Christian 

2 . Mus lim 

3. Protestant 

4. Other (Specify ) _____ _ ~ 

1.4 Iiousehold s ize a nd other feat ure s of ho use hold mem bers 

Ser. Family member Sex Martia l status Age Literacy status (5) Major occupation 

No (1 ) (2) (3) (4) (6) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1. Husband 1 . M 1 . Married 1. Iiiterate 1 . Farmer 

2 Wife 2. F 2. Single 2. Only read and 2. Trader 

3 Son 3 Divorce write 3 Pottery 

4 . Daughter 4 Widowed 3. PrlesL'Kuran 4. Daily laborer 



5. Grandson 
I 

5. Others 4. Grade 1-6 5. Carpenter 
6.Granddaughter 

I 
5. Grade 7-8 6. Weaver 

7. Nephew 6. Grade 9-12 7. Beverage seller I 
I 8 Cousin 

I 7 Certificate ITTI 8. Tailor 
9. Laborer I 

8 . Diploma 9. Student 
10. Others 9. Above diploma 10.0thers 

Part II Access to natural capital, relate d activities and land tenure issues 
2.1 Do you own agricultural land? 

I . Yes 2. No 

2.2 I f yes, how do get it? 

1. Through land red i stributi on 

3. Share cropped in 

5. Gift from relatives 

2. Through inheritance 

4. Rented in 

6. Other (specify) 
2.3 What is the total amount of land on which you pay tax and allocated for the following 
purpose during the year 1998 

No. Types 0 f land Timad Hectare 

1 Under annual crops 

2 Under cash crops 

3 Garden land 

4 Grazing land 

5 Forest land 

6 Follow land 

7 Other (specify) 

Total 

2.4 What is the to tal amount of land you share cropped in or rented in during the harvest year 
of! 998 (E.C) (if any ) 

No. Land type L"ni l of measuremen t 

1 Land rented in Hectare 

2 Land share cropped in 

3 Total 

INa ox 

2 Shortage of seed 

3. Lack of labor 

4 . I-laving excess lfmd 

5. Othe rs 
I 
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2 ,6 what is lh(' !rend of land holding ")1%C per household during the last two o r more decades? 
I . [ncrcaslllg 3 .. \Jo cha r H~(, 

2. Decl"c;1slI1g Y. I do 1l0t kllo\\ 

2.7 If decreasing \\'hat do .\·ou thlJ1k the rr'ason could be 

Continuous lanel redistr ibullon 

2. Popula ti o n growt h 

3. 0, hers Ispecil\-J 

2 .8 Is the re a n .\· g raz ing lanel or forest on \\'hic h .'·ou use comm onl.\·? 
I. Yes 2. No 

2.9 If yes, \\'hat do -"ou ben efited from it ? 

1. Grazing 2. Fire\\'ooc! for home consumption 
3. 17ire wood for sal e 4.Pule for h ouse construction 

5. Fruits 6 . Other Ispecify) 
2.10 \\"ho o\\"ns the forest or the grazin g land ? 

I . I<ebele / local governm ent 

3. NCO 

2.1 1 Do you o\\'n irrigable lanel ? 

I. Yes 

2. Community 

4. Other Ispeci f.' ·) 

2. 1\ 0 

2 .1 2. \V hat kind o f c rops .\·ou grew ItSln~ the i rrigat ion during the last 12 mon t hs, and for what 
purpose they \\"{; re used? 

No. 

1 
2. 
3. 
4 
5 
6 
7 
8 

Types of crop Amount prod uced 
--- OutntalJ:;g 

Purpose Income obtained Ibirr) 
if for sale 

Baret 
Wheat 
Ve etables and fru il 
House beans 
Fiud eas 
Lentils "-------t-----,-I 
Onion 
Fenu greek 1 Own consumption 

2 For sale 
3 Other (specify ) J 



3.1 Crop production and lor land productivity and income obtained from sale of cropsduring the last the harvest year 1998 (E.C) No Types of crop Area 01 land cultivated Total produced Total sold Amount of income Purpose 01 Belg season Meher season Quintal Kg Quintal Kg obtained (birr) income 1 Barely 

2 Wheat 

3 House beans 

4 Field peas 

i 
, 

5 Lentils 

6 Sorgum 

7 Maize 

8 Tefl 

9 Lentils 

10 Others 
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3.2 How do you fee l the trend "f land productivity during the last to years? 
1. Increasing 2. Decreilsing 3. No change 4. Do not know 

3 3 If decreasing why ' , 
-

No. Reason Yes=1 Seriousness of the problem 

No=2 1- very serious 

2. Serious 

3. Not very serious 
1 Land shortage 

2 Loss of soil fertility 

3 Inadequate extension service 

4 Drought 

5 Frost 

6 Crop disease or pest 

7 Lack of labor or ox 

4. Livestock Productivity 

4.1 Please te ll me the ty pe and number of livestock you currently owned as well as the number of 
livestock bought, sold and the amount of income obtained from the sa le of livestock and for what 
purpose the money was used du rin g the last 12 months? 
No. Type of Number Bought during the Sold during the last Use of income obtained livestock currently owned last 12 month 12 months from sale of livestock 

Number Birr Number Birr 
1. Cow 
2 Ox 
3 Bull 
4 Heifer 
5 Calf 
6 Horse 
7 Donkey 
8 Mule 
9 Sheep 
10 Goat 
11 Bee 

hive 
12 Ch icken 
13 Others 

(specify) 

1. For purchasing food 
2. For saving 
3.For house constructi on 
4 To cloth 
5 To play tax and loan 
6 To buy seed 
7 To cover school 
feel/cost 
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8.To buy consumable 
items 

! 9. To rum petty trade 
10. Others' (specify) 

.2 Wou ld y ou tell me the amount of income you obtained from the sale of animal by products 
during the last 12 months lif any I ? 

No. By product type Estimated amount of income 

1 . Milk 

2. Egg 

3. Butter 

4 . Skin hides 

5. Honey 

6 Others 

4.3 How do you plough your land? 

1. Using my own oxen 

2. With my relatives support 

3. In exchange of labor 

4. Digging using hoe 

5 . Other (specify) ______ _ 

5. Involvement in non-farnl economic activities 

5.1 Did you or any family member participated in non -farm activities during the last five years? 
5.2 . If yes, could you tell me the type of activity, who participated, the amount of income and its 
use during the last 12 m onths? 
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No Type of activity Participants For how long Reason of participation Frequency of Income obtained (birr) Use of the rnone~ you stayed participation Per month Per year 
1. Trading in grains and 

pulses 
2. Trading in livestock 
3. Sellino of beveraoe 
4 . Sellinq of food 
5 Tradi~ .in chickens 
6 Trading of honey 
7. Trading of butter 
8. WeavinQ 
9 . Spinning 
10. Pottery 
11. Blacksmith 

i 12. Carpentry 
13. Tailoring 
14 Daily Iwage labor 

- - -------
15 Food Icash for work 
16 Sha re cropping out of 

land 
17. Rentino out land 
18. RentinQ oul animals 

._--------
19. Grain mill 
20. TradinQ in veQetables 

._-- -------

21 . Sale of firewood 
22 . Sale of straw 
23. Sale of polel trees 
24 . Petty trade 
25. Others (specify) 1 Father 1. Throughout the year 1. Daily 

1 To pl.Jfchase found 
2. Mother 

2. Belg season 2 . Weekly 
for consumption 

3. Son 
3. Meher season 3. Forth night 2. saving 

4 .Daugter 4 . Slack season 4. Monthly 
3. house construction 

5. Grand son 5. Others (specify) 5. Others (speci fy) 4 . to buy clothes 
6. Grand daughter 

5. to pay tax or loan 
7. Nephews 

6 . to buy sead 
8 . Cousin 

7. to cover schoo! and 
9. Others (specify) 

medical fees 
8. To buy consumable 
items 
9. to run petty trade 
10. to buy animals for 
fattcning 
11 . To buy animals fOl 
breeding 
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5,3 Perception of peop le toward s non-farm activi ties 
5.3. 1 In which type of livelihood strategy you are more interes ted to involve in the future: 

I. Agricultural 2. Non- agricultural 3 . [n both 4. None 
5.3.2 Why? __________ _ 

5.3.3. What do you th ink the a d vantage of pa rtic ipating in non -farm activities besides 
agriculture? 

1. It he lps households not to sell crops 

2 . It helps households not to sell livestock 

3. It is a sou rce of e mployment 

4. Others (specify) 

5.3.4 What do you think the constraints to expand non -farm inco m e activities? 
I. Lack of ski ll and knowledge 

2. Lack of sk ill a nd knowledge 

3. Lack of market 

4. Lack of star t up capital 

5 . lack of raw material s and tools 

6. lack of respect for some activities 

7. Others (specify) 

6. Remittance / migration / as a source of livelihood source 
6.1 Is l are there family members or relatives who migrated to other areas and send money back 
to you or any other organization that sends money to you cu rrently? 
1. Yes 2. No 

6.2 If ye s, _ ________ _ 
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--- ~ ----No Who sends money Reason for Person's age and Amount of money lin Frequency of U$e 01 money migration educationa l status kind and sent back money send at the time of during the last 12 
migration months 

--------~ 
Aqe Edun. Sta. Money/cash Kind 

- _. --~-- .-" ·---1 
." -- - - .,- ----. -T 

1. Father 1. For education 
1 "TO -purc hase food for 1 2. Mother 2. In search of job 
consumption I 3. Son 3.Relatives support 
2 Saving 

I 
4. Daughter 4. Other (specify) 

3 House construction 5. Nephew 
4. To buy clothes. 6, Cousin 
5. To pay tax and loan 7. Grand son 
6 To buy seed and other 8. Grand daughter 
agricul tural-Inputs 9.0 rganization 
7 To cover school and 10. Others (specify) 
medial fee 
8 To buy coffee. sugar. 
salt etc 
9 To run petty trade 
10 To buy livestock for 
fattening 
11 To buy livestock for 
rearing 
12.For Equib 
13. Others (specify) 

-



, . I I'OW I would l ike to ask you about the market place you use, distance from your residence 
-. - - -

No. Market name Market place Item Distance from residence Visit Type of Prices at market Km On foot walk frequency transportat ion lIsed place 

----_. \-. 
Purchased Sold Minute Hour 1 Within the kebele 

I 
2 Outside the kebele, 

but within the 

woreda 
. 

3 Out side the woreda 

but within the zone 
4 Other (specify) 

1. Excellent ==1 1. Keyit 
1. Daily 1. Pack animal 2.Debrebirhan 
2. Weekly 2. Man power 2. Very good 3. lrobgebeya 
3.Fortnight 3. Public transport 3. Good 4. Angober 
4. Monthly 4. Others[speclfy] 4. Satisfactory 5. Gudoberet 
5. Others 5. Bad 6. Others[speclfy 

6. Others (specify) 
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Are you a member of an equib a ssociation in your locality? 
1. Yes 2. No 

If Yes, 

! No. of equibs you Frequency 
participated in con tribut ion 

10. Assessing family w ellb e ing 

10.1 Food sec urity condition 

of Amount 

payed 

of money 

10. I. I How ma ny times you a nd your fa mily member eat per day? 

Use of the money 

received 

I. Once 3. Three times 5. Sometimes we dot get one meal per day 
2. Twice 4. Four times 6. Others (specify) 

10.2 How do you get the food used for househ old consumption? 
I . Purchased from market 2. From own production 
3. Both from market a nd own production 4. Others(specify) 

10.3 [ s there adequate food for your family throughout the year? 
I. Yes 2. No 

lO A Do you borrowed grain or food fro m your re la tives during the east 12 months 
I . Yes 2. No 

10.5 How do you prioritize your annu al income in an ascending order? 
I. For food 

2 . Saving 
Prioritiza tion 

3. To run petty trade I " 
2 nd 

4. To cove r school and medical cost 3 rd 

5. To pay tax or loan 4th 

5 th 

6 th 
6. To buy hou sehold assets 

7. To buy clothes 7,h 
8 ,h 
9,h 

8. To buy seed 

9. Others (spec ify) 

10.6 Wha t ta kes the lion share from yo ur a nnual inco me? 
t. Income obtained from fa rm activiti es 

2. Income obtained from non - farm act ivi ties 

3. Both have equal sha re 

4. Oth e rs (specif" ) 
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Housing condition 

10. 7 The house yo u live in is 

1. Your own 

2. Relative's house 

3. Rent house 

4. Others (spec ify) 

10.8 The hou se is m a d e of 

1. Corrugated iron 

2. Hut /gras s thatched / 

3. Both types 

4. Others (specify) 

10.9 Wh ich ty pe of household assets do yo u own? 
1. Ra di o 2 . Bed and blanket 3. Ta ble and ch air 4 .0therslspecifyL 

10.1 0 Are there c hildre n who a re above the a ge of 6, yet not go to school? 
1. Yes 2 . No 

10.11 If ye s , why ? _____________ _ 

I . School too far 

2. Chi ldren a re n eeded for agricultural work 
3 . Unable to cover school cost 

4 . Disability 

5. Others(spec ify) 
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