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ABSTRACT

Income Generation Activities in rural areas focus on improving agriculture and rural non-

farm activities, Income Generation Activities is a way of improving household income

(Canberra, 2000). Improved income enables the poor to build assets, reduce vulnerability to

disasters and improve their food security.

The picture created of households lI1 Less Developed Countries (LDC) shows that,

household focus almost exclusively on fanning and embarks on little rural non-farm (RNF)

activity. However, farming and non-farming activities are linked through investment, production

and consumption throughout the rural economy, farming and non-farming activities form part of

the complex livelihood strategies adopted by household in rural areas as a mechanism for

managing risk and pathways out of poverty.

Risk is one of the countless dimensions of Income generating activities. Risk exposure

causes low interest to invest in a high risk but high return income generating activity, therefore in

an attempt to avoid risk, households takes costly precautionary actions, which contribute to low

household income. Functional markets are essential for income generating activities to raise the

much needed income, hence meet the basic needs of households. In rural areas, market

participation is uncertain, risky and is characterized by unfavourable terms. Under such risky

conditions, many households seek to limit their investments in market-oriented crops. Access to

remunerative and reliable produce markets enable farming households to increase their farm

incornes.

This research examines the problem of "high risk and inaccessible functional market in

Kadelso area", employing systematic random sampling strategy in selecting households in

Kadelso for the collection of data. Data on household income and income generating activities of
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households where collected by administering structured questionnaire to heads of households,

using the household as the basic unit of analysis.

Total income is calculated as the sum of nonfarm income, farm income and unearned

income from scholarships, interest income, social benefits and net transfers. Total nonfarm

income includes self-employment and wage income from all nonfarm jobs. Farm income is

calculated as the sum of farm wages for all household members and income from the peasant

farm, which includes income from crops and animals. Crop income is obtained by multiplying

the volume harvested times sales prices at the market level. Livestock income consists of income

from sold live animals and raw animal products, such as meat, eggs, milk and skin. The share of

income as a measure of activity is used to calculate the share of the various sources of income to

the household income. SPSS and Excel where used to analyze the relationship between risk,

access market and income generating activities to come out with the findings. Farm mcome

contributes the highest share of household mcome in Kadelso, the source of risk to mcome

generating activities m Kadelso are Fulani activities (farm destruction) and bad roads which

results in inaccessible functional market. It is recommended that a settlement scheme for the

Fulani headsmen within the area is developed to settle all Fulani headsmen separately from the

farmers and also promote the introduction of public transport system to cart farm products to

market centres hence breaking the vicious poverty cycle created by middle men and women.

Key Words: Household Income, Income Generating Activities, Non-Farm Income Activities,

Farm income Activities, Risk and Market Accessibility.
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CHAPTER ONE

This chapter opens with an introduction and discussion of the background information on

income generating activities, risk and market inaccessibility households' face. The background

information leads to the identification of the research problem, followed by the research

questions and objectives, this chapter is finalized by giving the significance of the study.

1.0 Introduction

Despite the rapid process of urbanization observed in most developing countries, poverty

still remains a predominantly rural phenomenon IF AD, (2001). These trends are expected to

persist in the foreseeable future. It is therefore critical that poverty is addressed in both poverty

reduction strategies and, generally, as part of policies seeking to promote rural development.

Hence, it is important for developing countries and international development organizations to

continue to assess approaches to rural development and their effectiveness in reducing rural

poverty, Carletto, et al. (2007).

The income generation strategy in rural areas focus on improving agriculture and rural

non-farm activities-(NF A) as well as improving risk management in both agriculture and

nonfarm activities. Rural development sector programs should be designed to meet the basic

needs of rural communities (Canberra, 2000). Improved income enables the poor to build assets,

reduce vulnerability to disasters and improve their food security.

The picture created of farming households in Less Developed Countries (LDC), shows

that, farming household focus almost exclusively on farming and embarks on little rural non-

farm activity, this image persists even today. However, it would be misleading to see Rural

Non-Farm Income Generating Activities (RNFIGA) in isolation from Farm Income Generating

Activities (FIGA) as both are linked through investment, production and consumption
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throughout the rural economy,-RNFIGA and FIGA form part of the complex livelihood

strategies adopted by households in rural areas and in income diversification. Diverse income

generating activities offer alternative pathways out of poverty for households as well as a

mechanism for managing risk in an uncertain environment. It is important that, rural

development should be viewed as the full range Rural Income Generating Activities (RIGA),

both agricultural activities and non-agricultural activities, carried out by rural households, this

can foster a better connection between the various economic activities that take place in the rural

space and their implications in meeting basic household needs for economic growth and poverty

reduction, Benjamin, (2007).

1.1 Background

A widely accepted tenet of the development literature is that, in the process of structural

economic transformation that accompanies economic development, the farm sector as a share of

the country's GDP will decline as a country's GDP grows (Kuznets, 1957; Chenery & Syrquin,

1975). However, farming has been considered the principal economic activity of poor rural

households; this view has been emphasized by the dominant small-farm first paradigm, which

promotes agriculture among smallholders, Ellis & Biggs, (200 I). Recent evidence clearly shows

that rural households are involved in a range of economic activities and that agriculture, while

remaining important, is not the principal activity of the poor (F AO, 1998; Hazell, & Reardon,

2007). This realization has led to the livelihoods approach which recognizes that households use

a range of assets in a variety of activities, including agricultural and non-agricultural activities, as

part of a livelihood strategy, Ellis, (2000). Although participation rates in agricultural activities

are high, the share of total income from agricultural activities is substantially lower than the

participation rates. Agricultural activities represent between 25% and 77% of income generated

2
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by rural households and make up, on average, 56% of all generated income, as compared to rural

non-agricultural economy which plays a critical role in the income generation of rural

households and on average, non-agricultural activities contribute 44% of rural household

income, Winters, (2009).

Despite the fact that agriculture related activities still comprise the largest share of total

income among rural households, a number of research show the growing importance ofRNFIGA

contribution to income generation among households, especially in developing countries. A

survey of these studies indicate RNFIGA income in Africa represent 42% of rural income, in

Asia 32%, in Latin America 40% and in Eastern Europe 44% (Davis et al. 2008 and FAO, 1998)

as cited in Zezza, (2007).

Trend in the classification and composition of RNF activity imply that Africa and South

Asia are considered to be in the first stage of RNF sector transformation. In this stage, RNF

activity have a production or expenditure relation with agriculture, whereas farming employs a

larger share of the rural population, also RNF activity tends to be concentrated in the villages

(rather than in rural towns), with little dependence on rural-urban links. Agriculture on the other

hand depend mainly on domestic supplies for farm inputs, processing, distribution of farm

products and other services, provided by small to medium-scale firms (Reardon, 1997).

As depicted in the literature above, nonfarm earnings account for a significant portion of

household income in rural Africa, as compared to other regions in the world. Farm household

diversification into nonfarm activities emerges obviously from diminishing or time-varying

returns to labour or land, from market failures or from risk management, and coping with

adverse shocks, where returns to productive assets differ over time or among individuals within a

household and among households within a community.
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Central issues of profitability and sustainability of different IGAs including market study

and possibilities for risk management findings show both farm and non-farm IGAs to be

profitable from the viewpoints of the ultra-poor Miah, (2008). The profitability of these activities

however face some crucial problems, these include: inadequate credit facilities, unavailability of

improved breed and good quality seeds in the local market, presence of middlemen, volatile

prices in input and output markets, social problem like theft, unavailability of fertilizers during

the peak period, insufficient institutional credit and fluctuations in demand and prices.

The problem of risk and uncertainty is really a knotty problem in income generating

activities in rural areas, but still lack tidy solution, as a result considerable percentage of rural

people engaged IGAs are trapped in poverty, with inadequate access to land, limited access to

markets, and a lack of access to resource to mention but a few (Mngxitama, 2004; Dama & Israt,

2004). Rural farming communities as a result experience isolation, both from markets and

employment opportunities (Mahmud, 2003). Productive and income-generating activities utilize

local available resources and generally aim to benefit the entire community.

Small and micro-enterprises are often therefore seen as key players in rural community

development, due to the fact that they provide social structure and can address the difficulties

which rural communities face (Fielden et al., 2003).

Though evidence exists on the relevance of the RNF economy for the development of

rural areas, numerous limitations in the literature continue to be the case. Lanjouw and Feder

(2001) note that majority of the variation among countries in the share of RNF activities stems

from the limitations of the data used such as outdated or missing data. The only available data

are case studies of limited geographical coverage, which are not nationally representative.

Although an increasing number of developing countries now carry out nationally representative
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surveys, the available evidence on rural income shares remains scanty (Carietto 2007). The most

often cited cross country comparisons in FAO (1998) and Reardon et ai., (2001) have aged and

are based on non comparable surveys in different countries.

In Ghana, the policy document, Ghana Poverty Reduction Strategy for the period 2003-

2005 (GPRS 1). recognized the development of the rural economy as significant to the

transformation of the national economy, and therefore promote a strategy centred on the

modernization of agriculture and the development of the agro-industry for the rural sector

economy. The Ministry of Food and Agriculture is identified as the front institution in the effort

to transform the rural economy, though an "integrated, interdisciplinary and cross-sect-oral

approach" is called for. Many of these ministries lacked specific strategy to operate in the rural

sector; this is coupled with issues of coordination and conflict of responsibility, for instance a

Rural Infrastructure Coordinating Unit which was set up to coordinate rural infrastructure rather

became an implementation agency for a Village Infrastructure Project (Oduro, 2006).

Processing farm produce such as palm oil, gari, shea-nui and groundnut oil are prevalent

off-farm income generating activity. In Northern Ghana gathering shea-nuts can account for up

to 60% 0(' rural women's cash income (Anokye, 2007). The People in Kadelso are predominantly

farmers using the fertile lands for the cultivation of roots, tubers, legumes, livestock rearing and

poultry production. Fishing is also an important economic activity which is carried out primarily

by the Ewes (Battoirs) on White Volta and its tributaries.

1.2 Problem Situation

The increasing number of income generating activities points to the fact that households

are engaged in various livelihood activities to meet their basic needs. The fundamental basic

5
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needs of households in Kadelso are water and food required for the continued existence of all

humans including shelter to provide the necessary protection from the environment. The

fundamental basic needs of water, food shelter and education have been described by Maslow in

his theory "Maslow hierarchy of needs" as physiological needs - they are the literal

requirements for human survival. If these requirements are not met, the human body simply

cannot continue to function (Maslow, 1954).

The livelihood activities of rural households are varied across regions. Income generating

activities are of different types, from smallholder farming to self-employment in the rural non-

farm economy. While some households rely principally on one type of activity, most seek to

vary their income generating activities (livelihood) base as a way to reduce risk. Exposure to risk

is one of the countless dimensions of income generating activities. Poor households are

characteristically more open to the elements of risk and least protected from it. Risk exposure

causes increase in the intensity of poverty due to low interest to invest in a high risk but high

return income generating activity, hence, households do not only lose income but also face the

risk of becoming poorer. Therefore in an attempt to avoid risk exposure, households take costly

precautionary actions, which contribute to poverty.

Rural production shocks lead to poor levels of contractual agreement. Risk of production

thus tends to swell through the rural economy. Moreover, shocks are so frequent that it is easy

for opportunists entrepreneurs in income generating activities to falsely claim being unable to

satisfy the agreements due to conditions beyond their control. Production risk is thus

compounded by opportunistic risk. The fear of breach of contract is so severe that it leads to the

absence of well functioning markets. Well operating markets are essential for income generating

6
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activities to improve income to meet the basic needs of households, hence rural growth. In rural

areas, market participation is uncertain, risky and is characterized by unfavourable terms. Under

such risky conditions, many households seek to grow their own food rather than buying it in

local markets, while others limit their investments in market-oriented crops in the absence of

reliable produce markets. Access to remunerative and reliable produce markets can enable

farming households to commercialize their production systems and increase their farm incomes.

Studies estimate that average farm incomes could be 10 to 20 per cent higher in the absence of

risk, Rural Poverty Report (2011).

Poor rural households seek to manage risks by diversifying the use of the factors of

production at their disposal - land, labour and capital. Different household members invest their

resources in a range of income-generating activities to avoid overexposure to the risks of

agriculture or nonfarm activities, Rural Poverty Report, (2011). People employed in rural income

generating activities failed to access financial assistance from banks and other financial

institution because such activities are considered to have a high risk of collapse due to poor

market. This research will examine the problem of high- risk and inaccessible functional market

in Kadelso area.

1.3 Research Question

Main Research Question

What are the causes of high risk in income generating activities and inaccessibility of

markets in Kadelso?
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Sub-Research Questions

1. How are government policies contributing to reduce the high risk in income generating

activities and improve market accessibility in Kadelso?

2. How do the high risk and inaccessible market affect rural non-farm (RNF) incomes

contribution to basic household needs?

3. How do high risk and inaccessible market affect farming activities contribution to basic

household needs?

1.4 Research Objectives

Main Research Objective

The overall objective of this study is to determine the causes of high risk in income

generating activities and inaccessibility of markets in the Kadelso area of the Brong Ahafo

region of Ghana.

Sub-Research Objectives

1. To find out how government policies contribute to reduce the high risk 111 income

generating activities and improve market accessibility in Kadelso area.

2. To find out how the high risk and inaccessible market affect rural non-farm incomes

contribution to basic household needs.

3. To find how high risk and inaccessible market affect farming activities contribution to

basic household needs.

8
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1.5 Significance of the Study

This research is intended to demonstrate the sources of household income, the

contribution of each income generating activity to the household income, the risk and challenges

facing income generating activities in rural Ghana using Kadelso as a case in point. This research

will explore extensively the role farming activities and non farming activities contribution to

household income in rural areas. The study will also come out with ways to improve household

income by exploring and exposing new ways of preventing, managing and copping with risk

among rural poor. The research will also come out with practical suggestions to improve market

accessibility in rural areas as a way of ensuring a reliable market for rural farmers, hence

increasing household income. Reliable markets couple with reduce risk in rural income

generating activities will encourage more youth to go into farming, instead of migrating out to

Accra and Kumasi in such of non-existing job. If people are employed leading to an increase in

household income, crime rate will reduce. The data and finding generated from the study will be

made available to the kintampo north municipal through the Kadelso zonal council to help in the

future economic planning of the Kadelso area

9
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CHAPTER TWO

2.0 Introduction

Under this chapter theories and concepts of income generating activities, risk and market

inaccessibility is reviewed. The three concepts of risk, inaccessibility of market and income

generating activities are investigated to draw a link among the three concepts. The conceptual

frame work is developed to illustrate how a good management of risk, market inaccessibility and

income generating activities can improve households' income there by enabling households to

meet their basic needs.

2.1 Literature Review

In order to effectively carry out this project there is the need to study work done by other

scholars in this field. I therefore reviewed literature on income Generating Activities, Risk

related to IGA and issues of Market Access.

The intricacy of forces operating against the poor in third world countries is increasing

now than before, hence have given rise to many development agencies raising their effort to

assist poor people in developing countries, especially women to improve their income on their

own efforts. These moves toward improving the incomes of households are classified as income

generating activities" Berger, (1989a). Remenyi, (1991) in his book "where credit is due" explain

that many

Enterprises in the informal sector rely on skills learned from traditional domestic duties

of women, especially those associated with food processing, textile craft, basket making. and

weaving. These activities are developed into income generation activities. Preceding the 1970s

10
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income generating activities was dominated by welfare approaches. Grants were given for

training in income generating projects. These projects where seen to be undersized and

underfund Berger, (1989a). Interventions designed to advance the well being of rural households

focused on increasing asset ownership. Since asset determine the economic activities of a

household and promote income generating activities thus a path for improving household

welfare.

Historically, farming has been considered as the principal economic activity of rural

household (Elis & Biggs, 2001). Recent evidence show that rural household are occupied in a

variety of income generating activities and that agriculture while remaining important, is not the

sole or principal income generating activity of the poor ( FAO, 1998). Households use

agriculture and non - agriculture activities, as part of a livelihood strategy and accept that there

are several ways to improving the income of household (Elis, 2000).

Income Generating Activities (IGA) serves as a major source of income, especially for

the rural household. Remenyi, (1991) explained that many enterprises in the informal poverty

economy rely on skills learned from the traditional domestic duties of women, especially those

associated with food processing, textile crafts, basket making, and weaving. These activities are

developed in to income generating activities for these women. Rural income generating activities

encompass agricultural production (crop and livestock), agricultural wage employment, non-

agricultural wage employment, non-farm enterprises, transfers and non-labour income sources,

Zezza (2007). The study and implementation of IGA in developing countries will help to break

the systemic poverty experience in most rural households.

11
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In the light of this, Rural Income Generating Activities can be put in two main groups,

thus Farm Income Generating Activities (FIGA) and Non Farm Income Generating Activities

(NFIGA). FIGA and NFIGA are best described as credit-based income generation projects

(CIGPs) and also a source of employment generation to improve the quality of life - in human

welfare, personal dignity, and self-worth of the intended beneficiaries, Remenyi, (1991).

2.2 Rural Farm Income Generating Activities

A common division of income is created, for both agriculture and non-agricultural

activities, six basic categories of income have been identified for analysis: 1) crop production

income; 2) livestock production income; 3) agricultural wage employment income, 4) non-

agricultural wage employment income; 5) non-agricultural self employment income and 6)

transfer income. The first three categories (crop production income, livestock production income

and agricultural wage employment income) are grouped to make up agricultural activities while

the latter four represent non-agricultural activities, also crop and livestock activities are classified

as on-farm activities whereas non-agricultural wage and self employment together make up non-

farm activities, Zezza et aI., (2007). For farm income to increase there is the need fo~·households

to increase productivity and improve the quality of produce through improved farm management

practices and diversify agricultural, forestry and fisheries production to meet evolving market

demands. Economic growth increases on-farm opportunities to generate income through shifts in

consumption from staple foods to higher value produce such as meats, fish, milk, fruit and

vegetables. On-farm diversification also helps to safeguard the sector from commodity price and

demand fluctuations (Canberra, 2000).

12
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The livelihoods approach recognizes that households use a range of assets in a variety of

activities, including the generation of both farm and non-farm income activities, (Ellis, 2000).

However, farming has been considered the principal economic activity of rural households; the

dominant view of development has been the small farm first paradigm which emphasizes

promoting agriculture among smallholders to increase the income of households (Ellis & Biggs,

2001). Therefore, the main asset whose accumulation has been promoted has been land, for the

reason that land ownership and access are closely linked to agricultural production, food security

and increase rural income generation. The small-farm first perspective therefore emphasized land

as the key asset to bring about gains in both equity and efficiency in farm income.

To improve the general living standards of rural household through farm income, it is

important to reduce risk associated to farm income generating activity by ensuring access to

land, improved farm management and access to a well functioning market

2.3 Rural Non Farm Income Generating Activities

A number of pragmatic reports provide analytical verification that shows the significant

contribution of the rural non-farm (RNF) sector to the economies of developing nations. Early

assessment of this literature by FAO (1998) showed that RNF activities account for 42% of the

income of rural households in Africa, 40% in Latin America, and 32% in Asia with the data

indicating an increasing trend over time(winters et al., 2009).

Rural non agricultural economy plays a critical role in the income generation of rural

households. An average participation rate of 29% of households is involved in non-agricultural

wage employment, 24% of households are involved in non-agricultural self-employment and

44% of rural household income is from non-agricultural activities, winters et al., (2009).
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The importance of each of the different types of rural non-agricultural activities varies by

country. For Albania, Bulgaria, and Tajikistan, where there are large government pension

programs, and particularly, transfers are the most important source of rural non-agricultural

activity. For Malawi, Madagascar, Ghana, Vietnam, and Pakistan self-employment activities are

the most important non-agricultural activity.

One increasingly and important element of the risk management strategies of large

numbers of rural households is non-farm self-employment and wage employment. It IS an

important path out of poverty for the growing numbers of rural people.

Non-farm economy development relies much on agriculture as a major contributor to the

sector. However, nowadays there are other important drivers that playa role in stimulating the

growth of the non-farm economy. These include liberalization, urbanization, and globalization;

these are sources of creating new employment opportunities in developing countries. the

transmission of mobile phones in rural areas help to improve communication and information

systems in this communities and finally, growing the level of investment and development in

decentralized rural economies hence the RNF economy develops by the creation of such

different opportunities within the sector.

Government role in the creation of an improved environment for the rural non-farm

economy is important. However, an important part of that role may be to facilitate initiatives

taken by others such as rural workers' organizations.

Strengthening the capabilities of people to take hold of the opportunities created within

the rural non-farm economy in the rural areas. Education and skills are particularly vital, because

they enable rural people to access employment opportunities, and improve their capacity to
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establish their businesses. Technical and vocational skills development should be tailored to

current needs of rural people, Rural Poverty Report, (2011).

Results of research on the importance of infrastructure and proximity differ across

previous areas possibly because of different in the definitions of infrastructure and access to

market. Elbers and Lanjouw, (2001) found in Ecuador that households near larger urban areas

and remote rural areas participate less in non-agricultural activities relative to those near smaller

urban centres, in Brazil Ferreira and Lanjouw, (2001) find that being close to an urban region

increases the chance of participating in non-agricultural wage employment. For Nicaragua,

Corral and Reardon, (2001) find that having access to electricity and better road increase the

probability of being involved in rural non-agricultural wage employment and the amount of

income earned from that activity. Winters et al.. (2002) find that in Mexico proximity to urban

centres is a disincentive to participate in agricultural wage activities; however those in semi-

urban communities are most likely to participate in non-agricultural wage employment.

2.4 Institutional, Policy and Rural Non Farm

Many rural households already have a foot in the rural non-farm economy;

fundamentally, most households have one foot in farming and the other in the nonfarm economy.

50 to 60 percent of households in sub-Saharan Africa derive their income from RNF activities. In

various situations the rural nonfarm economy is of substantial significance for women and

although men have the larger share of non- farm employment. women make up between 10 and

40 per cent of those employed in the rural non-farm economy, with the highest in sub-Saharan

Africa and Latin America, Rural Poverty Report, (2011). Studies confirm previous findings that

rural non-farm economy plays a significant role in income generation as part of a diversified

income strategy together with agricultural activities, the challenge for existing and future rural
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development strategies is in the ability to go beyond agriculture, so as to recognize the adequate

elements of an integrated rural strategy that best harmonize the pivotal role of agricultural sector.

RNFE has grown too large to accept its constant neglect in rural development policies (Zezza et

a!., 2007).

After many years of debate about the existence of a vacuum in the institutions for rural

productive activities within the rural nonfarm economy (RNFE) other than agriculture, the

vacuum is still there. Despite the development in the institutional landscape since the early 1990

s, several changes have taken place and important parts of the vacuum are progressively being

filled. Notably is the development of new concepts and approaches and their implementation,

what is proving complex is moving from the enunciation of principles to practical policy

measures.

A practical example of this is the fact that, apart from agriculture, there is no easily

identifiable rural institutions dealing with economic activities in the rural communities; the same

apply to other rural workers and entrepreneurs, therefore resulting in a generally weaker

enunciation of measures of relevance to the rural income generating activities outside farming.

Decentralization and the move toward community-driven development have been the most

significant new developments in rural development since the 1980s. In Ghana, according to the

decentralization Act 462 of 1993, the District Assemblies are to be responsible for the overall

development of the district. An evaluation of the actual progress of decentralization concluded

that "government agencies continue to retain their "hierarchy" from national to regional to

district offices. Real fusion has not yet occurred. Some divestiture of implementation authority

for programs and projects has occurred to the district level, but are still occurring vertically, from

national to regional and district offices of the same departments (Winters et a!., 2009). These
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have been pursued as possible means not only to ensure greater accountability, but also to

enhance coordination on the ground and exploit local informational advantages.

Creating the capacity and institutions that are needed at the local level will take some

time; hence government and donors should amend their expectations and time. For instance

studies in Ghana and Guatemala show that it may take up to 10 years just to get the process

moving, however that is not an excuse for central bureaucrats not to devolve power, (Winters et

aI., 2009).

2.5 Risk Management and Social Protection

Holzmann and Jorgensen, (1999) use the expression "social risk management" to refer to

the social management of risks: how risk is managed by society (not how social risks is

managed). Households and communities are exposed to several risks from different sources. The

poor are more exposed to risks but have access to fewer risk management instruments that will

help them to manage these risks (Holzmann, 2003). Therefore, social risk management (SRM)

aims at supporting households with instruments that allow them to minimize the impact of

exposure to risk. SRM seek to emphasize the significance of ex-ante strategies rather than ex-

post welfare outcomes. From a SRM perspective, social protection addresses the concern of how

households can be helped to improve how they manage risks: sound macroeconomic policy,

stable financial markets, enforcement of property rights, strengthening labour laws, agricultural

insurance are important ingredients for SRM, but not necessarily for social protection (SP).

Social risk management can happen both before and after the risk occurs. The goal of ex ante

measures is to avoid the risk from occurring (risk prevention), or to reduce its impact (risk

mitigation). If risk prevention and mitigation do fail, households are left with the last option of
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coping with the shock once it occurs (ex-post). Ways in which households allocate scarce

resources among their members and how these allocations affect the intra-household distribution

of welfare was examined.

2.5.1 Reducing Exposure to Shocks (Prevention strategies)

Prevention strategies are strategies executed before a risk occurs. Reducing the

probability of an unfavourable risk has fundamental benefits as well as increases people's

expected income and reduces their income variance. Preventive interventions comprise measures

intended to reduce risks in the labour market (the risk of unemployment for instance), preventive

health care (vaccination, use of mosquito nets or information campaigns) or standards (building

standards in areas prone to earthquakes). Prevention strategies may be very costly and could

even be a cause for income poverty to several households. a case in point is when farmers grow

low-return, but drought resistant crops, this can lead in to low income for the household. One

way to deal with risk is simply to reduce risk itself. What Morduch, (1995) calls' income

smoothing' belongs to this category. Reducing risk can be achieved in a variety of ways as

discussed below.

Selecting and modifying the environment

Deprived households can lessen risk by settling in areas where parasite infestation is low.

Patterns of settlement in Sub-Saharan Africa, for instance, mirror these concerns. It is probably

not surprising that the East African highlands are densely populated than other area of Africa:

malaria risk is lower at high altitudes. In contrast to highland areas, population density in the

tropical forest is very low; the prevalent of parasitic diseases are most high in these areas.

Concerns with disease also help explain why irrigated schemes have failed to raise much popular

support in Sub-Saharan Africa. Patterns of settlement also reflect the incidence of particular
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human and livestock illnesses. Trypanosomiasis, a livestock disease makes it difficult to keep

domestic animals in much of the humid and semi-humid lowlands of Africa. This has contributed

to the higher concentration of African livestock in Semi-arid areas. Despite the variety of

approach by which poor households seek to modify their environment, the rural poor still face a

high degree of risk from their environment, such as climatic variability, pests, and diseases. This

is because of the low capacity of poor societies to effectively choose and manage their

environment.

Specialization

A different way to reduce exposure to risk is to adopt production techniques that are

defiant to pests, droughts, and other environmental risk factors. For example millet, is a sturdy

cereal grown in West Africa and is resistant to bad weather. Millet is so perfectly adapted to the

peculiar conditions of the Sahel: poor sandy soils, short rainy season, erratic torrential rains,

hence it has enabled human settlement to be possible in areas previously reserved to livestock

rising. Specialization in a single, robust production technique is the main income smoothing

technique.

Diversification

In other situations, risk coping is achieved via diversification instead of specialization.

Rural inhabitants often seek to minimize their exposure to risk by diversifying their income

generating activities. In areas with severe climatic conditions, farmers often plant different crops,

or several varieties of the same crop to maximize their output. Intercropping justified. by risk

considerations as well. Equally, livestock producers combine diverse species of animals into a

single herd to take advantage of differences in their resistance to diseases and drought.

Diversification is also achieved by combining farm and non-farm activities within a single

19

www.udsspace.uds.edu.gh 

 

 

 

 



household. Reardon, (1997) for instance, notes that 45% of Sub-Saharan incomes come from

non-farm work. Percentages are even higher in Asia Fafchamps and Lund, (1999). Temporary

migration can also be seen as part of a diversification strategy.

Self-sufficiency

Another important dimension of risk is food security. Rural households have a great

concern about their ability to feed themselves. When markets are absent or not reliable, it

becomes best to grow their own food (Singh et aI., 1986). Self-sufficiency then becomes the

natural route toward food security. It has been shown (Fafchamps, 1992a) that even when food

markets exist, imperfect market integration may generate food price instability hence incite

households to produce their own food. Fafchamps and Kurosaki, (1997), in addition to food

security considerations, concerns about fodder price volatility encouraged Punjabi farmers in

Pakistan to grow their own fodder. Also in the absence of perfect labour markets, concerns for

self-sufficiency in labour during peak periods of the year Delgado, (1979), may similarly induce

households to hoard manpower.

Flexibility

Another way of reducing exposure to risk is to remain flexible and deal with shocks as

they unfold. Replanting is a good example of the role of flexibility in coping with risk. In semi-

arid tropics, rainfall is particularly erratic: It is common for rains to begin only to stop abruptly

and restart several weeks later. In such conditions, seeds planted after the early rains fail to grow.

Therefore farmers have to replant. In semi-arid areas with purely rain fed agriculture. Weeding

is the most time-consuming agricultural task and crop performance is a function of the care and

timeliness with which weeding is conducted. Concerns for flexibility similarly explain why rural

artisans are reluctant to use sophisticated equipment (it cannot be fixed easily); why many rural
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households keep their cash savings at home instead of in the bank (it is instantly available if

needed); why they resist technological innovations that demand a strict respect of planting and

harvesting dates (it reduces their capacity to adjust to external events with limited manpower).

The desire for flexibility also adds another motive for diversification: if one activity does not

perform well, more emphasis can be put on another one.

Mitigation strategies

These strategies are aimed at addressing the risk before it occurs. Whereas preventive

strategies reduce the probability of the risk occurring, mitigation strategies help households

lessen the impact of a future risky event. For example, households may pool severai risks

through informal or formal insurance mechanisms. Formal insurance mechanisms are best placed

to pool a large number of risks over many participants. Many people therefore participate in

informal insurance mechanisms which are less successful in pooling risk, but are more effective

in sharing information and in enforcement. Mitigation strategies can be implemented when a

household save money as a precaution for a rainy day, or when food is stored in preparation for

an adverse weather event.

Precautionary saving

Households may build up liquid reserves that can be consumed or sold in times of need.

This is referred to as precautionary saving. The liquid assets that are accumulated in this manner

by poor rural households include food stocks, jewellery, cash, deposits on savings and checking

accounts (Lim and Townsend, (1994)). Hall, (1978) was among the first to formalize the idea

that savings can be used by households to smooth consumption. Fafchamps, Udry and Czukas,

(1996) showed that livestock is used less as a hedge against crop income risk than is commonly

believed.
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Implicit risk sharing

By exchanging non-consumable assets like livestock against consumable assets such as

grain, poor households implicitly share risk among themselves. In the same way, by exchanging

assets non-consumable for consumable assets with the rest of the world, households share risk

with the world. To share risk requires that markets be present for households to trade non

consumables for consumables. Suppose that villagers liquidate their livestock and buy grain

during bad times. The degree to which this strategy enables villagers to share risk among them

and with the rest of world depends on whether grain and livestock can be exchanged on the

market. In practice, market limitations are predominantly serious concerning communities'

ability to share risk with the rest of the world and to soften consumption against collective

shocks. If trade in grain and livestock is possible, then livestock accumulation can serve as hedge

against collective shocks. The efficiency with which risk is shared in this manner depends on the

efficiency of market institutions: if the relative price of grain with respect to livestock is constant

and the return to livestock is higher than the return to grain storage, then livestock is an effective

hedge against drought risk. If, however, this relative price rises dramatically during droughts, as

is often the case in Sub-Saharan Africa (Sandford, (1983); Fafchamps and Gavian, (1996)),

consequence, reliance on markets can increase the degree of risk a poor household faces in case

of drought or famine (Dreze and Sen, 1990). In this case, poor households may hide away from

the market and seek self-sufficiency in food instead (Fafchamps, 1992).

Explicit Risk Sharing
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distribution of wealth among its members. The poorer the community and the more unequal the

distribution of wealth, the less efficient implicit risk sharing is and thus the higher the efficiency

gain from explicit risk sharing. Second, even when agents have plenty of assets, they

nevertheless consume the annuity value of the income shock (Zeldes, 1989): even in a certainty

equivalent world, consumption varies with current income, and there are gains from explicit risk

sharing. There are various ways by which efficient allocations can be supported. One approach is

to integrate the group into a single entity that pools resources and solves the above social welfare

Problem. Efficiency can also be supported through markets for credit and insurance.

Sharing risk across village boundaries

There exist institutions that enable villagers to share risk with the rest of the world. One

such strategy is to seek the patronage of village residents who are connected to the rest of the

world, such as merchants, aristocrats, or civil servants temporarily posted in the village. Udry,

(1990), points out that much quasi-credit in the villages he studied is made possible when people

use their outside contacts to raise funds. These individuals can then be seen as the link in the

sharing of risk across village boundaries. Remittances from migrant workers represent an

important part of rural incomes. Stark and Lucas, (1988) have argued that marriages follow a

pattern similar to that of labour migrations hence the geographical matching of brides and

grooms is partly motivated by income diversification motives. Remittance transfers are often

necessary to the survival of the recipient family. Pensions paid to retired workers, soldiers. and

war veterans belong essentially to the same category as remittances. The provision of modern

health services is another important form of insurance that typically involves risk sharing across

village boundaries.
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Households and groups

The most general institution for gathering resources and sharing risk is the household

(Dercon and Krishnan, 1997). The major reason behind household formation is to provide care

for the most weak among the household. In poor rural societies, households are also the

institution within which care is taken of the sick, the disabled, and the old. It is not surprising

that poor rural societies put a lot of importance on household formation in their ethical values

and social practices given its importance. The size and composition of households partly reflects

the risk environment surrounding them. As Binswanger and McIntire, (1987) pointed out, it is

common for households in rural areas to span a number of generations and also include different

nuclear households. Explicit pooling of resources can happen within bigger groups. For example,

common property resources are often used as an asset upon which community members may

depend upon in times of need.

Explicit insurance

Individuals can pool risk explicitly through mutual insurance contracts. One way that

such insurance contracts can take is contingent claims and obligations. In situations where

shocks are moderately correlated or in small group, aggregate shocks do not vanish. One way is

to make the payment rate of the mutual insurance scheme dependent on aggregate resources or to

provide the mutual insurance scheme with an initial amount of money sufficient to prevent it

from collapse. Health and unemployment insurance, pension schemes rely on this kind of mutual

insurance contracts. It is common for Sahelian villages to cultivate certain fields in common and

use the harvest as a village welfare fund administered by the chief. The explicit pooling of risk is

also very common among groups of fishermen (Platteau and Abraham, (1987». Sahelian farmers

24

www.udsspace.uds.edu.gh 

 

 

 

 



habitually form groups to pool their resources and jointly cultivate each other's fields. By this, if

a member is sick or absent from work, the others take care of his fields.

2.5.2 Coping Strategies

These strategies are intended to alleviate the impact of the risk once it occurs. Coping

strategies consist of borrowing and relying on transfers. The government has an important role to

play when households have not saved enough to manage disastrous risks and also when coping

mechanisms fail, for instance when food prices soar.

Borrowing

One way to absorb shocks is to let households' borrow. As Carroll, (1992) has shown,

credit constraints are unavoidable if credit contracts are strict. Zeldes, (1989) examines the

saving behaviour of a household facing an implicit credit constraint. Deaton's analysis

demonstrates that asset accumulation can drastically reduce fluctuations in consumption but

cannot fully prevent famines. Deaton's also brings to light the fact that some households save

even when the return on their assets is negative (Deaton, 1992). This theoretical prediction is in

support of the fact that poor households save to a degree in form of grain stocks or cash. Though

grain stocks usually have a positive intra-year return due to seasonal variations in prices. their

inter-year real return is in generally negative: stocks depreciate due to pests and desiccation.

Likewise, cash and bank deposits have negative returns cause by inflation. Poor households hold

much of their liquid wealth in the form of grain and cash. Park, 1995, for instance, shows that

grain stocks in northern China are equivalent to several years of harvest.
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Liquidating productive assets

If a household is hit by an insurmountable shock, one possible way out is to liquidate

productive assets in order to buy food, pay the rent, or cater for the educational needs of the

children. Asset liquidation, however, is likely to have a negative impact on future earnings.

Households forced to sell their land, are prone to experience a permanent fall in income. Distress

sale of productive assets serve as a way to buy time in the hope that things will improve,

however, this is mostly a wishful thinking. The process of distress sales obviously leads to an

unequal distribution of land and income Zimmerman, (1993). The driving force behind the

conclusion is that individuals desperate enough to sell their land receive a lower price for it than

what they must pay to buy it back. Hence some societies discourage land sales, either directly by

declaring all land transactions illegal, or indirectly by defining agricultural land as publicly or

communally owned,Platteau, (1992). To the extent that it is individually rational for the poor to

sell land in very bad times -- and for the rich to buy it, Land is not the only productive asset that

desperate households may wish to liquidate. Other potential productive asset for liquidation

include livestock, bullocks, farm tools, artisanal equipment, vehicles, and farm buildings

Rosenzweig and Wolpin, (1993). Desperate households may also consider liquidating their own

manpower or that of their dependents.

Labour bonding and debt peonage

Voluntary enslavement or labour bonding has taken a variety of forms: indentured labour,

debt peonage and serfdom. Labour bonding remains a reality in many poor countries, despite

being illegal virtually everywhere: child carpet makers, prostitutes, migrant workers in sweat

shops, and the like. The reason for labour bonding is like that of distress land sales: if one has to

select between instant starvation and slavery, it is rational to choose slavery (Srinivasan, (1989)).
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Labour bonding is base on the fundamental assumption that the bonded labourer will be fed by

the master, besides that, there is no difference between immediate starvation and labour bonding.

Thus for labour bonding to become a reality, the marginal value of labour must be above the

marginal cost of food.

Reducing consumption to keep productive assets

Some poor rural dwellers prefer to reduce their consumption rather than liquidating

productive assets. Udry and Czukas, (1996), for instance, show that in Burkinabe people kept

their livestock regardless of the 1984 Sahelian drought. In contrast to Rosenzweig and Wolpin,

(1993) who argue that Indian households smooth consumption through purchases and sales of

bullocks, the price drop during a drought implies that the returns from holding livestock are

higher than normal immediately after a drought. Fafcharnps, (1993) shows that the variation in

prices is further magnified by externalities in pasture management and institutional failure.

2.5.3 Risks in the Allocation of Scarce Resources within the Household

The allocation of scarce resources among household members IS a reflection of the

absence of better options.

Extreme deprivation and selective mortality

When resources are extremely scarce to the extent that the survival of all household

members cannot be assured, equitable division of resources among members is inefficient.

Efficiency dictates that the members of the household selected for survival should be those

whose income generating possibility is highest. By so maximizes the chances that, once the crisis

is over, the household will be able to sustain itself. The application of this implies higher
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mortality among those that are unable to provide for themselves. These cruel principles depict

the higher mortality among young children and old people during famines, Sen, (1981).

School drop-outs

Low incomes can tempt households to withdraw children from school in bad times.

Jacoby and Skoufias, (1995) and Sawada, (1997) have revealed that rural households are more

likely to withdraw children from school not only when they are unendingly poor but also when

they are hit by a negative momentary income shock. This lowers investment in human capital

and has long-term effects on income generating ability and distribution.

2.5.4 Arrangement in Risk Management

Social Risk Management distinguishes between three main classes of arrangements

which deal with exposure to risks: informal, public and market based arrangements. In an ideal

world with perfect access to information and well-functioning markets, market based risk

management arrangements will be applicable to all risk, World Bank, 200 l.

Informal arrangements

These involve the major source of risk management for the greater part of the world's

population. In the absence of market institutions and public support, households respond to risk

by protecting themsel ves through informal and personal arrangements. Informal arrangements

avoid most of the information and coordination problems that cause market failure. Nonetheless.

the introductions of market or public arrangements have negative consequences' for the

functioning of informal arrangements: the introduction of a public arrangement like food for

work program, may lead to the withdrawal from an informal insurance arrangement of able
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bodied individuals and leaving the aged and weak bodied individuals uninsured with no one to

cater for them.

Market based arrangements

These provide a great potential for households and individuals to take advantage of the

financial service offered by insurance companies and banks. Many of these financial instruments

are not accessible because of market failures, hence restricting their usage. Formal market

institutions have trouble lending to households without secured source of income and improved

access to information. Micro-credit and insurance arrangements are potentially motivating

instruments for social risk management.

Public arrangements

When informal or market-based risk management arrangements fail or do not exist the

government can offer insurance programs for unemployment, old age, work injury, disability,

widowhood and sickness. The obligatory participation in a risk pool can evade issues of poor

selection, in which individuals with low-risk profiles avoid partaking in insurance pools while

high-risk profiles join. The coverage of public arrangements in developing countries is generally

low because they generally apply to those in formal employment. Governments have a

collection of mechanism to help households cope after a shock hits, such as free medical care,

subsidies on basic goods and services. Government can introduce prevention strategies which

will include building codes in disaster prone areas and protection of widows' rights to assets

through legislation.
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2.6 Access to Markets

Rural households require access to markets both as producers and consumers of IGA.

Their capability to operate in local, national and export markets is instrumental in guaranteeing

the viability of IGAs. However, the rural poor lack physical access to markets- lack of roads

linking villages to market areas increases transaction and communication costs between traders

and customers, in addition, the rural poor are usually less informed about markets and

opportunities. For most of the households in remote areas, efforts are needed to disseminate

market information through radio, television and newspapers in order to increase the likelihood

of identifying and undertaking profitable and sustainable activities. Farming incomes can

increase if access to market is improved, this will promote a move into crops and livestock of

higher value. Market is made up of both the legal institutional context and the social context

(rules and norms of the people) which predetermine the economic transactions. The degree to

which households are actually having access to markets and service providers is important.

2.6.1 Theoretical Perspectives on Market Access

Developing agriculture to include profitability and competitiveness significantly relies on

expansion of market opportunities (Diao and Hezel, 2004). It is now gradually more evident that

smallholder farmers worry is not only agricultural productivity and household food needs, but

also better market access. Virtually all the African farmers depend on trading for some

household needs, and hence need to engage in some income generating activities. Enhancing the

ability of smallholder farmers to access market opportunities and diversify the associations they

have with markets is one of the important militating factors facing both governments and

nongovernmental organizations (Kindness and Gordon, 2002). Agricultural markets therefore

play significant roles in reducing poverty by increasing households' income among poor
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households. Dorward and Kydd, (2005) emphasize three broad mechanisms through which

agricultural growth can reduce poverty: the direct impacts of improved agricultural productivity

and incomes; the benefits of cheaper food for both the urban and rural poor and the creation of

new jobs in the non-farm economy.

Agricultural research are now increasingly under forced to change from enhancing

productivity of food crops to improving profitability and competitiveness of small-scale farming

as well as connecting smallholder farmers to profitable markets. likewise, national governments

in Uganda are increasingly putting emphasis on transforming subsistence agriculture to making

farming a business and an entrepreneur culture in rural communities, in which case farmers

produce for markets instead of trying to market their produce, to help communities in diverse

situations best achieve their income and other livelihood aspirations through better links with

markets. The problem, however, is how to make farming more market orientated and also how to

make markets work for the poor. Existing evidence has shown that markets can fail the poor and

marginalized households. In his review on how to make market systems work better for the poor,

Johnson, (2005) argues that in remote rural areas markets may fail because they maybe too thin,

or the risks and costs of participating especially for poor people may be too high and this IS

exacerbated by the existence of socio- economic barriers to participation.

Several of the initiatives to tie smallholder farmers to markets have largely focused on

export markets as these are seen as important sources of economic growth (Hellin and Higman,

2002). However, many of these approaches tend to be top down and lack an effective process of

community learning and empowerment. The decisions on which products and enterprises to

develop and which markets to target are mostly prescribed by government agencies, private

companies and sometimes development organizations. These institutions then organize
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production to satisfy identified market demand, preferably export market. In Malawi, the

government has introduced the One Village One Product (OVOP) concept for external export

markets. While many studies have documented exciting results of linking farmers to export

markets, It has been argued that farmers have rarely benefited from these initiatives, because

such markets are been characterize by high competition, specialization, and rigorous quality

standards which can be challenging to many small scale farmers (Diao and Hezel, 2004). There

however is the risk that such market opportunities will be seized by a few large-scale commercial

farmers to the expanse of small-scale farmers. On the other hand, domestic markets still

represent a large and growing market that should offer real opportunities for IGAs. Domestic

demands for a varied range of food and livestock products will persistently grow rapidly in

Africa, offering small holder farmers new opportunities for diversification into high value

products for domestic and regional markets.

A fact of rural development is that, remote places are less integrated with input and

output markets. Physical access has been one of the most important defining characteristic of

remoteness, shown largely by the physical mediation of roads, along with the costs of

transportation, travel time to urban markets, and other transactions costs (TCs). Poor access has

been identified as an important illustrative factor for persistent underdevelopment in Sub-

Saharan Africa, from theories of microeconomic studies to more generalized perspectives on the

costs and consequences of remoteness, von Thunen, (1826) integration of transportation costs

into spatial patterns of comparative advantage for market-oriented production has been one of

the earliest expressions of the idea of economic space. His important insight to economic space

was that market prices, relative to production costs, absolutely define a rent value for land.

Because of the costs associated with physical transportation of goods between locations of
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production and point of exchange, the effective market price reduce with physical distance,

eventually defining a threshold beyond which production is not economical. Considering the fact

that market prices differ across commodities. at any given location, this effectively results in land

uses being a function of market access. Von Thunen showed that market-oriented rural economic

activity is fundamentally conditioned by physical market access. Institutional economics

formalized the notion of transaction costs (TCs) as a major condition of interactions, influencing

not only production and exchange decisions, but also institutional norms and organizational

forms (North, 1990). De Janvry et aI., (1991) proposed idiosyncratic variation in TCs to explain

the failure of rational farmers to engage in markets: costs of accessing markets can drive an

effective wedge difference between input and output prices at the farm gate, rending

participation non-economical. Because such costs vary in a multitude of ways, they are not

always readily perceived. An important outcome of this is the observation that transaction costs

should be understood from the perspective of a given set of actors in order to be meaningful.

Key et aI., (2000) distinguished between fixed and variable transactions costs, explaining that the

choice to or not to participate in a market is a function of both, while the decision of how much

to trade, conditional on the participation decision, is a function of variable transactions costs

only. The implication of this, together with the notion of idiosyncratic wedges, is that, if access is

most understood in terms of transactions costs, different indicators of access may mean quite

different things for different economic actors. Available evidence indicates that rural marketing

in developing countries are often dominated by transportation costs, Fafchamps and Madhin

(2001) study of agricultural traders in Benin and Malawi show that such costs involve the costs

of transporting commodities as well as trader travel.
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2.6.2 The Contribution of Remoteness and Rural Infrastructure to Market Access

In contrast to the perspectives which heavily emphasize variable transportation costs, is

the notion that remoteness in a general sense matters enormously for development choices and

incomes. Despite some empirical ambiguity, the conceptual importance of remoteness or poor

infrastructure as an exogenous condition for a variety of outcomes has resulted in constant

inclusion of a wide variety of access indicators in rural development studies. Pinstrup-Anderson

and Shinokawa, (2006), sketch several channels by which rural infrastructure impacts

productivity and ultimately production and market decisions.

There is ample evidence of the importance of multiple pathways by which "access"

affects rural development outcomes, both directly and indirectly. Improvements in rural road

networks have been linked with higher agricultural wages and crop production in Bangladesh

(Khandker et aI., 2006), increased food availability, school completion rates and agricultural

wages in Vietnam (Mu and van de Walle, 2007), and expanded non-agricultural opportunities in

Peru (Escobal and Ponce, 2002). Escobal, (2005) found a positive association between road

infrastructure and a variety of household health and education indicators in rural Peru. De Janvry

and Sadoulet, (200 I) found positive relationship between rural road indicators and farm and non-

farm employment. Proximity to urban centres has been positively correlated with specialization

of production and labour (Fafchamps and Shilpi, 2003). Escobal and Torero, (2005) found that

household welfare outcomes in rural Peru are associated with access to primary and secondary

schools. Furthermore, they document positive interaction effects: access to numerous services

had an additionally positive impact on outcomes.

De Janvry et aI., (1999) also recognized multi-dimensionality: "the poorer the

infrastructure, the less competitive the marketing system, the less information is available, the
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more risky the transactions, the greater the gap between buying and selling price of a given

commodity. This multidimensionality is central in the spatial poverty trap literature, such traps

occur where "geographic capital" exist: supply of public goods and infrastructure or the

endowment of local private goods is lower or less efficient than elsewhere, Jalan and Ravallion,

2002. Hence, where geographic capital circumstances lead to the marginal productivity of private

assets, directly affects total productivity and wellbeing. In addition to reducing transactions

costs, improved access to infrastructure and services might raise the value of household assets

such as land or human capital.

Stifel and Minten, (2008) evaluate the impact of remoteness in rural Madagascar on food

crop productivity and its implication on output market participation and poverty. The result

shows a strong negative relationship between remoteness and yields. The use of road-based

travel time and cost to define remoteness is in line with other access studies. Remoteness has

been identified in terms of increasing transportation-induced transactions costs, increasing price

risk and, for some places, decreasing plot size and increasing insecurity. This represents a more

unambiguous conceptual treatment of what remoteness means, as well as a move toward the

specialization of productivity.

2.6.3 Evidence of Market Access

Despite agreement about the theoretical importance of market access, empirical evidence

relating to its impact is sometimes ambiguous, for instance, Pender et aI., (1999) found access to

roads to have no significant impact on either profitability or productivity in the northern

highlands of Ethiopia, contrasting with theoretical perspectives and local expert opinion. Pender

et aI., (2001) found that better access to towns was associated with cereals-perennial production

as a livelihood strategy and with better outcomes in terms of several welfare and natural resource
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indicators. Benin, (2006) found market and road access to be associated with some differences

in input use and land management practices, that these impacts were different in high vs. low

rainfall areas of the region and that crop yields were higher further from roads in high potential

areas and not significant elsewhere. Thus, while market and road access based on the ways in

which they were defined, are often found to have positive impacts, this is not always the case.

The diversity of ways in which market access can be conceptualized and translated into

measurable variables may be a factor in this empirical ambiguity. Even within the same

geographic area, indicators vary widely. Studies in the Ethiopian highlands, for example, include

the distance or walking time to the nearest district administrative seat, "market town, all-weather

road, seasonal road, bus service, development agent and input supply shop. Access indicators

used in similar explanatory frameworks elsewhere include whether or not a road passes through a

local district capital (Pender et al., 1999), district road density, "road access" (Dercon et aI.,

2007) or "distant" markets (Alene et aI., 2008). In practice, there is considerable ambiguity about

what constitutes a "market"; in some cases this is further refined as "nearest" wholesale or retail

market, "usual" market, "local" market or "urban" market. Etc, in other cases, it is not defined.

In any case, the specification is fundamentally personal (subjective). a single indicator is

frequently used for many commodities as well as for both input and output markets, although

others have noticed that multiple market locations may be relevant to a household (Wood, 2007).

Distance to market is frequently argued as being important proxy of access to buyers, services, or

the degree of non-competitive behaviour that a farmer may face. The conceptual relationship

between distance and market structure is conditioned by a multitude of factors, and because of

data limitations, the validity of this implied relationship is seldom tested.
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2.6.4 World Markets Access

For African economic expansion, the export of agricultural products is important. There

has been a decline of Africa share in world agricultural exports as evidence in FAO, 2012 report,

which indicated an 8% export for 1971-80 and drops to 3.4% in 1991-2000. to overturn this

trend, will need increased production by African countries, with the help from the global or the

developed communities, to increase domestic supply and alleviate structural constraints, which

are mostly common in Sub-Saharan Africa. These constraints are the results of African countries'

over reliance on a restricted number of commodities for export, inadequate regulatory

institutional frameworks, insufficient transport, weak technological capacities, storage and

marketing infrastructure as well as constraints emanating from macroeconomic policies that are

partial, hence leading to a structure of incentives against agriculture and exports. Most farmers

do not have the required expertise to penetrate the available markets, get access to the right

information on market opportunities and prices. Additionally, low producer prices are the result

of poor access to markets and high transaction costs. Both at the local and national level there are

huge gaps which the private sector have not been able to fill and this is cause by the retirement of

governments from direct involvement in marketing, combine by hostile atmosphere which thus

not enable smallholder producers to penetrate markets (examples of some hostile factors include

subsidies for industrial country agricultural produce and a persistent declining prices just to

mention a few).

The inability for Africa countries to produce enough locally has led to food- imports

increasing progressively in the later years of the 20th century. As indicated in FAO, 2012, Africa

uses an estimated US$ 18.7 billion in 2000 - this was above the value of exports for the year.
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Agricultural imports represent about 15 percent of the sum of African imports. Promotion of

exports and market access is vindicated against this background. debate on agriculture intend to

attain substantial development in accessing market, trade preferences received from a number of

developed countries manage the cutback of export subsidies and provide the needed access for

African agricultural exports to penetrate markets of the developed countries. The most important

improvement in trade preferential agreements is the European Union's "Everything but Arms"

proposal for every products apart from arms in favour of LDCs which stand to benefit from a

duty-free entry for all products for such product and will also benefit a quota-free export of such

product. Therefore it should not be a key problem for African agricultural products to access EU

markets. Different factors may hinder the capability of African countries to exploit the privileged

access to external market as described below.

Globalization was anticipated to bring opportunities for expansion and development,

however this has not been the case in Africa, the high expectations associated to liberalization of

trade is not fulfilled as expected. Exports are continuously described as primary commodities and..
have access to the market of few developed-countries. This situation is made possible by the

inability of African countries to meet the market demand due to the supply-side constraints; also

subsidies serve as another source of concern. For example, 2002 aCED nations provided

subsidies to agriculture expected to be US$31 I billion. This offer a key competitive advantage to

the agricultural sectors of the beneficiary countries coupled with the superiority of technology

that poorer countries cannot afford. It is therefore a mockery that several African countries have

domesticated the view that sustainable agricultural economy cannot be developed on subsidies,

mean while developing countries agricultural systems is continuously destabilized by the

subsidies paid to farmers in developed countries. To build strong economies to enable creation of

38

www.udsspace.uds.edu.gh 

 

 

 

 



wealth in Africa, liberalization of African markets is the key, however, this should be backed by

assurance from the developed countries that improved market access environment will not be

exploited by subsidized products from these developed countries.

Regional integration in Africa still faces the limitation of high tariffs and non-tariff

barriers. There exist an important potential for intra - Africa trade if access to market are

improved. South-south among African countries can offer real opportunities for improve market

given the necessary political will. However, this will face some challenges including: poor

physical infrastructure, small markets, insufficient market information, rapidly changing trade

regulations and policy environments. An approach which seeks to facilitate both the

harmonization of standards and the development of infrastructure as well as promote the

enforcement mechanisms compatibility with international recommendations will help to keep

away from norms that lead to the creation of confusion which results in distorting markets.

2.6.5 Domestic/local Markets

Africa faces trade challenges at many levels, farmers loses the incentive to increase their

production due to the existence of non-remunerative markets; failures to find well functioning

markets globally and within the region, Africa is often marginalized and uncompetitive in the

international market, besides, the situation is worse by the continue supply of unprocessed

produce which attract low prices.

In relation to trade and accessing market the significance of local markets should not be

ignored, broad participation in domestic market is important for export markets. To tap domestic

markets involves building strong institutional capacities and implementing appropriate policies:
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competition, tariff policy, financing and market development. In Africa, rural households cannot

improve their living standards because of the intricacy of finding markets in which they can get

consumer goods and agricultural inputs and also sell their produce. In the past governments

organized major markets for smallholder farmers. There no longer exists an assured market for

Smallholder farmers to market their produce besides similarly there no longer have a predictable

supply for inputs. A market situation which presented some degree of security for farmers has

been replaced with a new one characterized by uncertainty, (prices are now negotiated and

determined largely by demand and supply conditions).

The production systems of farmers is base critically on access to market: farmers who are

close to better roads and have better access or direct contact to market, increase their production

for the market, on the other hand farmers with poor access to market have no or little incentive to

increase their production, except for the quantity necessary for domestic use. Improved access to

market is a precondition to increased farmer incomes. Farmers today are, confronted with an

uncertain production environment; this is exemplified by high transportation costs, and few

buyers of their produce. Farmers in third world coustries (Africa) are constrained by insufficient

information on the markets, poor business negotiating experience and poor organization which

reduce their ability and power needed to interact on equal terms with market intermediaries.

Income combined with credit promote real prospect of sustainable investments needed for

increased productivity in lOA.

The lack of or inadequate infrastructure in several regions further serves as a

disadvantage to the entry in to the private sector services and again results in high transaction

costs. Restrictive or non-supportive government policies and inappropriate application of
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policies raise the cost of business and therefore collapse the development of a new private sector.

African rulers and development partners have a very central task to play in the area of market

development. This can be done by taking out or reducing barriers to market access, thereby

improving market participation of poor producers and set up a fair set of market interrelations

between markets intermediaries and producers.

2.6.6 Markets Linking Nonfarm and Farm activities

The development of rural-urban economic stress competent economic link and physical

infrastructure linking farmers as well as other rural producers to both domestic and external

markets. In this linkage, production of agricultural goods for non-local markets results in rural

households earning higher incomes and are therefore able to enhance their demand for goods and

service, hence the need for the creation of non-farm jobs or non-farm income generating

activities and employment diversification, this in turn brings employment for the surplus rural

labour and increase demand for agricultural produce hence boosts agricultural productivity and

rural incomes, Tacoli, (2004). Spatial propinquity to markets is not necessarily a sure way to

improve farmers' access to the required inputs and services to increase agricultural productivity.

Factors which determine the degree to which farmers will be capable to benefit from urban

markets will depend much on their access to land, capital and labour. Patterns of attendance at

periodic markets demonstrate that distance is not as much an issue as contrast to consumers'

income and purchasing power in influencing the demand for goods, inputs and services.

Nevertheless, access to urban markets is important to increasing households' incomes, Road

networks and affordable transport, the link between producers, traders and consumers as well as

the information markets operation, (price fluctuations and consumer preferences) are significant
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determinants of access to markets productivity of income generating activities. Poor storage and

processing facilities coupled with high transportation costs worsen these trade networks.

2.7 Conceptual Framework

The review of theories has demonstrated a link between IGA, risk and market access. The

concept explains how risk and access to market contribute to the viability of IGA. The market is

part of every person's daily life: vulnerable households depends both on formal and informal

markets to sell products, offer labour, finance their activities and also to obtain some of their

basic needs such as food. However some of these household, face certain limitations in access to

markets, as a result miss out on the opportunities the market brings in terms of participation in

economic activity and improvement of living conditions. imperfect functioning of markets can

be observed mostly at distinct levels in the form of difficulties in terms of access( Physical

access: lack of communication and transport infrastructure, especially for poor rural

communities, often located in isolated zones, which impedes contact with markets). Access to

information (information supply and demand is indispensable in order to participate in the

market, Knowing how to find reliable information is of key importance).

It is common for wealthier households to participate in IGA which have high-risk but

higher profit to generate income while poor households will mostly specialize in low-risk

activities with low returns. This is because wealthier households can mitigate or coop with risk

by using up savings when disaster strike but poor household cannot, Bundervoet, 2006. To

improve households' income it is therefore paramount to improve the ability of households to

manage risk and therefore be able to engage in higher-risk, higher profit IGA and also create the

necessary access to market their products. This will help to improve household income as such

enable majority of households to satisfy their basic needs, especially, shelter, water and food.
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The Conceptual Frame Work

Improved Food security
access to
market

..•

Improved Increased Improved
IGA ~ household shelter

income

Minimum risk
lit Provision ofenvironment

portable water

Figure 1.Source: Authors, adopted from AusAID, Camderra, 200 1

Figure .1 above illustrates the concept used to enhance the performance of IGA thereby

increasing household income and consequently alleviating the household poverty by satisfying

their basic needs.
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CHAPTER THREE

3.0 Research Methodology

3.1 Introduction

This is a quantitative descriptive Research Study. Descriptive research includes government

sponsored research in areas like population census, the collection of social indicators and

economic information such as household expenditure patterns, De vaus, and (2001). However,

the focus of this study is on household income by source of the income generating activities in

Kadelso. The share of income sources contribution to household income is calculated using the

share of income as a measure of activity, (Davis et aI., 2009). This chapter is open with a

description of the study area (kadelso), thus a summary of kadelso profile.

3.2 Study Area

--- ---- ---------------------------------------------

!YIAP OF ,<'ADELSO ::;UB-DISTRIC;::

KAPO

f ULAr\J! It

J. -.Ntl

Figure 2 Source: Kintampo Municipal Health

44

www.udsspace.uds.edu.gh 

 

 

 

 



Kadelso is located on latitude 839'0.000"N and longitude 131 '0.0 12"W. Kadelso has an

estimated population of 1,978 and 513 households according to the statistics from the Kintampo

municipal health centre. Migration here refers to the movement of people to and from

Kintampo. Kadclso is farming community with nucleated settlements which receive immigrants

mainly Irom the northern part of' the country as settler farmers and a sizeable number or Nomadic

herdsmen. The youth, especially the junior high school graduate mostly travel to Accra and

Kumasi in such of jobs after completing their Basic Education Certificate Examination. In terms

of relief and drainage. Kadelso which falls within the Voltain basin is endowed with a lot of

water resources. The Black Volta River is the major water body. this vast water resources in the

western part of Kadelso combined with the vast expanse of flat land makes it suitable to be

harnessed for irrigation purposes especially for rice cultivation and dry season gardening as well

as domestic supply of potable water. Fishing which is already an important activity of the settlers

along the Black Volta River can be promoted if measures are put in place to ensure sustainable

operations by the fishermen. Kadelso experiences the interior savannah type or cl imatc. which is

a modified form of the tropical continental or the Wet-semi equatorial type of climate. This is

because the area is in the transitional zone between the two major climatic regions in Ghana.

45

The mean annual rainfall is between 1AOOmm-l ,800mm and occurs in two seasons; from May to

July and from September to October. However, because of the transitional nature of the area. the

distinction between the two peaks is often not so obvious. The mean monthly temperature range

from 30°c in March to 24°c in August with mean annual temperatures between 26.5°c and

27.':Y!c. These conditions give rise to sunny conditions for most parts of the year. Relative

humidity arc light varying from 9()lVo-()5% ill the rainy season to 751J;() 8()(~,<) ill the dry season.
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The climate of Kadelso can change to the drier tropical continental conditions or to the wet semi-

equatorial conditions.

Kadelso uncler the decentralized administrative structure in Ghana is a zonal council, in

terms of infrastructure the community has a police station, a clinic, two junior high schools and a

major trunk road passes through the town, connecting Kadelso to the northern and southern part

of Ghana, this is the only road leading in to and out of Kadelso. The people speak Gonja and

generally are Muslims. Abodwese is one of the settler communities along the Black Volta River

under Kadelso. The people of Abodwese are Ewes, this community depends on Kadelso for their

health and educational needs and the services of the police station and fishing is the main

occupation of the Abodwese community. Bonche is also one of the villages and just like

Abodwese, the people in Bonche lacks health facility, potable drinking water, access road,

school and police station. Bonche is a mainly farming community.

3.3 Sampling

Household income is the focus of the analysis, hence households are sampled. A sample

frame of 500 households is constructed by numbering and counting all the currently existing

households in Kadelso. Based on the recommended sample size table provided by the Research

Advisors, (2006). 218 is the required sample size for 500 households. To achieve the require

sample size of 218, a randomly chosen starting household out of the 500 households is selected

by picking one number starting from one (1) to five hundred (500), the household which number

is picked becomes the starting point (household) of selecting the 218 households. The 'second

household counting from the starting point is selected, the selected household then became the

starting point for the third household to be selected and this activity of selecting the second
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household from a starting point went on until the 218 households were selected. The head of

each selected household represented the household, to form the 218 sample size. The sampled

2 18 heads of households formed the targeted population for questioning.

3.4 Data Collection

Survey

According to Polit and Hungler (1999), a survey is used to obtain information from

groups of people. Survey was conducted to gather quantitative Information to address the

problem of high risk in income generating activities and market inaccessibility in Kadelso area.

Questionnaire

A questionnaire is a document containing questions and other type of items designed to

solicit information appropriate to analyze (Babbie, 1990) as cited in Acharya, 20 10. Structured

questionnaires were administered to heads of household. Three teachers selected from the

community were train on how to administer the questionnaires and used as field workers to

administer the structured questionnaires to the heads of households selected, the information on

household structure collected are the sex of the head of the household, the age of the household

he ad, the educational level of the household head, the income generating activities of the

household, household size and the average monthly income of the household. Furthermore other

information collected are on the causes as well as effects of inaccessible markets, the sources of

the various risks facing the varied income generating activities and how these risks are managed.

In other to gather right information in relation to risk retrospective questions were used.

Retrospective questions are used to capture information about past shocks and ex-ante coping

mechanisms (Vakis, 2004). Retrospective questions go a long way in generating information
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about the occurrence of shocks over time hence provided information about the frequency of

shocks and their characteristics (Dercon and Krishnan 2000b; Datt and Hoogeveen, 2003). The

use of retrospective questions however faced the challenge of memory lapse and over-reporting

of shocks issues.

Structured interview

Structured interview involves one person asking another person a list of predetermined

questions about a carefully selected topic, Campion, et al. (1988). Structured interviews were

conducted for some identified key informants (the assembly men, the chief and other opinion

leaders in the community). Such interviews were used to gather some sensitive information such

as cultural practices which promote risk and market inaccessibility in Kadelso.

3.5 Data Entry and Analysis

The data collected is entered into the computer and analyze using the statistical package

for the social science version 16.0 (SPSS 16.0) and excel. For easy entry and analysis the

questionnaire is coded. This study includes variables that indicate whether households possess

fishing gears or own a boat. Access to fishing assets will increase participation in fishing while at

the same time might reduce the rate of participation in farming. To capture the social capital

variable, two dummy variables are used. The first variable reflects whether a household have a

member who is involved in any association or informal group activities. This is measured as one

if so and zero if not. Such organizations provide mechanism for mutual aid among members.

These associations and groups are established to secure labour, skills as well as credit. The

involvement of household members in any association or informal group activities are included

to capture the strength of influence of social networks on choosing which activity to participate
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in. Empirical studies showed that types of organizations including NGOs and community groups

could determine the activities that rural households undertake. Financial capital is measured in

terms of access to other income opportunities. The study assumes that access to other income

opportunities would foster higher participation rate in different activities through provision of

income to finance investment in IGA.

The average age of adult members and experience (in years) of the head of household

will be included as proxy variables of human capital. The dummy variable of age of household

head will also be included (equals one if the household head is below 50 years and zero

otherwise). The study expects that experience in IGA and the age of the head of household are

expected to have a positive relationship with various IGAs.

The trend of IGA within the area is included as a proxy of natural resource endowment.

This information is obtained by asking households how they perceived the availability of IGA

resources for the past five years (the value of one (l) is assigned if the resource stocks are

reported good and two (2) if bad). A negative resource trend showed a negative influence on

households' decision to participate in which IGA and a positive influence on the participation

rate to other activities.

Market access constraint dummies include infrastructure to market. These dummies takes

a value of one when a household reported having a market access constraint and two if

otherwise. It is argued that lack of market access in rural areas is one of the causes of difference

in transaction costs between household Martuscelli, (2012).

The explanatory variables derived from the theoretical considerations described above are

grouped into individual characteristics (1), household characteristics (If), household assets (A),

location characteristics (Let), and access to infrastructure (Irif). Individual characteristics include
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age, gender and marital status, education level (higher, vocational, secondary and less than

secondary). Education is an important part of human capital, which determines both participation

in and income from IGA (Reardon et aI., 2006). characteristics of households include, size of the

household, dependence ratio measured as a ratio of children (under 15) and old people (older 65)

to total household size, age, gender and education of the head of the household. Studies have

found a positive relationship between the labour endowment (measured as the number of adults)

of the household and its participation in the RNFE (Davis et aI., 2007). The asset group variables

include the number of cattle and the size of owned land. Both variables can affect participation

and income generating ability of households.

The size and distance of the population from the district and regional centres serve as a

proxy for market size and access, Atamanov, 2011. Access to public assets is measured by

percentage of the population having access to well functioning market through infrastructure

(road net work) and average time needed to get to the market at the district level is used as a

determinant of functional market. Several empirical studies demonstrate the importance of

location characteristics and access to infrastructure. Reardon et aI., 2001 demonstrated that

access to infrastructure is crucial for participation in IGA.

Analysis of Income Generating Activities and Household Income

All economic activities in Kadelso which households engaged in are considered for the

analysis of household source of income. For this study, six fundamental categories of household

income sources have been identified: 1) crop production income; 2) livestock production income;

3) agricultural wage employment income, 4) non-agricultural wage employment income; 5-) non-

agricultural self employment income and 6) transfer income. These six categories are given

further groupings depending on the type of analysis being carried out. Farm activities and
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nonfarm activities is distinguished. Following World Bank, (2007) report, nonfarm employment

financed mainly through state or local government budgets is classified as public employment (

public administration, health, social services and provision of public services on a commercial

basis).

Defining the distinction between agricultural and non-agricultural activities in a concise

manner is problematic. However, a common division of income, for both agriculture and non-

agricultural activities is made between wage employment and self-employment, transfer

payments, either from public or private sources is included. In one grouping, agricultural (crop,

livestock and agricultural wage income) is separated from non-agricultural activities (non-

agricultural wage, non-agricultural self employment, transfer and other income). In another

grouping. crop and livestock income is referred to as on-farm activities while non-agricultural

wage and self employment income is referred to as non-farm activities.

Household incomes from farming and non-farming activities are estimated according to

the reported production (for consumption or sale) at the current prices that prevail in the market

at the time of the study. This study focused on the total households' income as well as income by

source, with particular interest in the contribution from the various IGA to households' income.

Total income is calculated as the sum of nonfarm income, farm income and unearned income

from scholarships, interest income, social benefits and net transfers. Total nonfarm income

includes self-employment and wage income from all nonfarm jobs of the different household

member. Farm income is calculated as the sum of farm wages for all household members and

income from the peasant farm, which includes income from crops and animals. Crop income is

obtained by multiplying the volume harvested times sales prices at the market level. Livestock
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income consists of income from sold live animals and raw animal products, such as meat, eggs,

milk and skin.

The share of the various income sources contribution to household income is calculated

using the share of income as a measure of activity. From the share of mean income (SHi) shown

below, income shares are calculated as a part of the income of a given source over a given group

of households, with income source i, total income Y, household h, and n the number of

households (Davis et aI., 2009).

SHi L~=i yih
L~=i Yh

Given our emphasis on the household as the basic unit of analysis and considering that

the centre of this research boarders on the given income from the various sources of IGA. The

share of mean is used to estimate the contribution from the varied IGA towards aggregate

household income, as shown above. However, the above formula is modified by multiplying the

share of income of an activity by hundred (100) to come out with the percentage share of income

of the activity. The limitation of this method is that it takes the proportional of income obtained

from an activity and not the actual activity income.

Analysis of Risk and Market inaccessibility

The effective analysis of the risk facing the identified IGAs is made possible by the

provision of empirical analytical approaches to risk and vulnerability analysis as well as social

risk management. The focus is on the impact of risk on IGAs taking into account the informal

and formal mechanisms of risk reduction. mitigation and coping strategies available to
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households, the groups exposed to these risks and appropriate risk management strategies which

need to be identified. Risks differ, depending whether they are natural (floods) or the result of

human activity (conflict). A risk is classified as major depending on its potential impact.

Participants of the various IGAs where Grouped to find out which risks affect which group most,

to do this a particular identified risks is taken to identify which group is most affected by the risk

in terms of its potential impact on the future the IGA.

With major risks and focal groups identified, the most appropriate mix of prevention,

mitigation and coping risk management strategies as well as informal, market-based and public

arrangements is identified, Elbers and Gunning, 2003. The effectiveness, costs and the type of

risk, determine the best risk management approach. This required accounting for the many

different sources of risk management instruments (families, communities, nongovernmental

organizations, market institutions and government agencies).

In conducting risk and vulnerability analysis two broad approaches where identified:

constructing a risk and vulnerability profile and the evaluation of risk strategies, arrangements

and interventions. The risk and vulnerability profile was adopted since little is known about the

basic risks households in Kadelso face in IGAs and who is exposed to them. By this approach,

primary and secondary source of information is used to catalogue various risks affecting

households and identify who is most vulnerable to these risks. Secondly evaluation of risk

strategies, arrangements and interventions approach is used to focuses on a particular risk or set

of risks, normally those with the major negative welfare consequences and is of greatest interest

to the policy making.

S3

www.udsspace.uds.edu.gh 

 

 

 

 



The risk and vulnerability profile was created by identifying the major risks and those

most affected by them; this was achieved through key informants and the use of secondary data

sources (including Poverty Assessments and census data).

The life cycle approach developed by World Bank practitioners IS based on a

multidimensional concept of vulnerability, covering both lack of capabilities and bad welfare

outcomes in nutrition, consumption, health or education. The tool is particularly useful in

situations when the analyst faces limited data and time constraints. For the purpose of this study

the life-cycle approach is used with a focus on risk. In the first step, the active labour population

is classified into age groups and major risk that hinder IGAs for each age group is identified. In

the second step, information on government social protection projects and beneficiaries is

compiled, what the government is doing to reach each group at risk and lastly, identify the

availability of risk management instruments. It is appropriate to develop an understanding of the

existing formal, informal and private arrangements that are in place with focus on vulnerable

groups.
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CHAPTER FOUR

FINDINGS AND DISCUSSIONS

4.1 Introduction

This chapter presents the findings of the research; these findings are discussed in relation to the

research questions and objectives. Tables and figures are use to make the discussions easy to

understand.

4.2 Income Generating Activities in Kadelso

For the purposes of analyses, there is the need to define participation. Participation refers

to income receipt by the household from engaging in a particular income generating activity or

as a gift. The income generating activities which households participate in from the survey is

shown in table 1 below.

Table 1: Income Generating Activities in Kadelso

INCOME GENERA TIN ACTIVITY COMPONENTS
CATEGORY
Crop production Cassava, yam, maize, groundnuts and she nut

Livestock production Cattle, sheep goat, fishing and poultry

Non-agriculture self employment Charcoal burning, petty trading and firewood
collecting

Agriculture wage employment Forestation project,

Non-agriculture wage employment Teachers, nurses and police

Transfer income Unearned income (Money from relatives and
friends)

Source: Authors, base on field data
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From table 1 above, households earn their income by participating in the following IGAs;

farming, fishing, charcoal burning, firewood collecting, animals rearing, formal employment,

transfer income and petty trading. The IGA from the table is in line with the categorization of

IGA by Zezza et al (2007) as discussed in the literature. The IGAs of Kadelso are developed

from the domestic duties of households, as is the case describe by Remenyi (1991).

4.3 Government Policies Contribution to the Reduction of High Risk in Income Generating

Activities and Improve Market Accessibility in Kadelso

From the survey, government policies directions which have contributed to minimize risk

in income generating activities of people in Kadelso is generally in the areas of infrastructure

such as provision of roads, improving the transport system and innovative social protection

projects to improve the incomes levels of households The provision of infrastructure such as

access roads in kadelso has contributed to high crop production. This is in line with Khandker et

al, (2006). Von Thiinen ( ) showed that market-oriented rural economic activity is fundamentally

conditioned by physical market. It is therefore not surprising that access road is ranked as the

highest (49.3%) government contribution to reduce risk and improve market accessibility in

Kadelso. Table 2 below illustrates varied government policies which have reduce or improve

market access.
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Table 2: Policy Directions to Reduce Risk and Improve Market Accessibility

Policy direction Frequency Percent

Access road 107 49.3

Public transport 5 2.3

Fuel price 21 9.7

Social protection projects 1 0.5

Nothing is done 83 38.2

TOTAL 217 100

Source: Authors, base on field data

As indicated on table 2 above, 107 out of 217 forming 49.3 % advocate that, the

construction of access road have improve their access to market as such reduce the risk of not

accessing market, while 1 person request government to increase social protection policies.

However 83 respondents representing 38.2% have reported that government has done nothing to

reduce their predicaments. A detail analysis of the role of government policies to improve

conditions of access to market by the three different sections (Kadelso town, Bonche and

Abodwese) is shown on the bar chart below.
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Contribution of Policies to Reduce Risk and Improve Access to Market Bonche, Abodwese

and Kadelso

120

100

20

• kadelso

• bonche

abodwese

80

60

40

o
Access road public transport fuel prics social protection no support

Figure 3 Source: Authors, base on field data

The above bar chart gives an assessment of how the three settlements rate government

supports in the areas of access road, public transport, fuel price and social protection projects. As

indicated on table 2, in general, access road has the highest percentage of 49.3 explaining the

critical role of road to improving access to functional markets, hence reducing the challenges

associated with inaccessible market. This situation is however not the same for all three

settlements, as shown on the bar chart, Kadelso which happens to be the sub-district capital and

Abodwese, mainly a fishing community have a trunk road passing through them linking the two

communities to district capital markets: kintampo (60 kilometres away to the south from

Kadelso) and Buipe (9 kilometres away towards the north). Kadelso have no market therefore

existence of the road serve as the centre of their economic activities where buying and selling
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takes place. It is in this light that access road have 49.1 % as improving access to market. In

Abodwese access road is also the highest government contribution to help improve access to

market, access road is rank 88.9%, higher than Kadelso and general percentage of 49.3. The

main income generating activity of the people in Abodwese is fishing; the road enables them to

access the Buipe market to sell their fresh fish which cannot be stored fresh since there is no

electricity in the area. People in Bonche who are mainly farmers, have indicated that government

has done nothing to improve their access to market in relation to road as compared to Kadelso

and Abodwese. They therefore experience a lot of post harvest looses hence reducing their

household income, and this serve as a great disincentive to the farmers.

"

Policies in the areas of fuel price management, public transport and social protection

programs such as the forestation program are other areas through which government is

contributing to reduce risk faced in IGAs in Kadelso. However for the people in Bonche a

farming settlement, government policies have not contributed in any way to alleviate the risk of

their crops being destroyed by the activities of Fulani headsmen nor have government done

anything to improve their access to market, it Is therefore not surprising that Bonche have the

highest percentage in the aspect of no support from government.

4.4 The Effect of High Risk and Inaccessible Market on Rural Non-Farm (RNF) Incomes of

Household

Rural non-farm activities of households from the survey include non-agriculture self

income generating activities, transfer incomes and non-agriculture wage employment income.

Several risks face the three categories of RNF activities.
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Activities of the Fulani is a major source of worry to charcoal burners, the cattle of the

Fulani destroy the burning process of the charcoal and also these charcoal burners risk being kill

by the Fulani if they complain. This has led to many people losing their capital invested,

therefore becoming unemployed.

The high rates of business collapse have exposed people engaged in petty trading to

unemployment and therefore losing out on a critical source of income. Poor capital which has

been stated as one of the main challenge of rural nonfarm activities was dismiss in a focus group

discussion involving petty traders, firewood collectors and charcoal burners, in this focus group

discussion it was concluded poor capital is caused by the unavailable markets to sell their

products. Table 3 below indicates the risk and the source of risk of each lOA identified under the

NFIOAs. Bad roads for the health workers is a main source of accidence to their workers

whenever they go for outrage service hence a reason for health workers refusal to accept postage

to Kadelso. Petty trading which is one of the main sources of income to most households suffers

from the non-existence market, therefore forcing traders to sell on the road, this result in frequent

road accidents and generally low income due to the low patronage, also she nut and firewood

collectors suffer from sneak bites.
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TABLE 3: RNFIGAs Risk and Source of Risk

RNFIGAs RISK SOURCE OF
RISK

Shea nut Sneak bites Lack of
collection protective cloths
firewood Sneak bites Lack of
collecting protective cloths
petty trading Road accidence, Lack of market

business collapse
Charcoal Destruction of Fulani activities
burning burning process,
NAGWEY Road accidence, Bad roads and

community government
attacks policies

Source: Authors, base on field data

Given the risk associated to the above IGAs the diagram below shows the relationship

between risk, inaccessible market and RNFIGAs.

Relationship between NAGSE.Y and NGWE.Y

8000

7000

-NAGSE.Y

-NAGWE.Y

6000

5000

4000

3000

2000

1000

a
ICOME RISK mkt

Figure 4 Source: Authors, base on field data
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As depicted on Figure 3 there is high risk in NAGSE.Y than NAGWE.Y, also people

engaged in NAGSE. Y have access to district and regional markets in the absence of market in

the locality to sell their products as is the case in Kadelso. The rise and fall of income ofNAGSE

is steep as compared to NAGWE. The curves ofNAGSE and NAGWE explains that households

with high incomes earn from NAGSE. Y can easily fall in to poverty if hit by hard risky

condition, this therefore explains why NAGWE is a more reliable source of household income as

compared to NAGSE. People engage in NAGSE. Y reduce the impact of risk by sharing the risk

across the boundaries of Kadelso. This is made possible since most NAGSE activities in Kadelso

are financed by remittance from migrant relatives living outside Kadelso and also, products of

such activities like charcoal, soap making and kenkey are sold to customers outside kadelso,

hence by the means of funding and marketing activities ofNAGSE.Y, risk is being shared across

other villages and towns. This finding is in line with the argument of Udry, (1990), who points

out that quasi- credit in villages is made possible when people use their contacts outside the

village to raise funds, therefore sharing the risk across the village boundary.

4.5 The Effect of High Risk and Inaccessible Market on Farming Activities Contribution to

Household Incomes

Farming income generating activities (FIGAs) from the survey conducted are grouped in

to crop production, livestock production and agriculture wage employment. Crop production is

the main income generating activity of Kadelso and Bonche .crop production is therefore the

main source of household income in these communities. Inaccessible market and Fulani

activities are the two biggest challenges facing crop production. Fulani activities expose farmers

to the risk of complete destruction of farm products by the Fulani cattle, this situation is made

worst considering the fact that victims of such cases are not able to get support for their lose as
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;

most traditional leaders (Chief) who mediate in these cases are corrupted by these Fulani

headmen and therefore settlement is mostly in the favour of the Fulani. hence most farmers have

either diversify, reduce or stop farming for commercial purpose in other to minimize these risks.

Existing literature support the research findings in which households in Kadelso engage in FIGA

1111l11mlZetheir risk of poor crop production by practicing diversification. By diversification

farmers in Kadelso combine both farm and non-farming activities. Farmers share their already

scarce resource to cultivate different crop to prevent complete loss in a case of a complete failure

of a particular crop Holzmann, (2003). Inaccessible functional markets is much serious in

communities like Bonche which have no access roads, tractors is therefore the only means of

transport and this is even possible only in the dry season, leaving farmers with only one choice:

selling their farm product to middle men and women, therefore losing out on most of their

income to these middle men and women.

People engaged in livestock production are not spared when it comes to the risks posed

by the Fulani activities. The Fulani within the area are reported to be responsible for cattle

stealing. This have made the cattle business not attractive. However, Ellis and Biggs (2001)

explain that farming is the principal economic activity of rural household; the dominant view of

development has been the small farm first paradigm which emphasizes promoting agriculture

among smallholders to increase the income of households. Data from the survey show that crop

production contribute the highest to household income (24,701.40), followed by fish production

( 1054.50 ),then livestock production ( 680.40 ) and AGWE.Y ( 386.70) as shown on the bar

chart below.
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Contribution of FIGAs to Household Income
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FIGURE 5 Source: Authors, base on field data

Considering the high contribution of farming activities to household incomes in Kadelso,

the negative activities of the Fulani's such as allowing their cattle to grace on people farms, leave

farmers to continue battling with low yield hence low income to households. Figure 5 below

Show the relationship between risk, inaccessible markets and household income of FIGAs.
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Risk, Inaccessible Markets and Household Income Relationship of FIGAs
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Figure 6 Source: Authors, base on field data

The diagram above shows that households engaged in CROP.Y has the highest income,

the highest risk and also has less access to market as compared to FISH, LIVST and AGWE. The

AGWE.Y has the lowest income generation alongside the lowest access to market but have the

lowest risk. It is therefore clear IGAs which have high income, has high risk and the vice versa.

4.6 IGAs Contribution to Household Income

The share of the various source of income to household income is calculated using the

share of income formula explained in the methodology. Table 4 below shows the contribution to

household income by the various income generating activities in Kadelso.
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Table 4: IGAs Contribution to Household Income

• Income Household Percentage Share
Generating Income of Household
Activity (lGAs) Income (%)
Crop production 24701.40 68.6
Livestock 680.40 l.9
production
Agric wage 386.70 1.1
employment
Fishing 1354.50 3.8
production
Non agric self 7003.60 19.5

i employment
I Transfer income 298.30 0.8
I Non agric wage 1535.00 4.3
i employment
!TOTAL 35959.90 100

Source: Authors, base on field data

Table 5: FIGAs and NFIGAs Contribution to household income

Group of IGAs Household Percentage Share
Income of Household

Income (%)
Farming income 27123 75.4

I generating
activities (
FIGA) I
Non- farm 8836.90 24.6
income
generating
activities

I (NFIGA) I
I I

Source: Authors, base on field data

Table 4 and 5 above give the share of each of the IGAs to the household income. Crop

production contributes the highest of household income: 24701.40 representing 68.6% of the
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household income and the least share being transfer income (298.30) forming 0.8% share of the

household income. A further breakdown of the source of household income sources in to

farming income generating activities (FIGA Y) and non-farming income generating activities

( NFIGA Y) show that, the share of household income from FIGA is 27123 (75.4%) while that

ofNFIGA is 8836.90 (24.6), hence FIGA contributes more to household income as compared to

NFIGA.

4.7 Age Distribution of Inaccessible Market, Poor Capital and Fulani Activities

The ages of heads of households are grouped in to three, thus 18-30 years, 30-60 years

and 60 years and above. The bar chart (figure 6) below shows the distribution of inaccessible

market, poor capital and Fulani activities by age group.

Age Distribution of Inaccessible Market, Poor Capital and Fulani Activities
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Figure 7 Source: Authors, base on field data
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The bar chart above indicates that risk related to poor capital tops in all the age groups.

Household heads within the age group of 30-60 records 61.60% of risk related to poor capital,

followed by heads of households within the age group of 18-30 having 59.25% while heads of

households aged 60 years and above have 55.26% of the risk they face in their IGAs being

related to poor capital. Risk posed by Fulani activities is the second highest facing heads of

households within the age groups 30-60 and 18-30. For heads of households aged 30-60 Fulani

activities contribute 24% of the risk they face in their IGAs, while for the age group 18-30,

22.22% of the risks faced are Fulani activities related but 18.44% of risk faced by heads of

households aged 60 and above is attributed to Fulani activities. Inaccessible market which leads

to risk such as post harvest loss and exploitation of farmers by middle men is responsible for

26.31 % of risk facing heads of households aged 60 years and above, while 18.54% of risk facing

heads of households within the age range of 18-30 is related to inaccessible market and lastly,

heads of household in the age group of 30-60 have the least percentage of 14.40% risk related to

inaccessible market.

I ,

68

www.udsspace.uds.edu.gh 

 

 

 

 



j 4.8 Sex Distribution of Inaccessible Market, Poor Capital and Fulani Activities

Figure 7 below show the sex distribution of inaccessible market, poor capital and Fulani

activities.

Sex Distribution of Inaccessible Market, Poor Capital and Fulani Activities
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Figure 8 Source: Authors, base on field data

As shown in figure 7 above households with female heads face higher risk related to both

poor capital and Fulani activities as compared to male household heads. 61.72% of female heads

of households face risk cause by poor capital as compared to 59.29% for male heads of

households, in the same light 23.45% of female heads of household face Fulani activities related

risk while only 21.23% of their male colleagues suffer this. In the area of inaccessible market,

I .'
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male heads of households face higher risk of 19.46 compared to 14.81 for female heads of

household.

4.9 Linking Findings to Conceptual Framework

Households are engaged in IGA as a source of livelihood, however most of these

households are exposed to risk, as put by Holzmann (2003) poor households are exposed to risk

but have access to fewer risk management instruments that will help them manage these risk.

Risks and the inaccessibility of market caused by lack of roads linking villages to markets

increase transaction and communication cost between traders and consumers. If there exist well

functioning markets and farming activities are free of Fulani activities, this will lead to an

increase production of goods and service by IGA, the increase production coupled with available

market will lead directly into higher household's incomes as described in the conceptual

framework.
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CHAPTER FIVE

5.0 Summary of Major Findings and Conclusion

5.1 Introduction

This chapter provides a summary of the major research findings, conclusions and

recommendations.

5.2 Summary of Major Findings

The three main source of risk facing lGAs in Kadelso are poor capital, activities of Fulani

headsmen and inaccessible market. The failure of government policies to minimize or eliminate

completely the negative activities of the Fulani cattle headsmen have been one main source of

risk to especially FlGAs and some NFl GAs. Cattle destruction of farms and cattle stealing has

led to low crop and animal production therefore resulting in low household income. The non-

existence functional markets in Kadelso have made the middle man business a major source of

market: most households therefore lose most of their income to middle men and women.

Households with female heads are exposed to more risk in relation to poor capital and

Fulani activities as compared to male household heads. If market are made more accessible,

stealing of cattle stopped and the destruction of farms by Fulani cattle is brought to an end, poor

capital will seize to be the main source of risk, hence FIGAs will be more attractive and lead to a

general increase in household income, as such households will be able to meet their basic needs:

food. water and shelter as explain in the conceptual framework.

The income share formula used by Benjamin, D. et al (2009), has been modified by

multiplying the income share by hundred (100) to come out with the percentage share of each of
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the IGAs to household income. FIGAs contributes the highest share of household income

(75.4%) as compare to NFl GAs (24.6%), however with an improve market and given the

necessary attention from government policies, NFIGAs stands to grow into one of the major

sources of household income.

5.3 Conclusion

In conclusion, for IGA to contribute significantly to households incomes in kadelso, there

is the need for the district assembly in partnership with other development agents help develop a

market in kadelso and also improve upon the road network linking especially farming

communities like Bonche to market centres to alleviate the high transportation cost of goods and

also enhance the accessibility of markets to promote trading among the villages. The district

assembly and the community should jointly enact by-laws indicating specific areas of lands

possible for crazing and such lands should be reserved for the Fulani herdsmen and their cattle.

This will curb the destructions of farms by cattle; hence promote a peaceful co-existence

between the natives and the Fulani herdsmen.

5.4 Recommendation

~ Government should create a settlement scheme for the Fulani cattle headsmen to separate

Fulani activities from farming activities.

» The district assembly should construct roads linking farming communities to market

centre, especially in areas where food crops are grown.

~ Government should introduce a public transport system to card farm productsto specific

market, especially on market days. This will reduce cost and improve means of

transporting goods to market therefore breaking the vicious poverty cycle created by
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middle men and women. This will attract and boost the confidence of farmers to increase

their production.
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