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Executive Summary 

Rural Ethiopia remains heavily dependent on smallholder agriculture; yet shrinking land sizes, 

erratic rainfall, and low productivity leave many households trapped in poverty and food 

insecurity (ATA, 2015). This study examines the determinants of off-farm and non-farm 

employment participation and income among 992 rural households in Awi Zone, Northwest 

Ethiopia, using a Heckman two-stage selection model (Heckman, 1979). 

The findings reveal that only 38.5% of households participate in off-farm or non-farm activities, 

leaving the majority without income diversification. Key drivers of participation include being 

male, literate, having more working-age adults, access to credit, and non-labor income 

(remittances, gifts) (Barrett, Reardon, & Webb, 2001; Demie & Zeray, 2015; Anang & Yeboah, 

2019). Major barriers include older age, larger livestock holdings, and access to irrigation (which 

ties farmers more intensely to agriculture) (Abdurezak et al., 2020; Sani, 2017). For those who 

do participate, income levels are significantly reduced by age, livestock size, and distance to 

markets (Tesfaye & Nayak, 2022). 

This policy brief call for targeted interventions: gender-inclusive employment programs, 

expansion of rural credit, investment in market infrastructure, and integration of off-farm 

livelihood options into agricultural extension services. Such actions will reduce rural poverty, 

curb migration, and build climate-resilient rural economies (Lanjouw & Lanjouw, 2001). 

The Problem: Over-Reliance on Farming, Underutilized Opportunities 

In Awi Zone, agriculture is the primary livelihood for over 1 million rural people. However: 

✓ Landholdings are small (average 1.1–2.0 hectares). 

✓ Productivity is constrained by erratic rainfall, erosion, and limited inputs (ATA, 2015). 
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✓ Off-farm and non-farm activities (e.g., handicrafts, trading, daily labor, firewood sales) 

remain severely underutilized (Sani, 2017). 

Key evidence from the study 

➢ 61% of households (610 out of 992) engage in no off-farm or non-farm work. 

➢ Only 39% participate, mostly seasonally (52%) or temporarily (20%). 

➢ Common activities include selling firewood/charcoal (16%), carpentry/forest products 

(13%), and bamboo products (11%). 

➢ Women are vastly underrepresented: 93% of participants are male, while 91% of non-

participants are female. This reflects cultural norms where women bear household 

responsibilities (Bezabih et al., 2010). 

Without policy action, rural households will remain vulnerable to agricultural shocks, youth will 

continue migrating to cities, and poverty will persist (Lanjouw & Lanjouw, 2001). 

 Key Findings & Evidence  

Factors Effect (Marginal Effect) Supporting Evidence 

Male gender 67% more likely to participate 
Bezabih et al. (2010); Anang 

& Yeboah (2019) 

Literacy 14% more likely to participate Abdurezak et al. (2020) 

Additional working-age adult 18% increase in likelihood Demie & Zeray (2015) 

Access to credit 26% increase in likelihood 
Demie & Zeray (2015); Anang 

& Yeboah (2019) 

Non-labor income 

(remittances/gifts) 
22% increase in likelihood 

Beyene (2008, as cited in 

Ayenew et al.) 

Living in lowland (Kola) zone 
14% increase (more land, 

petty trade) 
Tesfaye et al. (2016) 
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B. Factors That Reduce Participation (Barriers) 

Factor Effect Explanation 

Age (each additional year) 2.4% decrease in likelihood 

Older farmers have less 

energy and mobility (Tesfaye 

& Nayak, 2022; Sani, 2017) 

Larger livestock holdings (per 

TLU) 
2.4% decrease 

Livestock management ties up 

labor (Abdurezak et al., 2020) 

Access to irrigation 
18% decrease (farmers focus 

more on agriculture) 

Improved farming reduces 

need for off-farm work 

(Abdurezak et al., 2020) 

C. Factors Affecting Income from Off-Farm Work (for participants) 

 

Factor Effect Evidence 

Older age Negative and significant 

Physical capability declines 

with age (Tesfaye & Nayak, 

2022) 

Larger livestock holdings Negative and significant 

Time spent on livestock 

reduces off-farm earnings 

(Abdurezak et al., 2020) 

Distance to market (each hour) 3.5% decrease in income 
Higher transport costs reduce 

net returns (Sani, 2017) 

Key insight: Participation does not guarantee good income. Even among participants, those who 

are older, own many livestock, or live far from markets earn significantly less. 

3Policy Implications 

The current policy focus on agricultural intensification alone is insufficient (Lanjouw & 

Lanjouw, 2001). Ignoring the off-farm sector means: 

✓ Lost poverty reduction potential - off-farm income can smooth consumption and build 

assets (Barrett, Reardon, & Webb, 2001). 

✓ Gender inequality deepens -women are systematically excluded from paid opportunities 

(Bezabih et al., 2010). 

✓ Youth unemployment grows - few local non-farm jobs push young people to cities. 
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✓ Remote communities fall behind-poor market access limits both participation and 

earnings (Sani, 2017). 

As noted by the Agricultural Transformation Agency (2015), rural development strategies must 

move beyond production-focused interventions to include off-farm employment as a deliberate 

policy goal. 

Recommendations 

Based on the study’s findings and supporting literature, the following actions are recommended 

for the Awi Zone Administration, Amhara Regional Government, Ministry of Agriculture, and 

development partners: 

1. Integrate off-farm promotion into extension services – Train extension agents to advise 

farmers on complementary income activities (e.g., small trade, handicrafts, processing) 

alongside crop and livestock advice (Demie & Zeray, 2015). 

2. Launch gender-targeted livelihood programs – Establish women-only savings groups, skills 

training (tailoring, food vending, beekeeping), and mobile childcare to enable female 

participation (Bezabih et al., 2010; Anang & Yeboah, 2019). 

3. Create a “Rural Non-Farm Starter Loan” – Small, low-interest, collateral-free loans (ETB 

2,000–10,000) for off-farm activities. Link loan approval to basic business literacy training 

(Demie & Zeray, 2015; Anang & Yeboah, 2019). 

4. Provide financial literacy and enterprise training – Partner with Injibara University and 

TVET colleges to deliver short courses on record-keeping, marketing, and business planning 

(Abdurezak et al., 2020). 

5. Establish community skill training hubs – Offer short, practical courses in carpentry, bamboo 

products, local drink production, and hairdressing, targeting youth and women in remote 

kebeles (Tesfaye & Nayak, 2022). 

6. Prioritize rural market road improvements – Reduce travel time to major markets (currently 

1.8 hours on average) to under 1 hour, especially for districts like Banjia and Ayehu 

Guagusa. Better roads lower transport costs and increase net income from off-farm sales 

(Sani, 2017; Abdurezak et al., 2020). 

7. Recognize off-farm employment as a formal pillar of rural development – Include off-farm 

and non-farm employment targets in the next national food security and livelihood strategies 
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(e.g., Productive Safety Net Programme, rural job creation initiatives) (Lanjouw & Lanjouw, 

2001; Barrett, Reardon, & Webb, 2001). 

8. Address the irrigation “lock-in” effect – For households with irrigation, bundle off-farm 

promotion with labor-saving technologies to free up time for diversification without 

abandoning agriculture (Abdurezak et al., 2020). 

Conclusion 

Off-farm and non-farm employment is not a sign of failed agriculture.  It is a smart strategy for 

resilience (Barrett, Reardon, & Webb, 2001). This study proves that participation is constrained 

not by lack of will, but by access barriers: education, credit, market distance, and gender norms 

(Sani, 2017; Tesfaye & Nayak, 2022). As the Agricultural Transformation Agency (2015) has 

emphasized, diversifying rural incomes is essential for Ethiopia’s poverty reduction agenda. By 

implementing these targeted, evidence-based recommendations, policymakers can unlock a 

powerful engine for poverty reduction, create local jobs for youth and women, and build a more 

diversified, shock-resistant rural economy in Awi Zone and beyond. 
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