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Abstract

The study examined the determinants of income diversification of rural farmers in Itu Local 

Government Area of Akwa Ibom State, Nigeria. A multistage sampling procedure was 

employed to select 60 respondents needed for the study. Data analysis was carried out using 

descriptive and inferential tools such as means, frequencies, percentages and binary Tobit 

regression. The result showed that households in the study area earned an average income 

of N 158,345.83 originating from a wide range of trading activities. The most important 

aspect where the traders diversified their income to was crop output trading, which 

accounted for about 38% of the income, followed by income from other sources (25%). The 

net farm income (profit) and returns-cost ratio were N26,186.33 and 1.2. This implies that 

the venture was profitable and viable. The findings call for policy options that can help rural 

traders maximize the benefits from rural trading activities for poverty reduction and growth 

in Itu Local Government Area. The significant variables that influenced income 

diversification should be considered in intervention targeted at the rural agricultural 

economy.
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Introduction

Diversification at the individual or household level (livelihood diversification) simply 

means adding new activities. This may include agricultural or non-agricultural works, for 

one's self or for an employer, home based work or work at other places. Rural livelihood 

diversification could be described as the process by which rural households construct an 

increasingly complex portfolio of activities and assets in order to survive and to improve 

their living standard (Ellis, 2002).

There are several evidences in literature that participation in many farming and non-farm 

4  204 

Ofcial Journal of the College of Agricultural Economics, Extension & Science
ISSN (Print ) 2545-5179, ISSN (Online) 2714-5018

www.jaees.org 

mailto:excellentmind2009@yahoo.com


activities creates favourable conditions for poverty alleviation in rural areas and by 

extension for food security (FAO, 1998).

Income diversification refers to the allocation of productive resources among different 

income generating activities, both on-farm and off-farm (Abdulai and Crolerees, 2001). 

According to Berret, (2001), very few people collect all their income from only one source, 

hold all their wealth in the form of any single asset, or use their resources in just one activity.

Researchers have identified several reasons for households to diversify their income 

sources. The main driving forces are:

· To increase income when the resources needed for the main activity are too limited 

to provide a sufficient livelihood (Minot et al., 2006).

· To reduce income risks in the face of missing insurance markets (Rearsdon, 1997; 

Bezumeh and Aboud, 2001).

· To exploit strategic complementarities and positive interactions between different 

activities.

· To earn cash income to finance farm, investments in the face of credit market 

failures (Reardon, 1997; Ruben and Vandenberg, 2001).

According to Ellis (1998) rural income diversification is higher among poorer households 

than richer households in Indonesia, while Adulai and Crolerees (2001) showed that the 

opposite holds true in Mali and Ethiopia respectively. Also with respect to the driving 

forces, the empirical literature offers mixed results, particularly concerning the role of 

farmlands. Many of the available studies for countries in Asia recognized the key roles of 

shrinking farmland availability and poor yields (Minot et al., 2006). By contrast, land 

scarcity seems to be less important in some parts of Africa (Canagarajah et al.,2001). In 

Nigeria for instance, dwindling economic situations and rising poverty level contribute to 

this as well as low crop output in certain parts of the country. Many households are forced by 

economic realities to look for avenues of supplementary income.

The broad objective of the study was to examine the income diversification of rural farmers 

in Itu Local Government Area of Akwa Ibom state, Nigeria.

The specific objectives of the study were to:

Determine the patterns of income diversification of rural agricultural product in 

the study area; examine the determinants of income diversification of the 

farmers in the study area; and examine the cost, returns and profit of small scale 

agricultural production in the study area.
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Methodology

The study was carried out in Itu Local Government Area, Akwa Ibom State, Nigeria. Itu is 

one of the thirty-one (31) Local Government Areas of the state. It is located in the North-east 

part of the state. It is bounded by Ibiono Ibom (West), Urua (South East), Uyo (South) and 

Cross River state (North East). It comprises five clans, which are Itam, Oku-Iboku, Mbiabo, 

Itu and Ayadehe.

Sampling technique

Stratified multistage sampling technique was employed in selecting the respondents. 

Twenty (20) communities known for farming in the Local Government Area were selected 

for the study. From the selected communities, three (3) high farming intensity villages in Itu 

Local Government Area namely Akon Itam, OboiItu and NungUkot Itam were selected. 

Specifically, twenty (20) farmers were randomly sampled from each village making a total 

of 60 respondents for the study.

Model specification

i. Herfindal Index

Sharing household income derived from various farm and non-farm sources as well as the 

inverse of the overall diversification was computed following Ersado (2006) as follows:

D = 

Table 1.0: Distribution of respondents based on pattern of income 

diversification 

Field Survey, 2016 

 

Mean Income from Activities Average Value(? )          (%) 

  

 

   

 income from crop trading   60,171.42                  38.0 

 income from livestock trading   38,003.00                   24.0 

agricultural labour wages 20,584.96                   13.0 

 income from other trading/skills 39,586.46                   25.0 

 Total household income   158,345.83                   100 
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Determinants of income diversification

The regression results on determinants of income diversification of traders in Itu Local 

Government Area of Akwa Ibom state is represented in Table 2.0.

As shown in Table 2.0, the model was considered to have a good fit and equally consistent 

with theory. Six out of nine explanatory variables were statistically significant at different 

levels and these were the coefficient of age, marital status, household size, education, 

membership of cooperative and farm size.

The coefficient of age was statistically significant at 5% level and positively signed; 

implying that age of traders positively influenced their farm income diversification. This 

is at variance with Ersado (2006) who pointed out that young people are more likely to 

get involved in riskier projects and income diversification. However, it may be because 

age correlates with experience and hence, income diversification. The coefficient of 

marital status was significant at 5% and positively related to income diversification. This 

shows that marriage significantly influenced the income diversification of the 

respondents. This could be because marriage could lead to increased family size and 

more responsibility for household heads especially when many of the family members 

depend totally on the household head.

The coefficient of household size was positive and significant at 5% level of probability. 

This suggests that as household size increased, the farmers' decision to diversify as well 

increased. The implication is that an increase in household size leads to increase in 

income diversification and vice versa.

Education was positively significant. This conforms to a priori expectation that the 

higher the educational level of the farmers, the higher their level of diversification. The 

result shows that increased number of years of formal education could have positive 

impact on income diversification. Membership of cooperative society gave a positive 

coefficient and was significant at 10% level of probability, indicating that being a 

member of cooperative society aids in receiving and evaluating information for business 

improvement and productivity.

The coefficient of farm size was negatively significant. The result implies that each 

additional hectare of land put into cultivation resulted to reduction in the level of income 

diversification. Large farm size could entail a large farm asset base. This could also mean 

high level of investment; and specialization which may not positively lead to 

diversification.
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Table 2.0: Determinants of income diversification of traders in Itu Local 

Government Area of Akwa Ibom state 

Variables Coefficient Standard error T 
 

Constant  -0.109 0.076 -1.42 
 

     

Age (X1)     0.003      0.002** 2.11 
 

     

Sex (X2)     0.017 0.017 1.03 
 

     

Marital status(X3)     0.001 0.012** 2.10 
 

     

Household size (X4)     0.008 0.004** 2.03 
 

     

Education (X5)     0.005       0.002* 1.89 

      

Co-op membership (X6)      0.025       0.020* 1.93 

      

Farm size (X7)    -0.015       0.016*** -3.93 

      

Experience(X8)    -0.002      0.007 -0.88  

     

No. of dependent (X9) -0.012       0.076 -1.42  

     

R2        0.67 
   

F- ratio 7.50*** 
   

Root MSE       0.066 
   

Source: Field Survey, 2016, +Lead equation, ***1% level of significance, ** 5% level of 

significance, *10% level of significance. 

 

Cost and returns

The cost and returns as well as the profit (net returns) of the respondents is presented in 

Table 3.0.

Budgeting analysis was carried out to determine the profitability of the business. The result 

from Table 3.0 shows that the total revenue was N158,345.83. Total variable cost was 

N128,082.28 and total fixed cost was N4, 077.22. The net farm income (Profit) was 

26,186.33. The result implies that the venture was profitable. Also the Revenue-cost ratio 

of 1.2 means that the business was viable since it is greater than one.
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Table 3.0: Cost, returns and net returns 

Field Survey, 2016 

Items Average value (? )         

Returns 

 Total Revenue  158,345.83                                                

Variable cost  

Inputs in crop production                          60,171.42 

Inputs in livestock production                          38,003.00 

Transportation cost 1,800.50 

Storage cost                          1,570.42 

Packaging cost                          2,155.55 

Cost of labour                          20,584.16 

Loading and offloading                          1,850.00 

Market charges                          847.23 

Other expenses                                                     1,100 

Total Variable cost                         128,082.28 

Fixed cost  

Depreciation on assets                         4,077.22 

Total fixed cost                         4,077.22 

Total cost (TVC+TFC)                        132,159.50 

  

Net return (profit) (TR-TC)                         26,186.33 

Return- cost ratio(TR/TC)                         1.20 

Conclusion and Recommendations

The study investigated the determinants of income diversification of rural farmers in Itu 

Local Government Area of Akwa Ibom State, Nigeria. This study found that a good 

proportion of the respondents' main pattern of income diversification was crop trading. The 

coefficient of age, marital status, household size, education, membership of cooperative 

society and farm size were the major determinants of income diversification in the study 

area. The farmers also recorded positive net returns.
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Based on the findings of this result, the following policy options are suggested:

1. The significant variables (age, marital status, household size, education, 

membership of cooperative society and farm size) that influenced income 

diversification by the small scale farmers should be taken into consideration in 

policy issues.

2. The findings call for policy options that can help rural farmers maximize the 

benefits from rural trading activities for poverty reduction and growth in the study 

area.

3. The farmers should form cooperative associations in order to pool resources and 

make purchases at reduced prices thereby expanding their capacities.
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