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TOPIC: RURAL LIVELIHOOD IN GHANA: AN EMPIRICAL INVESTIGATION TINO SHOCKS AND 

RISK EXPOSURES 

 

Background  

One of the demographic characteristics of the developing world is its rural nature of the population. According to 

the World Poverty Report (2011), some 3.1 billion people or 55% of the population in developing countries live in 

rural areas. It however predicts that between 2020 and 2025, the total rural population will peak and then start to 

decline and the developing countries urban population world overtake its rural population. The basic fact is that 

most of these people in rural areas live in poverty, finding it difficult to enjoy the necessities of life. According to 

the World Poverty Report (2011), at least 70% of the world’s very poor people are rural. 

The livelihoods of poor rural households are diverse across regions and countries, and within countries. Livelihoods 

are derived, to varying degrees, from smallholder farming – including livestock production and artisanal fisheries – 

agricultural wage labour, wage or self-employment in the rural non-farm economy and migration. While some 

households rely primarily on one type of activity, most seek to diversify their livelihood base as a way to reduce 

risk. Agriculture plays a vital role in most countries – over 80 per cent of rural households farm to some extent, and 

typically it is the poorest households that rely most on farming and agricultural labour. In most countries, the small 

holder farmers produce grater proportions of staples and mostly at the peasant levels.  

However, non-farm income sources are increasingly important across regions, and income gains at the household 

level are generally associated with a shift towards more non-agricultural wages and self-employment income. 

Agriculture is the main occupation for rural households in Ghana. Households in rural areas of Ghana have 

extensive experience in cultivating agricultural crops; and in raising agricultural livestock. Income from the 

production and sale of crops and livestock constitutes a major source of household earnings and consumption in 

these areas. Statistics indicate that agriculture and livestock (agro-industry) together contribute almost 40% of 
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Ghana’s GDP, and employ approximately 50% of the population. These farmers produce greater proportion of the 

staples in Ghana.  

These rural households engaged in agricultural activities face considerable risks in their income process. These 

income risks are especially important if they result in consumption fluctuations leaving these farmers poor and 

vulnerable.  

Some important risks faced by the rural folks are Crop production risks (Drought, pests and others), Agricultural 

trade risks (disruption of exports and/or imports), Food price risks (large, sudden price rises), Employment risks, 

Health risks (e.g. Infectious diseases resulting in labour productivity decline), Political and policy failure risks and 

Demographic risks (Individual risks affecting large groups). (von Braun et al. (1992). The economic stability of an 

entire rural area can be jeopardized by crises caused by different types of natural disasters, from climatic events to 

livestock or plant diseases. Economic crises caused by the changes of market conditions may also endanger farm's 

viability. Thus, risk exposure is one of the quintessential features of farming in developing countries. Variety of 

risks exposes farm households to very serious hardship. Harsh climatic conditions can result in harvest failure and 

famine. These exposures leave the rural farmers poor, vulnerable and sometimes destitute. Thus poorer developing 

countries are especially vulnerable to climate change because of their geographic exposure, low incomes and 

greater reliance on climate sensitive sectors, mostly agriculture.  

Risk and uncertainty are defined by economists as stochastic events with known and unknown probability 

distributions respectively (Siegel and Alwang, 1999). Both result in welfare losses. For example, seasonality in 

rainfed agriculture is a known risk which forces farmers to engage in sub-optimal consumption – smoothing 

behaviour.  Dependence on a single crop for food or cash introduces unpredictable vulnerability to a collapse in 

production or prices. Pursuing an undiversified livelihood strategy matters less if the source of income is secured 

and stable than if it is subject to uncertainty or intertemporal fluctuations. 

Vulnerability is a concept that combines exposure to a threat with susceptibility or sensitivity to its adverse 

consequences. Although poverty and vulnerability are not synonymous, the poor face greater exposure to livelihood 

threats - they are likely to live in marginal areas ( Wisner, 1993) –  and they are susceptible to shocks, because their 

assets holdings (broadly defined to include productive assets, savings, human and social capital) are lower. 

Vulnerability is determined partly by risk factors that are generic to groups of people who are connected 



KNUST 

PHD PROPOSAL 

NAME: EMMANUEL BUABENG 

 

 3 

geographically or by shared risk characteristics (‘exposure’), and partly by risk factors that are specific to individual 

households (‘susceptibility’). 

Different disciplines, including economics, geography and nutritionists have analyzed the consequences of life in 

this risky environment. Specific policies, such as preventive health care, safety nets or famine early warning 

systems form a well-established part of the aid and policy efforts in developing countries. This thesis aims to 

present evidence that should encourage policy-makers to give risk and uncertainty a more central place in thinking 

about poverty and destitution. The central argument is that risk is not just another expression or dimension of 

poverty, but it is also an important cause of persistent poverty and poverty traps. The rural poor have been 

particularly exposed and especially vulnerable to livelihood shocks and variability. If anything, their livelihood 

insecurity is likely to increase in coming years, due, inter alia to rising global inequality (Wade, 2001), and climate 

change. 

The focus of this thesis is to examine empirically how shocks and risk exposures affect the livelihood of three 

major rural and poor districts in Ghana namely Amansie West District, Afram Plains District and Sefwi Juaboso 

District. In these districts, agriculture is the main stay of their economies.   

 

 

Problem Statement 

Agriculture is the main occupation of rural people in most developing countries, producing a large chunk of the 

output of these countries. In Ghana, agriculture and its related activities remains the largest employer, employing 

approximately 51% of the labour force and contributing to almost 40% of Ghana’s GDP. The agriculture activities 

in Ghana is mostly on small scale level and these farmers produce greater proportion of the entire agricultural 

output in Ghana. Statistics show that small scale farmers produce approximately 85% of the cereals, 40% of rice 

and 100% of the starchy staple needs of Ghana (Ayitteh and Banini, 2007). This shows that small-scale farmers 

make a very important contribution to the economy of Ghana, as they create employment and ensure food security 

for the family. 
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However, these farmers remain the poorest in Ghana. They are exposed to poverty, hunger, preventable diseases 

and deaths. It is said poverty in Ghana is basically rural (Osei-Fosu, 2011). It is estimated that about 75% of all 

poor people in Ghana live in rural areas. As stated earlier, most of the rural dwellers are farmers. The question that 

needs to be answered is what factors mitigate against the farmers in their attempt to extricate themselves from 

poverty? The answer to this question is the main focus of this thesis.  

Households of the rural areas of Ghana are prone to risk as they depend on natural resources, which in turn depend 

on erratic rainfall and the unpredictable weather conditions. Since these farmers mostly do not have well defined 

markets for their products, they normally suffer from price fluctuations. They are often adversely affected by these 

shocks leaving them vulnerable and poor. The main crux of this work is thus to examine the extent to which rural 

livelihoods are affected by these shocks and the effect of these on their incomes. the study also aims to  examine 

how the households in the three districts respond to these risks and shocks. Knowing how households respond to 

shocks is of critical importance since it reveals what the poor can do to help themselves in these circumstances. In 

addition, if government wants to embark on nay policy aimed at tackling rural poverty, the main cause and what the 

people themselves are trying to do must be known in order for the policy to have the desired impact. 

The research is essential because there has been only limited research into these issues and household responses in 

the districts as is the case with research into such responses worldwide, because they tend to be ‘ephemeral and 

change quickly’ and therefore ‘remain unnoticed and understudied’. It is thus important to understand these shocks 

and people’s response strategies to these shocks as to guide the formulation of interventions aimed at helping the 

poor 

 

Research objectives 

The main objective of this thesis is to examine the impact of shocks and risks on rural livelihood in Ghana. To 

achieve this, the following specific objectives are set 

 

1. Examine the Crop production risks faced by rural people in Amansie West, Sefwi Juaboso, and Afram 

Plains Districts of Ghana and the effect of that on employment, income and welfare. 
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2. Examine the Health risks faced by rural people Amansie West, Sefwi Juaboso, and Afram Plains Districts of 

Ghana and the effect of that on employment, income and welfare. 

3. Examine the Agricultural trade and price risks faced by rural people Amansie West, , Sefwi Juaboso, and 

Afram Plains Districts of Ghana and the effect of that on employment, income and welfare. 

4. Examine households’ adaptive strategies in response to these shocks and to determine the policy 

implications of the research findings.  

 

Research questions: 

The research seeks to answer the following questions: 

1. What are the production risks faced by rural dwellers in Ghana and how do these risks impact on their 

output and welfare? 

2. What are the agricultural markets and price risk and how do they affect the livelihood of the rural people in 

Ghana? 

3. What are the health risks faced rural people in Ghana and how do they affect their livelihood? 

4. What are the adaptation strategies of the rural people to mitigate these risks? 

 

Methodology 

Data Sources 

The research will rely basically on primary data. Information will be sought from the Ghana Living Standard 

Survey Reports, the strategic plan documents of the various District Assemblies, Ghana Statistical service Data 

Bases (for the population and demographic characteristics of the district assemblies), as well as data obtained 

through self administered questionnaires. These important sources would yield the relevant information needed for 

the execution of the thesis. 
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Population, Sample Size and Sampling Techniques 

The study would be carried out in three districts, Amansie West District of Ashanti, Afram Plains District of the 

Eastern Region and Sefwi Juaboso in the Western Region. The selection of these districts was done purposively by 

the researcher. The three districts were basically chosen because of their rural nature and in all of them, the major 

occupation is agriculture. For instance, information available from the Sefwi Juaboso District indicates that 81% of 

the labour force is engaged in Agriculture. 

A sample of one thousand, five hundred (1,500) households would be chosen for the thesis. Five hundred (500) 

household would be sampled form each district. To ensure that the core objective of the thesis is achieved, only 

rural areas of the selected districts would be included in the study. To achieve this, the researcher would use the 

definitions and statistics from the 2010 population and housing census, expected to be published in April. To get the 

best sample, the researcher will first divide the communities in each district into two main strata, Rural and Non-

Rural. Then the next step would be to randomly select twenty communities from each district. The final stage 

would then be to randomly sample twenty five households from the twenty communities. This would yield the 

needed sample for the study 

The main instrument for the data collection would be structured questionnaires. Given the low literacy rates in the 

selected districts, the questionnaires would be self-administered to ensure that the right responses are obtained. The 

research may also adopt focus group discussions as well as expert opinion methods to obtain the relevant 

information. In the focus group discussions, the researcher would, in consultations with the leaders of the 

communities organize the households into groups where the various issues concerning the research would be 

discussed. People with expert knowledge in the area of rural livelihood would be consulted for crucial information 

on the issues under discussion. 
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 Conceptual Framework (Model) 

The framework for the study would be based on the Livelihood Framework, A livelihood is defined as ‘the 

activities, the assets and the access that jointly determine the living gained by an individual or household’ (Ellis, 

1999).1 The livelihoods literature has poverty reduction (and wellbeing) and engagement in the productive economy 

as its central focus. Fundamental to the livelihood approach is the asset or resource status of individuals and 

households. Assets provide capabilities for achieving satisfactory levels of living. Typically  this means that the 

household is the unit of analysis, whereby the household and its corresponding resource profile is located within the 

context of the wider ‘vulnerability’ environment (external influences such as hazards and shocks will cause 

livelihoods to be compromised and lead to adaptation strategies), the context of social vulnerabilities (such as age, 

ethnic status, gender that causally impact how livelihoods are constructed and adapted) and within the policy and 

institutional context. Given that the research will have three empirical chapters, the three models would be 

estimated. 

 

 

Model 1 

In model 1, we will estimate the production function for the households, engaged in agricultural business for the 

previous farming season. The method to be applies is the Mean-Variance approach proposed by Just and Pope 

(1978, 1979). Thus we assume a farm producing y output using inputs x under risk. The production technology is 

represented by the stochastic production function , where v is a vector of random variables reflecting 

uncontrollable factors such as rainfall, floods, pests, etc. This approach provides a simplified specification of 

production technology with output risk, where inputs affect not only expected output but also its variance (a 

measure of production risk), and allowing marginal effects of inputs to be computed for both moments. (Claire, etl, 

2010). This approach would indicate the output of the rural farmers in the presence of risk. In other words, the 

model 1 would show the extent to which risk and uncertainties affect the output of rural farmers in the study areas. 
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Model 2 

In this model, we link the output level of the farmers under shocks to the welfare of the households. To achieve this, 

the welfare model for the households would be developed where the factors affecting the livelihood levels of the 

households would be linked to the measured welfare level of the households. This would be done using an 

appropriate probability model.  

 

Model 3 

In model 3, the research would focus on the impact of health risk on the welfare on the likelihood of the districts 

under study. A welfare model for the households would be developed with health risk as one of the explanatory 

variables. Appropriate probability model would be applied. 

To examine the coping strategies, an appropriate model would be used to examine how the rural farmers in the 

study district cope in the presence of risks.  

 

Brief Literature 

Several writers examined the impact of risks on the livelihood of rural dwellers in developing countries. Their 

findings have been conclusive and emphatic that risk, mostly natural disasters have serious repercussions on the 

lives of rural people. Salvatore Di Falco, Jean-Paul Chavas and Melinda Smale (2006) examined the farmer 

management of production risk on degraded Lands in Ethiopia and found that diversifying crop production reduces 

production risks. Specifically, it was found that Simulations with estimated parameters illustrate how planting more 

diverse durum wheat varieties on multiple plots contributes to improving farmer's welfare. 

Claire Mosnier, et el. estimated the production for beef cattle production in France under production and price risks. 

The paper addresses the issue of agricultural production under both output level and output price risks, in a context 

of random climatic conditions affecting forage used in beef production. It applied the framework proposed by Isik 
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(2002) to derive estimating equations from a structural production model with two sources of risks. Flexible 

functional forms for risk preferences and production technology allowed the researchers to identify attitudes toward 

risk and compute marginal effects of inputs and climate on expected output and production risk. The model is 

applied on a panel of French cattle farms and estimation results suggest that cattle farmer exhibit strong risk 

aversion of the constant relative risk aversion (CRRA) form, and that climate has a significant impact on the 

performance of animal feeding strategies.  

 

ORGANIZATION OF THE STUDY 

The study would consist of seven chapters. The first chapter will introduce the study with the background and 

research problem, questions and objectives. Chapter two would be devoted to a comprehensive review of both 

theoretical and empirical literature. In chapter three, attention would be devoted to the development of theoretical 

models and micreconometric methodologies that would be used for the data analysis the models that would be used 

for the study would also be comprehensively outlined and discussed. Chapter Four would be devoted to the analysis 

of Crop production risks faced by rural people in study areas and the effect of that on their welfare. It will also look 

at the coping strategies. Chapter Five looks at the analysis of Health risks faced by rural people in the study area 

and the effect of that on their livelihood, as well as the coping strategies adopted by the rural people to cope in the 

face of these risks. Chapter Six discuses the analysis of Agricultural trade and price risks faced by rural people in 

the study areas and its livelihood impacts, as well as the coping strategies. The final chapter, Chapter Seven would 

conclude the study with findings recommendations and suggestions for further research in the area of risks and rural 

livelihood. 
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