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ABSTRACT

As households diversify their livelihoods, their credit demands will also be diversified. This creates 
competition among the livelihood activities pursued by farm households for credit and other productive 
resources. Whereas some households may be expanding the same livelihood activities to enjoy econo-
mies of scale (stepping up), others are expanding into other livelihood activities (stepping out). Better 
still, others are just maintaining their activities, levels of livelihood activities they engage in (hanging 
in). Whichever approach is adopted has specific implications for resource demands, allocation, and 
utilization. This chapter examines the gendered implications of livelihoods diversification for household 
credit demands and allocations using mixed methods. Most farm households in contemporary Ghana 
this chapter concludes are diversifying out of agriculture. The implication of this is that the number 
of households demanding credit for non-farm livelihood activities is increasing at the expense of farm 
livelihood activities.
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INTRODUCTION

Rural livelihood diversifications are warranted by different aspirations and objectives of farm households 
and may be looked at in two ways. It could be diversification into different activities within the same 
sector (vertical diversification) or into different sectors (horizontal diversification). In the case of verti-
cal diversification, farm households may diversify their livelihood to include different farm livelihood 
activities. This may include the production of exotic or local crops varieties; food or cash crops using 
modern or traditional technologies or rearing of improved or local livestock breeds. With regards to the 
horizontal diversification, farm households may diversify into non-farm livelihood activities such as 
petty trading and craftsmanship among others. This categorization of rural livelihood diversification is 
consistent with Ellis (2000) who observed that the issue of livelihood diversification in rural develop-
ment context usually has to do with either the need for farm changes in the mix of agricultural activities 
or of the desirability of developing rural-based non-farm industries.

According to Dorward (2009) and Deogharia (2018), the main focus of diversification is to decrease 
livelihood vulnerability and increase livelihood productivity. This is achieved by changing farm liveli-
hood activities with increasing importance of non-farm activities and this involves three main dimensions 
(ibid). The first dimension is termed as “hanging in” which involves using strategies that are concerned 
with maintaining and protecting current levels of wealth and welfare in the face of threats of stresses and 
shocks. The second dimension is termed as the “stepping up” in which individuals employ strategies that 
seek to expand the scale, or productivity of existing assets and activities. The third and final dimension 
in Dorward’s view is referred to as “stepping out” which is concerned with adopting strategies geared 
towards the accumulation of assets to allow investments or switches into new activities and assets. This 
implies that the dimension of diversification a given household adopts depends on its abilities in terms 
of resource endowments and needs.

Evidence in the empirical literature reveals that many rural farm households in Africa and Ghana 
for that matter are diversifying outside agriculture as a main source of livelihood (see for instance Ellis 
1998, Bryceson 1999, Ellis 2000, Barretta, Reardon et al. 2001, Bryceson 2002, Hilson 2002, Niehof 
2004, Banchirigah 2006, Ellis 2006, Iiyama 2006, Banchirigah 2008, Demurger, Fournier et al. 2010, 
Haggblade, Hazell et al. 2010, Motsholapheko, Kgathi et al. 2011, Chavas and Falco 2012, Hilson and 
Garforth 2012, Salayo, Perez et al. 2012). According to Ellis (2000) and Hilson and Garforth (2012) 
among others, households diversify outside agriculture in order to deal with seasonality in agricultural 
production, risks, labor market dynamics, credit market failures and also as a coping mechanism. A grow-
ing body of literature suggests that artisanal small scale mining is one of the major non-farm livelihood 
activities that rural Africans and Ghanaians for that matter diversify into (see for instance Banchirigah 
2006, Banchirigah 2008, Hilson 2009, Banchirigah and Hilson 2010, Bryceson and Jonsson 2010, 
Hilson 2010, Hilson and Garforth 2012). Seasonality and household needs also influence household 
diversification decisions.

Irrespective of the type of diversification or reason for diversifying, the basic reality is that it affects 
resource allocation. In this regard, the struggle to secure a livelihood in the face of adverse socio-economic 
and politico-cultural circumstances by rural farm households determines which livelihood activity they 
demand and allocate resources to. As households diversify their livelihoods, their credit demands will 
also be diversified. This creates competition among the livelihood activities pursued by farm house-
holds for credit and other productive resources. One might expect that farm households demand credit 
to finance their livelihood activities based on their relative importance and contribution to household 
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