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Abstract | This study was intended to identify the endowment of livelihood assets and to assess their role
in adoption of livelihood strategies in district Bhimber, AJ&K. A basic survey was carried out to collect
primary data from 310 households selected through convenient sampling. Endowment of livelihood assets
was calculated by constructing asset indices. Asset weights were obtained using Principal Component
Analysis (PCA). Assets indices revealed that district has performed best on physical capital (index value 0.63)
and human capital (index value 0.59) dimensions. It was found that foreign remittance is the most popular
livelihood strategy (29% of households’ main source of income) in the district. Apart from this, livelihood
strategies are fairly diverse in different tehsils (sub-divisions) of the district. Results of Multinomial Logit
Model demonstrate that human capital has the strongest positive role to enable households to enter into
more rewarding livelihood strategies. Study recommends to take appropriate steps to reduce pressure on
natural resources, to make further investment in human capital to enable people entering into more rewarding
livelihood strategies and to educate households to use remittance money for job creating activities to enhance
employment opportunities and to augment household income.
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Introduction 1999, 1993, 1985). Sen’s capability theory led to

the development of Human Development Index

tudy of living standards and human welfare

have shifted emphasis from the usage of uni-
dimensional approaches to multi-dimensional
approaches. In the beginning, studies used to mainly
focus on calories intake, level of income or level of
expenditures. Sen’s capability approach was one of
the first theories to shift focus from unidimensional
measures to multi-dimensional measures. This
approach uses the concepts of ‘functionings’ and
‘capabilities’ to measure human wellbeing (Sen,

(HDI). Using four indicators HDI measures human
wellbeing in three dimensions: health, education
and access to resources. Then UNDP launched
another initiative, Millennium Development Goals
(MDGs). This initiative also asked intervening in
non-monetary dimensions of wellbeing along with
monetary dimensions (Vandemoortele, 2009).

Among many other approaches to measure individuals’
wellbeing; livelihood studies have gained much
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attention in last couple of decades to understand the
determinants of socio-economic status, mostly of the
rural people living in developing countries (Davis
and Pearce, 2001; Bernstein et al., 2001). Prominent
world organizations use livelihood approach to study
socio economic status of rural population. These
organizations include; World Bank, Department for
International Development (DFID), United Nations
Development Program (UNDP), CARE Oxfam
and FAO (Hussein, 2002). These studies explore role
of different type of assets along with institutions in

livelihood.

A bulk of literature proves the key role of different
assets in households’adoption of livelihood strategies.
In a study Jan et al. (2012) found that increase in
human capital reduces chances of being employed
in informal sector and ownership of livestock
increases chances of being employed in farm sector,
in Pakistan. A similar study by Rahut and Scharf
(2012), also found important role of livelihood assets
in the adoption of non-farm activities in Himalyian
region of India. Khan (2007), found that personal
characteristics (age, education, ownership of livestock
and land and infrastructure availability) and different
household assets have important role to play in
adoption of different livelihood strategies in rural
Pakistan. Démurger el al. (2009) have also found that
ownership of land, education and size of household
are having substantial effects to adopt off-farm
livelihood activities in China.

In another study, Irfan (2013) found that while
selecting livelihood strategies in Pakistan household
assets and individual characteristics have significant
effect. Nasir (2005), found that choice of profession
is affected by gender and ownership of livelihood
assets. Studying determinants of occupation selection
in Colombia, Destré and Henrard (2004), has found
different type of household assets are having significant
effect while choosing an occupation. Obi et al. (2014)
found human capital is having significant effect in
choosing among livelihood strategies in Nigeria. In
another study Rehman, et al. (2008) found that higher
endowment of assets leads to more remunerative
livelihood strategies. Thennakoon (2001) found that
ownership of assets effects livelihood options available
to rural population of Sri Lanka.

Sustainable Livelihoods Framework (SLF) of DFID

is most widely used framework in livelihood studies

(Lautze and Raven, 2006). So, for present study too,
this framework will be used. SLF has been selected
for present study because it was made for rural areas
and it has extensively been used in studies similar to
present one. These studies are; Ansom and Mckay
(2010), Zhong et al. (2015), Chowdhury (2015),
Erenstein (2011), Tefera et al. (2004), Xu (2015) and
Steimann (2005) among others. SLF is explained in
next section.

Majorhurdleinformationofeffective policyframework
to combat with the basic issues of livelihoods and
sustainability in Azad Jammu and Kashmir (AJ&K)
is lack of data. This issue is linked with lack of proper
understanding of ground realities and absence of
true picture of existing situation for which policy is
being devised. Knowing this requires well designed
and structured studies of their livelihoods strategies
and their endowment of livelihood assets. So, in this
purview there is a dire need to design such a basic
study that can bring forward the basic issues of the
rural livelihood.

Traditional way of studying rural livelihoods strategies
is assuming individuals are engaged in agriculture
sector and moving toward non-agriculture source of
income is thought primarily a coping strategy or risk
minimizing strategy (Mwamba, 2013; Seng, 2015). In
few cases it is believed that it is done to earn higher
non-agriculture income (Shehu and Abubakar, 2015).

AJ&K is an almost entirely a mountainous area.
Hence land here is not fit for agriculture purposes.
Little agriculture which is done mainly consists on
marginalized land tracts. Due to low fertility and
uneven land, productivity is extremely low. Agriculture
produce doesn’t fulfill the needs of even households
themselves. Hence, here main sources of livelihoods
are non-agricultural e.g. small scale businesses, daily
wage employment and local urban and international
remittances. In this situation there is need to adapt
different strategy to study livelihood dynamics in
AJ&K. This is where the main contribution of the
present study lies.

'This study is an attempt to find; total endowment of
household assets, most popular livelihood strategies
and to quantify the role of household assets in
adoption of those livelihood strategies in district
Bhimber of Azad Jammu and Kashmir (AJ&K).
It turned out that district is best endowed with
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physical and human capital, foreign remittance is the
most popular livelihood strategy and adoption of a
particular livelihood strategy critically depends upon
households’ assets endowment.

Theoretical framework

SLF has been selected as theoretical framework
for present study. It is drawn in Figure 1. This
framework demonstrates that livelihoods are the
result of manifold interaction of different factors that
affect people’s choice of livelihood. SLF shows that
livelihood strategy adopted and choice of livelihood
strategies depends on households’ endowment of
livelihood assets in a given structure of institution and
vulnerability context.

Sustainable livelihoods framework

Key

H = Human Capital S = Social Capital
N = Natural Capital P = Physical Capital
F = Financial Capital
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Figure 1: Sustainable livelihoods framework.
Source: Sustainable livelihoods framework, DFID, (2000).

On the core of SLF lie assets pentagon. This pentagon
divides assets into five types; human capital, social capital,
physical capital, financial capital and natural capital.
These interlinked five types of capitals are fundamental
determinants of livelihood strategies. (DFID, 2000).

Human capital in pentagon includes quantity as well
as quality of human capital owned by household.
Quantity is normally measured in form of total
workers available to household while quality is
measured by level of education, skill attained and
good health of household members. Household with
better quality of human capital can benefit from high
paying livelihood strategies (Rakodi, 1999).

Natural capital is the gift of nature. It includes land,
forests, biodiversity, wildlife, rivers etc. (Hawken
et al., 1999). Without the use of natural capital, no
production process whatsoever can ever be carried out.

Physical capital on the other hand consists of
manmade products necessary for production of
other goods. Bridges, roads, irrigation canals and

shelter etc. are examples of physical capital. Better
infrastructural facilities enable households to diversify
their livelihood strategies and to get engaged in high
paying livelihood strategies (Scoones, 2000).

Financial capital may include availability of credit,
saving and cash etc. (DFID, 2000). For rural
population; presence of financial institutions and
livestock are two very important financial assets.
Ownership of livestock acts as safety net for rural
population and can be used when any adverse shock
takes place.

Social capital includes norms and networks of mutual
benefit and relationships of trust (Putnam, 1993).
It includes networks, family, voluntary associations

(Ballet et al., 2007).

Another core term in SLF is, “livelihood strategies”.
Livelihood strategies include: productive, reproductive
and investment activities (DFID, 2000). Livelihood
strategies are activities which households are engaged

in for living or survival (Ellis, 2000).

Significance of the study

Azad Jammu and Kashmir is an internationally
recognized as a disputed territory, the masses living in
this region are supposed to be living under vulnerable
conditions physically and socially. This uncertain
living situation has forced many households to
migrate to different other cities of the country as
well. This makes this area an interesting case to study
the livelihoods and its determinants because these
may be different than the other parts of the country.
Numerous studies have been conducted focusing
on other parts of Pakistan which address our stated
objective (Jan et al., 2012; Israr and Khan, 2010; Israr,
2010; Khan,2007; Shah et al.,2005) but no such study
exists based on livelihood conditions of the people
in AJ&K. This is a pioneering study, which utilizes
innovative assets pentagon methodology, principal
component analysis and multinomial logit model
to study livelihood situation and strategies of the
people of district Bhimber of AJ&K. This will enable
the policy makers to compare this situation with
other parts of AJ&K and to better target the local
needs and prioritize their development policies. This
study would also offer many entry points for future
researchers who would intend to study the topics like
use of natural resources, vulnerability and resilience,

human and social capital in AJ&K.
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Table 1: Definition used for different livelibood assets.

Capital
Natural
Capital

Physical
Capital

Human

Capital

Variable
1. Access to Forest Resources:

i) Fodder Sources
ii) Fuel Wood

2. Production from Land

3.Total Trees Owned

House Structure:
i) Quality of Wall
ii) Quality of Roof
ii1) Quality of Floor
2.Type of Latrine
3. Household Items:
i) Fan
ii) Water Motor
4.'Transportation:
i) Bicycle
ii) Rickshaw
iii) Motor Bike
5. Distance to Nearest Mar-
ket(k.m)
1. Household Size

2. Number of Working Mem-
bers

3. Household Head Education

4. Highest Education of any
Household Member

Type of Variable

Binary
(1=Yes, 0=No)

Binary
(1=Yes, 0=No)

Scale

Binary
(1=Pakka, 0=Katcha)

Binary(1=Indoor, 0=Open)
Binary
(1=Yes, 0=No)

Binary
(1=Yes, 0=No)

Scale

Scale
Scale

Ordinal

(0= No Class, 1=Primary Pass,

2=Middle Pass,
3= Matric Pass,4=FA and

above)

Ordinal

(0= No Class, 1=Primary Pass,

2=Middle Pass,
3= Matric Pass, 4=FA and

Usage in Literature

Zhong et al. (2015); Israr and Khan (2010) and
Steimann (2005)

Zhong et al. (2015); Xu et al. (2015); Israr and Khan
(2010); Ansoms and Mckay (2010); Steimann (2005)

Authors’ own contribution

Zhong et al. (2015); Ansoms and Mckay (2010);
Steimann (2005); Jakobsen (2012)

Jakobsen (2012); Ansoms and Mckay (2010)
Jakobsen (2012)

Jakobsen (2012); Ansoms and Mckay (2010) and
Steimann (2005)

Xu et al. (2015) and Erenstein (2011)

Xu et al. (2015) and Steimann (2005)
Xu et al. (2015)

Xu et al. (2015)

Xu et al. (2015) and Ansoms and Mckay (2010)

Xu et al. (2015) and Ansoms and Mckay (2010)
Chowdhury (2015) and Steimann (2005)
Erenstein (2011) and Steimann (2005)

Zhong et al. (2015) and Steimann (2005)
Erenstein (2011) and Israr and Khan (2010)

Erenstein (2011)

questionnaire in field interviews.

above)
5. Age of Household Head Scale
(Years)
Social 1. Information Through Media Binary
Capital viaTV or Radio (1=Yes, 0=No)
2. Presence of NGO/CBO Binary
(1=Yes, 0=No)
Financial 1. Number of Income Sources Scale
Capital 5 Total Live Stock Units Scale
(TLU) {1 LU= 1 Goat/Sheep
,5 Goats/ Sheeps= 1 Cattle and
10 Goats/ Sheeps =1 buffalo}
3. Poultry Units(1 PU=1 Hen/ Scale
Duck)
Materials and Methods
Data

Present study was conducted by collecting primary
data from 310 households using pre-tested structured

Calculating endowment of livelibood assets

To identify the endowment and accessibility of
different livelihoods assets; asset indices are made
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by using different definitions given in literature as
presented in Table 1.

We need to devise some way to aggregate assets in
each type of capital. Some studies have done simple
addition of assets (Case et al., 2004). It is not a very
popular approach as in this case all assets get equal
weights. Two simple ways to give different weight
to different assets are; using prices of assets as their
weights (Bollen et al., 2001) and calculating inverse
of ratio of households who own an asset to the
households who don’t own it (IMorris et al., 2000).
Other popular ways are using multivariate statistical
techniques such as; the use of Principal Component
Analysis (PCA) (Labonne et al., 2007; McKenzie,
2005; Filmer and Pritchett, 2001), Factor Analysis
(Barrett et al., 2006) and Multiple Correspondence
Analysis (MCA). PCA and Factor Analysis though,
are based on different mathematical formulations
they mostly give similar results (Filmer and Scott,
2008). MCA is believed to be more appropriate to
use when variables in model are categorical (Booysen
et al., 2005). There are number of other advanced
techniques. For example; Multiple Indicator Multiple
Cause (MIMIC) (Montgomery and Hewett, 2005),
Hierarchical Ordered Probit (DIHOPIT) (Ferguson
et al., 2003) and Item Response Theory (Mukherjee,
2006).

PCA has been preferred over all above mentioned
techniques in literature to construct asset indices
(Labonne et al., 2007; McKenzie, 2005; Filmer and
Pritchett, 2001). In the purview of discussions in
literature, nature of the data and scope of the study:
PCA has been selected for present study.

PCA creates components in such a way that these
components are uncorrelated to each other from
the variables that are correlated with each other. It
is user’s choice to decide the number of components
to be used in study. It is believed that first principle
measures economic status (Houweling et al., 2003).

Studying most popular livelihood strategies

To explore the most commonly adopted livelihood
strategies in district Bhimber; all income sources of
households are grouped into five mutually exclusive
livelihood strategies as defined in table 2.2. Such
grouping of large number of income sources into few

broader categories is common in literature (Irfan et
al., 2013; Jan et al., 2012; Khan, 2007).

Assessing role of livelihood assets in adopting livelibood
strategies

To quantifying the role of livelihood assets in adopting
livelihood strategies by households, multinomial logit
model is used. Multinomial logit model is widely
used to examine the determinants of livelihood
strategies (Jan et al., 2012; Nasir, 2005; Amelie and
Zimmermann, 2004). Probit Model has also been
used in such studies but it is less popular because of
computational issues (Greene, 2003).

For each livelihood strategy coefficients 6, can be
estimated using multinomial logit model as:

oOmXi
P)‘Ob(_\-' o mlx) o W
wherem=1,2,....5 ..(3)

Informal sector’s employment will be used as reference
category by setting 0,=0. So, coefficients left 0 define
change compared to informal sector’s employment.

'The probabilities will therefore be:

O X;

Prob(y = m|y) = - (4)

1+ 2525 oo

and
1

1+ 25 ednk

Prob(y=1) =

.. (5)

Where;

Prob= Probability of a livelihood strategy; 7 = Asset
indices of households; 7 = five livelihood strategies;
X= Vector of exogenous variables which effect
decision of entering into a livelihood strategy.

Maximum likelihood method is used to estimate
multinomial logit model and above probabilities will
enter into the likelihood function (Greene, 2003).

Results and Discussion

Livelihood assets endowment: Descriptive analysis
Descriptive statistics on various dimensions of asset
pentagon are presented in Table 3.

Table 3 shows in every Tehsil people have huge
dependence on natural capital though degree of
dependence in different tehsils is different. These
results are in confirmation with the results of Zhong et

al.(2015).Khan (2012) and Ansom and Mckay (2010).
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Table 2: Definitions of livelihood strategies.

St.No Livelihood Strategy Definition

01 Foreign Remittance
02 Business

03 Urban Remittance
04 Formal Sector

05 Informal Sector

Where: HH: Household.

Table 3: S ummery statistics on Various assets.

Foreign remittance is the main source of HH income

Self-employment in business and trade is the main source of HH income
Remittance from other cities of own country is the main source of HH income
Private or govt. regulated sector’s employment is the main source of HH income

Main source of HH income is other than above mentioned four categories

Capital Variable Tehsil Barnala Tehsil Tehsil Overall
Bhimber Samahni District
Mean SD Mean SD Mean SD Mean SD
Natural 1. Access to Forest Resources:
Capital i) Fodder Sources 0.33 0.05 031 0.05 0.68 0.04 0.45 0.03
i) Fuel Wood 0.94 0.02 0.60 0.05 097 0.02 0.85 0.02
2. Production from Land 0.82 0.04 0.54 0.05 0.99 0.01 0.80 0.02
3.Total Trees Owned 1462 111 699 1.09 15.63 0.72 12.74 0.60
Physical House Structure:
Capital i) Quality of Wall 0.42 0.05 093 0.03 0.70 0.04 0.67 0.03
i) Quality of Roof 0.38 0.05 0.88 0.03 0.63 0.05 0.61 0.03
iii) Quality of Floor 0.55 0.05 095 0.02 0.71 0.04 0.72 0.03
2. Type of Latrine 0.64 0.05 0.98 0.02 096 0.02 0.85 0.02
3. Household Items:
i) Fan 0.87 0.03 0.96 0.02 097 0.02 093 0.01
ii) Motor 0.17 0.04 0.56 0.05 0.44 0.05 0.38 0.03
4. Transportation:
i) Bicycle 0.15 0.03 0.13 0.04 0.01 0.01 0.09 0.02
ii) Rickshaw 0.09 0.03 0.00 0.00 0.00 0.00 0.03 0.01
iii) Motor Bike 0.53 0.05 0.53 0.05 0.39 0.05 0.48 0.03
5. Distance to Nearest Market(k.m) 1090 0.56 4.40 0.43 11.67 059 9.27 0.36
Human 1. Household Size 6.69 0.19 589 0.19 7.04 0.30 6.58 0.14
Capital 2. Number of Working Members 1.59 0.09 195 0.13 2.02 0.13 1.85 0.07
3. Household Head Education 1.57 0.10 236 0.13 191 0.14 192 0.07
4. Highest Education of any Household Member 2.56 0.10 3.41 0.09 2.80 0.11 2.89 0.06
5. Age of Household Head (Years) 45.54 1.33 50.05 1.32 48.01 1.26 47.74 0.76
Social 1. Information Through Media via TV or Radio 0.69 0.04 0.82 0.04 095 0.02 0.82 0.02
Capital 2. Presence of NGO/CBO 000 0.00 019 004 002 001 0.06 0.01
Financial 1. Number of Income Sources 2.59 0.10 241 0.12 2.51 0.07 2.51 0.06
Capital 2. Total Live Stock Units (ELU) 11.60 094 10.08 138 14.95 1.01 1234 0.64
3. Poultry Units 2.74 030 1.69 0.35 3.03 0.38 2.54 0.20

Note: Author’s own calculations based on Surveyed data.

In total 45 percent of households use forest resources
to feed their livestock and 85 percent of them use
forest as fuel wood. 80 percent of the households use
land for agriculture, mainly for own consumption. This
huge dependence on natural resources, particularly on
forests, can be unsustainable and must be addressed
properly. This can be done by the raising awareness
about the possible ill effects of deforestation and

at the same time anti deforestation laws must be
implemented in letter and spirit.

According to Jakobsen (2012), Erenstein (2011)
and Filmer and Pritchett (2001), physical capital is
the most important type of capital to determine the
socio-economic status. Our findings show households
in study area are having good quality of housing. 61%
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of households own a house having concrete (Pakka)
roof, 67% are having concrete (Pakka) walls and 72%
of them are having cemented (Pakka) floor. Average
distance to nearest market in study area is less than
10 kilometers, which shows good achievement of
location capital.

Results on human capital show that average household
size in study area is 6.58 persons. This is close to the

national average of Pakistan, 6.80 (Rehman et al., 2008).

On social capital front of connectivity to outside
world, 82 percent of household’s own televisions. It
implies well social, economic and political awareness
of households. But performance on the other indicator
of social capital is very poor.

On financial capital dimension, results show on the
average households in study area have about two and
half income sources as depicted in the Table 3 above.

Livelihood assets endowment: Livelihood assets indices

Table 4 shows weights or factor scores for each variable
generated through PCA. Indicators of physical capital
and human capital got the highest weights. Which
means that these are the most important determinants
of socio-economic status. Jakobsen (2012), Erenstein

(2011) and Filmer and Pritchett (2001) had also

found results similar to it.

Distance to market is found to have the lowest
weight and that too with negative sign. Which
means increase in distance to market lowers socio-
economic status of households. It is because closeness
to markets broadens income generating opportunities
for households as well as it enhances access to
different public extension services thereby helping to
raise socio-economic status. Since it is common to
own motor bike in surveyed households, it has got
low weight. Owning of rickshaw was found to have
negative weight. Which means owning rickshaw is a
sign of poverty. McKenzie (2005) and Houweling et
al. (2003) have also found negative weights for some

fixed assets.

Factor loadings attained by PCA indicate that all
assets included in natural and financial capital carry
negative weights. This is because indicators included
in both of these capitals are having rural contents
and rural households are less well-off compared to
households living in towns. Negative weights of

natural capital indicators imply poor will hit hard by
environmental hazards as they are more dependent
on nature.

Table 4: We: ohts of assets generated through PCA.

Capital Variable Mean
Natural 1. Access to Forest Resources:
capital i) Fodder Sources -0.2600
ii) Fuel Wood -0.4726
2. Production from Land -0.3909
3. Total Trees Owned -0.2550
Physical House Structure:
capital i) Quality of Wall 0.8172
ii) Quality of Roof 0.8188
iii) Quality of Floor 0.7329
2. Type of Latrine 0.5143
3. Household Items: 0.1063
i) Fan 0.4730
ii) Motor
4.'Transportation: 0.1605
i) Bicycle -0.0946
ii) Rickshaw 0.2304
iii) Motor Bike
5. Distance to Nearest Market(K.M) -0.5665
Human 1. Household Size -0.1715
capital 2. Number of Working Members 0.1057
3. Household Head Education 0.5219
4. Highest Education of any Household 0.5880
Member
5. Age of Household Head (Years) 0.0003
Social 1. Information Through Media via TV~ 0.1739
capital or Radio
2. Presence of NGO/CBO 0.2852
Financial 1.Number of Income Sources -0.1698
capital 5 Total Live Stock Units (TLU) -0.2998
3. Poultry Units -0.2101

Source: Authors’ own calculation from survey data.

Figure 2 is drawn to make inter tehsil comparison in
all dimensions of assets endowment.

Natural Capital
1.00
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It can be seen that tehseel Bhimber has outperformed
other two tehsils in the dimensions of Physical
capital, Social Capital and Human capital (its
pentagon is bulged out than other pentagons on these
dimensions). Tehsil Smahni has outperformed other
two in Natural and Financial Capital dimensions.
While tehsil Barnala has not outperformed other
two in any dimension. That is why asset pentagon of
Barnala lie inside the other two pentagons.

Samahni is the best endowed tehsil with Natural
Capital with a score of 0.44 against the score of
0.40 and 0.21 for Barnala and Bhimber respectively.
Bhimber is best endowed with Physical capital with
a score of 0.83. Scores of 0.53 and 0.56 of Physical
Capital for Barnala and Samahni show that they have
almost similar level of physical capital endowment.
Tehsil Bhimber has performed better than other two
tehsils by a fair margin on human capital dimension
as well with the score of 0.69 against 0.52 and 0.57
for Barnala and Samahni respectively. Bhimber has
performed best on social capital dimension of asset
pentagon as well with the score of 0.43. While
Barnala scored least with the score of 0.26. It is
primarily because NGOs/CBOs are not working in
any tehsil other than Bhimber. On financial capital
dimension Samahni has performed best while
Bhimber has performed worst. This is because of
the fact that livestock is the important indicator of
financial capital and Samahni is better able to support
it as it is best endowed with natural capital. It can use
forest resources as fodder. These results again confirm
the primary importance of physical capital in raising
the standards of living of rural people. Tehsil Bhimber
which hosts district headquarters (thereby having
better location capital) is better endowed with other
types of livelihood assets as well. It can be deduced
from the above findings, that there is need of generous
reshuffling of resources across tehsils to make them
comparatively better off in their respective deficient
areas.

Descri])iiw ana/yxz's af livelihood strategies
This section will present discussion on the most
popular livelihood strategies. This is presented in

Figure 3.

'The extension and contraction of pentagons at different
frontiers show the diversity of livelihood strategies
adopted by households of study area. Although

popularity of different livelihood strategies varies in

different tehsils yet foreign remittance remains almost
the most popularlivelihood strategyin all tehsils. Other
than this, livelihood strategies in different tehsils are
widely different in their popularity. Business is the
most popular livelihood strategy in tehsil Bhimber
but the same is least popular in tehsil. Formal sector
employment is a very popular livelihood stragtegy
in Bhimber where 24.2 percent of households are
engaged with. But it is least popular livelihood strategy
in Barnala where only 12.7 percent of households are
engaged in it. Similarly, informal sector employment
is the most popular livelihood strategy in Barnala but
it is second least popular livelihood strategy both in
Bhimber and Samahni. Urban remittance is one of the
most popular livelihood strategy in Samahni while it
is least popular livelihood strategy in Bhimber.

Foreign Remittance
40.00%

30.00% /.

20;0@%‘
Informal Sector £ 1000% Business o—Barnala
£0.00% Samahni
L) Bhimber

Formal Sector “Urban Remittance

Figure 3: Livelibood strategies’ pentagon: Tebsils’ comparison.

Difterent livelihood strategies earn very different
rewards. For example, foreign remittance is a much
more rewarding strategy than employment in
informal sector. Huge variation in adoption rate of
different livelihood strategies in different parts of the
study area is the indicative of difference in intra region
standards of livings. This finding requires the targeted
intervention of policy makers in different regions
so as to equalize the living conditions of masses in
different regions.

A multinomial logit analysis

This section quantifies the role of livelihood assets
in adoption of livelihood strategies by households
using Multinomial Logistic Regression. Results
of multinomial logistic regression are presented in
Tables 5 and 6. Chi-Square results show that model

is significant

Foreign remittance

Results of multinomial logit regression in Table 6
show that adoption of foreign remittance compared
to informal sector employment is positively and
significantly affected by the endowment of human
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Table 5: Overall model fitting information and LR test.

Model Model Fitting Criteria Likelihood Ratio Tests

-2 Log Likelihood Chi-Square Df Sig.
Intercept Only 972.056
Final 907.073 64.982 24 0.000
Effect -2 Log likelihood of reduced model Chi-Square df P-Value
Intercept 915.461 8.388 4 0.078
NCI (Natural Capital Index) 908.971 1.897 4 0.755
PCI (Physical Capital Index) 913.081 6.007 4 0.199
HCI (Human Capital Index) 918.546 11.473 4 0.022
SCI (Social Capital Index) 931.791 24.717 4 0.000
FCI ( Financial Capital Index) 918.59 11.516 4 0.021
D1 (Dummy for tehsil Bhimber) 916.263 9.19 4 0.057

Source: Authors’ own calculation from survey data.

Table 6: Multinomial logit regression.

Livelihood Strat-  Variable Co-efficient Analysis Odd Ratio Analysis
egy Co-efficent Std. error Sig. Odd ratios Std. error Sig.
Foreign remittance Intercept -1.287* 0.747 0.085 0.276* 0.747 0.085
NCI 0.778 0.754 0.302 2.177 0.754 0.302
PCI -0.837 0.872 0.337 0.433 0.872 0.337
HCI 2.351* 0.962 0.014 10.501* 0.962 0.014
SCI 1.886™ 1.027 0.066 6.591* 1.027 0.066
FCI -0.356 0.661 0.590 0.701 0.661 0.590
D1 -0.122 0.477 0.798 0.885 0.477 0.798
Business Intercept -2.523* 0.925 0.006 0.08* 0.925 0.006
NCI 0.033 0.893 0.970 1.034 0.893 0.970
PCI -0.701 1.02 0.492 0.496 1.02 0.492
HCI 1.333 1.096 0.224 3.791 1.096 0.224
SCI 4.597%* 1.228 0.000 99.166** 1.228 0.000
FCI 0.609 0.724 0.401 1.838 0.724 0.401
D1 0.367 0.542 0.499 1.443 0.542 0.499
Urban remittance  Intercept -1.713* 0.975 0.079 0.18* 0.975 0.079
NCI 0.888 1.033 0.390 2.429 1.033 0.390
PCI -2.365™ 1.098 0.031 0.094* 1.098 0.031
HCI 2.658** 1.213 0.028 14.271* 1.213 0.028
SCI 4.688* 1.486 0.002 108.631*** 1.486 0.002
FCI -2.473* 1.043 0.018 0.084** 1.043 0.018
D1 -1.441* 0.781 0.065 0.237** 0.781 0.065
Formal sector Intercept -1.275 0.833 0.126 0.279 0.833 0.126
NCI 0.717 0.839 0.392 2.049 0.839 0.392
PCI -1.726* 0.983 0.079 0.178* 0.983 0.079
HCI 3.273%* 1.099 0.003 26.381* 1.099 0.003
SCI 0.593 1.099 0.589 1.81 1.099 0.589
FCI -1.125 0.769 0.144 0.325 0.769 0.144
D1 0.59 0.519 0.256 1.803 0.519 0.256
Source: Authors’ own calculation from survey data; Informal sector is reference category Pseudo R-Square: Cox and Snell, 0.189; Nagelkerke, 0.19
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and social capital. Analysis of odds ratios show that
compared to adopting informal sector employment
odds for going abroad for work increase about ten
and half times with a unit increase in human capital
index. Odds for going abroad for work compared to
adopting informal sector employment also increase by
six and half times with a unit increase in social capital
index.

It means that increase in human capital and social
capital helps households to adopt more rewarding
foreign remittance as livelihood strategy compared
to less rewarding informal sector’s employment. This
result stresses the need of human capital buildup as
well as development of social connections and presence
of NGOs and CBOs. Because this takes individuals
out from low paid informal sector and enables them
to pursue job abroad with better earnings. Our earlier
results indicated although district has performed
comparatively well on human capital dimension but
both tehsil Samahni and Barnala lag behind the
district average. Hence human capital build-up must
have particular focus in these two tehsils.

Business

Results of multinomial regression show that
while deciding between adopting informal sector
employment as livelihood strategy and establishing
own business only social capital among the capital
pentagon plays significant role. Odds of adopting
business compared to the adoption of informal sector
employment as livelihood strategy increase by ninety-
nine times with a unit increase in social capital. Such
a huge impact of social capital on adoption of business
would probably be because it is tehsil Bhimber
which has highest level of social capital (largely
because of presence of NGOs/CBOs) and business
is most popular livelihood strategy in tehsil Bhimber.
Bhimber being a town, gives residents of this tehsil
ample opportunities to set up their own business
compared to getting engaged in low earning informal
sector employment.

Urban remittance

Regarding adoption of urban remittance compared
to the adoption of informal sector employment
multinomial regression results suggest that physical
capital has negative impact. It means households
having better physical capital prefer to get engaged
in low paid informal sector employment instead
of leaving their houses and going to other cities

for the job. And those who are less endowed with
physical capital are forced to go out to other cities
tor work. Human capital plays positive role to adopt
urban remittance as livelihood strategy compared to
informal sector employment. Odds of adopting urban
remittance as livelihood strategy compared to informal
sector employment increases by fourteen times with a
unit increase in human capital. Hence, here again, it is
tound that human capital plays positive role in lifting
up socio-economic status of household by enabling
them to adopt more remunerative livelihood strategy
compared with less remunerative informal sector
employment. Irfan et al., (2013), Jan et al. (2012),
Nasir (2005) and Parida and Madheswaran (2011),
also found positive impact of human capital on the
adoption of urban remittance. Social capital too has
positive impact on adoption of urban remittance
compared to informal sector employment. Chances
of adoption of urban remittance as compared to
employment in informal sector as a livelihood strategy
decreases with increase in financial capital. Odds of
adopting urban remittance compared to informal
sector’s employment reduced by almost ninety-two
percent with a unit increase in financial capital. It
is because financial capital mainly includes livestock
and rearing of livestock requires staying near homes as
their looking after becomes difficult when household
members would migrate to cities. Hence, chances of
adopting urban remittance reduce with increase in
financial capital.

Being resident of tehsil Bhimber negatively eftects
adoption of urban remittance as livelihood strategy
compared with informal sector employment as
indicated by co-efficient of dummy for Bhimber. It
is probably because Bhimber, being district head
quarter, creates more employment opportunities for
its residents hence few people of this tehsil migrate to
other cities for work.

This indicates that lack of livelihood assets acts
as push factor for households to migrate to cities
for employment. So, in order to reduce the rate of
urbanization too (which is putting huge pressure
on civic facilities in cities) enhancement of rural
livelihood assets is required.

Formal sector employment

While choosing between formal sector’s employment
and informal sector’s employment only physical and
human capital were found to have significant effect.
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'This result was expected because education serves as
a pre-requisite for entering in both public and private
sector formal jobs. Similar results have been found
by Prasad et al. (2013), Irfan et al. (2013), Jan et al.
(2012), Ansoms and Mckay (2010) and Nasir (2005).
Yet again we have found the life transformative role
of human capital for the rural households in the sense
that it enables households moving out to stable formal
sector employment from low paid informal sector’s
employment.

Conclusions and Recommendations

'This study have utilized DFID framework to study
the endowment of livelihood assets, these assets were
divided into five categories (natural capital, physical
capital, human capital, social capital and financial
capital), known as capital pentagon. To study the
most popular livelihood strategies, five categories of
livelihood strategies were made. And role of livelihood
assets in adoption of difterent livelihood strategies
was assessed using multinomial logit model.

We conclude that asset endowment in abnormal
conditions (living in border areas where frequent
firing incidences took place and uncertainty prevails)
has best performed on the dimensions of physical and
human capital and it has poorly performed on social
capital dimension.

Furthermore, it is found that foreign remittance is
most frequently adopted livelihood strategy under
uncertainty and abnormal conditions. It is almost
equally popular in all tehsils. Other than this, adoption
of livelihood strategies is quite diverse in different
tehsils.

Another conclusion drawn from study is that natural
capital doesn’t play significant role in adoption of
any livelihood strategy in study area while human
capital plays significantly positive role in adoption
of any livelihood strategy compared to informal
sectors’ employment. This is because natural capital is
primarily concerned with agriculture and study area
was non-agricultural and result on human capital is
in confirmation with human capital theory which
predicts positive impact of human capital on earning.

Based on the results of the study following policy
suggestions are being made;
*  Huge money remitted from abroad is mainly being

used for consumption purposes and in building
big houses. There is need to devise policies which
may encourage households to invest this money
in other productive activities. This will not only
enhance household income but will also reduce
unemployment rate in the region.

*  Human capital has been found to positive affect
households to shift from low rewarding informal
sector employment to more rewarding livelihood
strategies. So, investment in human capital be
increased. Particularly, job skills improvement
programs should be introduced in rural areas to
enable poor to participate in economically more
rewarding activities.

Novelty Statement

Azad Jammu and Kashmir is an internationally rec-
ognized as a disputed territory, this makes this area an
interesting case to study the livelihoods and its deter-
minants because these may be different than the other
parts of the country.
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