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Key messages
•

Farmers who believe that life events (such as their yield) can be influenced by their
own individual actions are more likely to adopt agricultural technologies.

•

Policies aiming to improve rural households’ non-cognitive skills can boost agricultural
investment in new technologies.

•

Combining policy interventions that address both external and internal constraints
can help improve the agricultural investment decisions of poor households, e.g. by
providing (un)conditional cash transfers and specific skill trainings.
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Data and methodology
This study uses two datasets, each covering the period from 2011 to 2013. The first is from a survey
evaluating Ethiopia’s Agricultural Growth Program and covers 7,500 farm households over two rounds
(2011 and 2013). This dataset includes detailed information on household characteristics and access to and
use of agricultural inputs; it also includes self-reported information on farmers’ locus of control. The second
dataset is from a randomized control trial evaluating the demand for weather-index crop insurance in
Ethiopia and covers 2,300 rural households across 110 villages. This dataset includes rich information on
demographic and socioeconomic characteristics for 2011 (baseline), 2012 (midline) and 2013 (endline).
This study analyzes the two datasets to investigate the impact of locus of control on farmers’ actual
technology adoption (chemical fertilizers, improved seeds, and irrigation) and their hypothetical demand
for new agricultural technology. A contextualized list of ten questions allowed the research team to measure
the degree of farmers’ perceived control over their life events. Alternative econometric approaches were
then employed to analyze the farmers’ locus of control.
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crucial role in reducing poverty. Conversely, low
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skills may perpetuate poverty by discouraging
agricultural investments.
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Implications for policy
The results of this study suggest that policies aiming to improve rural households’ non-cognitive skills
can boost agricultural investment in new technologies.
Combining the results associated with the impact of farmers’ locus of control and those of external
constraints (e.g. access to credit) highlights the need for more integrated policies to improve
agricultural investments as no single intervention may alleviate all types of poverty trap. This is
particularly the case for rural households suffering from external frictions and internal constraints.
Consequently, combining policy interventions that address both external and internal constraints can
help improve the agricultural investment decisions of poor households and produce higher returns
than if the policies were to be applied independently. Examples of combining policy interventions could
mean relaxing credit constraints or providing (un)conditional cash transfers, while also providing specific
skill trainings.
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