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Rural livelihood diversification: a solution for poverty in the post-Soviet rural Baltic states?
Abstract

This article analyses rural livelihood diversification through a longitudinal follow-up survey, that targets former
collective farm workers in Estonia, Latvia and Lithuania. It argues, that between 1995 and 2010 the former
collective farm workers employed three distinct livelihood diversification strategies in order to create their living.
A wage-based livelihood diversification strategy, which does not include any agricultural practices, was more
common among the better-off households. A farm-based livelihood diversification strategy, which does not rely
on salaries, was more often employed by the poor. A mixed strategy, that combines both wage income and farm
activities, was used by both better-off (above the poverty line) and poor households (below the poverty line). The
paper also finds that livelihood diversification and poverty among the researched households have country specific

patterns, which coincide with the general rural development in Baltic states.
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Introduction

The discussion about rural development in the Baltics is mostly related to the farmers and their agricultural
holdings. It is rather one-sided, considering that the rural population reaches up to one third of the total population
in Estonia, Latvia and Lithuania and less than nine percent of the population is employed within the agricultural
sector (ENRD 2015a; 2015b; 2015c). Quite many of traditionally rural livelihood activities have no monetary
value (like farming for their own consumption, gathering natural resources and barter work), therefore the majority
of the rural population must seek for other livelihood sources. Consequently, the topics of diversification and
alternative livelihood sources are of great importance for the sustainable development of the rural Baltics.

The few studies, which are carried out on rural diversification in the Baltics, focus either on household income
diversity (Bezemer, Dirk J. et al. 2003), or most recently, on agricultural and enterprise diversification (Herslund
2007; Jirgena 2008; KSivickiené and RibaSauskiené 2007; Liscova et al. 2011) and do not offer a comprehensive
analysis on the rural livelihood portfolios and especially their changes over time. Previous studies were also mostly
based on the concept of a farming household and excluded a large part of the non-farming rural households.
Against this background, we want to contribute to the discussion on diversification by analysing rural livelihoods
of the former collective farm workers. Our analysis includes both farming and non-farming households, which

could generate more comprehensive insights into on rural development.



The focus of this article is on the rural Baltics. When compared to other post-Soviet countries, the rural areas in
the Baltic countries are much smaller in size, economically less differentiated and more dependent on private
farming, setting them clearly apart from other post-Soviet states. Estonia, Latvia and Lithuania also chose a clearly
different path in agrarian reforms, opting for land restitution following a strict top-down principle (Alanen 2004).
While most of the agrarian reforms in the CIS countries were aimed to maintain large farms, land restitution in
the Baltics resulted in land fragmentation, small-scale farming and constituted a new socio-economic structure
(Hartvigsen 2013; Wegren 2005; Zakeviciate 2016). This empirical study is part of a wider longitudinal research
investigating the consequences of decollectivisation for Soviet farm workers in the Baltics. The study began in
the early 1990s and includes one kolkhoz from each Baltic country. Over a timescale of 20 years, a wealth of data
about people’s coping strategies and changes in rural livelihoods have been gathered, drawing on kolkhoz
archives, official documents, interviews with former kolkhoz workers and a survey conducted in 2010. This article
analyses rural livelihood diversification and its possible relation to poverty using data from a survey.

The majority of the former collective farm workers in our study stayed in the same region. Although their children
or grandchildren generally tended to move away, former collective farm workers still live in the same area either
with the families of their adult children or very often next to them in the same area. Therefore, the rural Baltics
can be described as a closely-knit network of relatives or family members of former kolkhoz workmates, who
were affected by the post-Soviet rural transformation or past choices of their parents. Since some of the initial
transitional failures still overshadow people’s lives, the fate and survival strategies of the former collective farm
workers are very important whilst evaluating the rural situation. By exploring how people constructed their
livelihoods in the past and how these choices associate with the changes of the standard of living over time, we
get a more comprehensive picture of the development trends that should be supported or avoided in the future.
Therefore, the aim of this study is to shed more light onto rural livelihood diversification on a micro scale.

The following research questions guided the analysis: what livelihood portfolios were characteristic for the former
collective farm workers in the researched areas? And how are these portfolios linked to the economic situation of
the former collective farm workers?

Itis proposed that after decollectivisation, former collective farm workers diversified their livelihoods using three
distinctive — wage-based, farm-based or mixed — strategies. These livelihood diversification strategies are related
to the economic situation of the rural households, since the better-off (above the poverty line) and poor households
(below the poverty line) have diversified in different ways. The wage-based livelihood diversification strategy is

more common among the better-off rural households, whilst farm-based livelihood diversification strategy is more



frequently adopted by the poor. This trend was similar in all three researched areas, although country specific
patters are also observed.

The paper is organised as follows. Firstly, it begins by identifying the basic concepts and setting a framework for
analysis. Next, an overview of the Baltic rural development trends is provided. Thereafter, the paper describes the
poverty profiles and livelihood portfolios of the researched kolkhoz workers and analyses the diversification of
the livelihood portfolios among the “better-off” and “poor” groups in the researched areas. The paper ends with a
discussion and concluding thoughts, which highlight key findings and delineate ideas about the further

development.

Rural livelihoods and diversification

For the most part, the rural livelihood framework is closely related to the analysis of the developing countries, but
is more sparsely used in the transition or developed states (Ellis 2000; Helmore and Singh 2001; Kinsella et al.
2000; Scoones 1998). By definition, the concept of livelihood indicates all the possible ways, both monetary and
non-monetary, in which people construct their living (Ellis 2000; Helmore and Singh 2001). It consists of
capabilities, assets and activities — through assets, namely human, physical, natural, and social capital, people are
able to engage into diverse livelihood activities and can create versatile livelinood portfolios (Ellis 2000; Scoones
1998). The focus of this article is on the livelihood activities.

The starting point of the rural livelihood analysis has most typically been a farming household (Btad 2014; Chaplin
et al. 2007; Davis, Junior R. and Bezemer 2003; Ellis 2000; Herslund 2007). It is assumed that when agriculture
cannot guarantee enough income for living, farming households turn to diverse portfolios of gainful activities to
maintain sustainable livelihoods. This process can stretch through several developmental stages, starting with the
shift away from monoculture to the activities beyond agriculture (Chaplin 2000). According to M. Btad (2014),
there are two most commonly used terms to describe this process — diversification and pluriactivity. The latter is
defined as all “agricultural and non-agricultural activities performed by farmers or members of a farm household”
(Btad 2014, 46). It is associated with the sources of income and is closely connected to the rural non-farm
economy. Diversification, on the other hand, is connected to the place of work — a farm on which different
agricultural activities are taking place (for example, produce different agricultural products) or agricultural and
other economic activities (for example, a non-agricultural businesses) are combined.

Although these terms underline slightly different aspects, in most of the cases they are used interchangeably.

Despite providing useful tools for the analysis of the rural economy, their usage also raises several theoretical and



practical problems. First and foremost, they do not include activities that are carried out outside the countryside.
Considering the fact that a large part of the rural population seeks employment in the urban areas (Hazans 2003a;
2003b), a substantial share of the rural livelihood sources should be excluded from the analysis. The biggest
problem, however, arises because of their focus on the farming household.

Most of the scholars of post-Soviet studies agree that rural diversification analysis in the post-Soviet countries
should go beyond a farm household model (Chaplin et al. 2004; Herslund 2007; Lerman et al. 2008). Firstly, the
majority of the rural population had income from both employment and agriculture throughout the Soviet period
(and quite often after it). They were never actually farm households when compared to the ones in the developing
or even developed countries. A large part of the agricultural produce in these households is for home consumption,
therefore they do not fit the traditional concept of a farming household. Besides, due to the complicated transition
period (restitution and privatisation of land and non-land production assets), the post-Soviet countries have much
more diverse agrarian structures, which do not fit the farm household model (Chaplin et al. 2004).

Secondly, livelihood diversification in a rural context is generally analysed through two closely intertwined
dimensions such as type (agricultural or non-agricultural) and place (on-farm and off-farm) of activity (Chaplin
2000; Davis, Junior and Pearce 2001; Herslund 2007; Lerman et al. 2008). Consequently, it implies two possible
routes for diversification — “farm diversification” with (different) agricultural and/or non-agricultural activities on
the farm and “employment diversification” consisting of the combination of various activities or jobs off the farm.
It is argued that employment diversification, or more precisely employment off the farm, is much more appropriate
for the rural diversification analysis in post-Soviet countries, since large parts of the rural population are neither
farming professionally, nor engage in agricultural employment (Chaplin et al. 2004; Herslund 2007; Lerman et
al. 2008). Additionally, “farm diversification” is promoted politically through the rural development programmes,
although “employment diversification” is more common in the post-Soviet countries, which implies its importance
for the rural population (Herslund 2007). Taking all this into consideration, in this article we propose using the
concept of livelihood diversification, which can be applied to both farming and non-farming households. The
analysis of livelihood diversification would include both monetary and non-monetary activities on and off the
farm and in or outside agriculture, as well as other non-earned income (social benefits, rent or dividends) of the
rural households.

Diversification is often considered as an important way to decrease rural poverty. In the post-Soviet context,
poverty alleviation could be realised through on-farm tourism practices, temporary migratory work (for example

seasonal or short-term work abroad) or commuting to urban areas (Bezemer, Dirk J. et al. 2003; Herslund 2007;



Macours and Swinnen 2008). Such practices increase the survival capabilities of the poorer households and,
consequently, have an “equalising effect on rural incomes” (Ellis 1998, 18; Bezemer, Dirk J. et al. 2003). By
engaging in various activities, usually outside rural areas, poor households get a possibility to exploit all their
assets and create more sustainable livelihood portfolios.

Nevertheless, the impact of diversification on rural income raises certain debates. As it is noted by D. Bezemer
and colleagues (2005), the combination of various activities does not necessary lead to an increase in livelihood,
whereas specialisation more reliably does so. Moreover, diversification is quite often a capital accumulation
choice for the better-off households, whereas it is seen as a necessity for the rural poor. Since diversification
requires certain skills and assets, wealthier households can engage into profitable activities to accumulate wealth,
while poorer households have to settle with labour-intense unprofitable activities, thus increasing rural inequality
(Herslund 2007). In addition, considering the unequal regional development in the post-Soviet countries, rural
households in the most poverty-stricken areas might often do not have the possibilities for diversification (Chaplin
et al. 2004). Therefore, it is important to keep in mind that diversification does not have an undisputable positive

effect on rural livelihoods.

The context of rural development in the Baltic states

Throughout the Soviet era, Estonia, Latvia, and Lithuania had very similar development patterns and were among
the high-achievers in the USSR (Alanen 2004; Lerman et al. 2004). Rapid, heavily idealised transitional reforms
without clear, consistent or long-term rural policies in the early 1990s, severely damaged rural areas, which
negatively affected the Baltic rural economy, undermined rural livelihoods and created a new socio-economic
structure (Alanen 2004; Zakevigiatée 2016). Although certain differences in the post-Soviet development can be
clearly seen at the micro level (Aidukaité 2013), the Baltic states display the “same periods or phases of
development, albeit with differences in timing” (Lauristin et al. 2011, 129).

Initially, the goal of the Baltic rural reforms was to create family farm based agricultural production, therefore
everybody in the countryside was encouraged to enter farming or to expand their agricultural activities (Alanen
2004). Consequently, the number of small-scale farms rapidly increased in all Baltic states, reaching its highest
peak in the beginning of 2000s when in Lithuania alone there were nearly 300,000 private farms. Most of these
farms, however, were technologically primitive, farming on household plots in very labour-intensive ways, which
does not fit the traditional notion of a farm household. Joining the EU can be considered as a starting point of a

new rural development period, which resulted in the decrease of both farms and people working in agriculture,



whilst the size of the agricultural holdings increased. Large-scale agricultural production has re-emerged and has
steadily increased in the Baltics, but is not able to absorb the workforce surplus in the countryside. The number
of agricultural holdings in the Baltics is still very high, farms are very small and neither competitive nor
productive, while the employment in agriculture is amongst the highest in the EU (ENRD 2015a; 2015b; 2015c;
European Commission 2015a; 2015b; 2015c).

Small-scale farming in the Baltics is closely related to poverty. Previous research revealed that among the rural
population, especially in Lithuania, farmers are more prone to poverty even after receiving EU support (Braziene
2008; KSivickiené 2006). The most vulnerable group consists of small or average-scale farmers, who were usually
pushed towards subsistence farming due to a lack of social and/or economic capital and scarce employment
opportunities in the area (Macours and Swinnen 2008; Zakevi¢iiité 2016). The number of people at risk of poverty
or social exclusion in the rural Baltics has always been lowest in Estonia — between 2005-2016 it was rather stable
at the 25-29% line (Eurostat 2018). On the other hand, in Latvia more than half of the rural population was at risk
of poverty in 2005 which with some fluctuations decreased to 35% in 2016. The Lithuanian percentage decreased
gradually over time, but it started increasing again since 2015, leaving the Lithuanian group to be the largest when
compared to the other two countries (37.6% in 2016). Recently, the gap between rural and urban poverty rates has
also diminished, especially in Estonia, but it still remains large compared to the old EU member states (European
Commission 2008). Moreover, the rural unemployment (15-23% in 2010) rates in the Baltics, with the slight
exception of Estonia, are also one of the highest among the EU countries.

The development of the rural Baltics is strongly influenced by other unfavourable demographical and socio-
economic factors. High mortality and migration rates lead to intense ageing and depopulation, which are most
prominent in Latvia (Pavuk 2014). The UN Population Division estimates that between 1990 and 2010, Latvia
lost 15.5%, Estonia - 14.4% and Lithuania 10.1% of its population (Berzins and Zvidrins 2011). The large gap in
life expectancy between women and men makes the demographic situation more problematic, as it results in a
predominantly female elderly population. Regional development and economic growth are furthermore affected
by low human and social capital, as well as a high prevalence of pessimism and isolation in the Baltic countryside
(Alanen 2004; Joiko et al. 2007; Sinnott and Koettl-Brodmann 2015).

With limited possibilities for non-agricultural employment in the countryside, the rural population is pushed
towards migration and commuting, especially to the capital areas (Hazans 2003b; Nugin 2014; Pocitité-Sereikiené
et al. 2014). Rural commuting in all three states is rather high, although over generally short-distance (up to 10-

20 km), since it is hindered by poor transport infrastructure and geographical remoteness (Biosca et al. 2013;



Hazans 2003a). Considering that most of the rural municipalities in the Baltics are under-developed (Kairyté and
Meyers 2010; Ministry of internal affairs 2005; Saktina and Meyers 2007), short distance commuting can be a
solution only for those rural areas that are close to large cities. Moreover, the lack of social capital, for example,
low level or specialised agricultural education, could prevent the rural population from finding employment in the
urban areas.

The integration of the Baltic States into the EU provided a new means of financial support for the rural economy.
Although the absorption of the EU rural development support was successful in the previous periods, only a small
part (about 10% in previous programs, up to 14-17% in the newest 2014-2020 period) of the development fund
was directed towards local development or rural communities (ENRD 2015a; 2015b; 2015c; Koloszko-
Chomentowska 2018; RibaSauskiené et al. 2007). Moreover, the positive effect of the EU support was mostly
experienced by the already financially stable agricultural holdings in economically strong regions, since previous
support programmes were “in favour of certain territories, sectors and entrepreneurs” (Saktina and Meyers, cited
from Pilvere 2007, 145). The ongoing 2014-2020 Rural Development programmes are also mostly directed
towards modernisation, competitiveness and innovation in the agricultural holdings, as well as ecosystems and
resource efficiency (ENRD 2015a; 2015b; 2015c). Rural diversification and non-agricultural business
development, as part of rural development and poverty reduction measures, are promoted in these programmes
too, but their main target is agricultural holdings and agricultural diversification. Since income diversification was
shown to be one of the ways of reducing poverty, it is suggested that farmers should include more non-agricultural
activities into their livelihood strategies (European Commission 2008; KS3ivickiené 2006).

Against this context, where Baltic rural development programmes are focussing on the strengthening of farming
units, we attempted to explore the broader rural livelihood profiles in the Baltics states in order to evaluate which

rural livelihood diversification portfolios could be useful for a more inclusive process of rural development.

Data and method

Research areas

This research is part of a longitudinal study, focusing on the fate of the former collective farm workers in the
Baltic countries. Since the early 1990s, three kolkhozes were selected and investigated in detail using various
research methods. These collective farms, one from each Baltic state, were typically average large-scale
production enterprises in the Baltic states. They were dairy farms located in peripheral south-eastern or eastern

areas, which had soil of below average quality and were typical in relation to the average size of farms in each



country. According to the official kolkhoz records, Estonian (436 members) and Latvian (406 members) collective
farms were similar in size, while Lithuanian farm was slightly smaller with 269 members®.

The researched collective farms were established in predominantly rural settlements, which are 10 to 20 kilometres
away from the municipality centre and about 50 kilometres away from the second largest town in Latvia and
Estonia, and about 70 kilometres away from the capital in Lithuania. The local parishes of the former kolkhozes
in Lithuania and Latvia are very similar in territory (65.65km? in Lithuania and 73.34 km? in Latvia) and
population (694 inhabitants in Latvia and 581 in Lithuania in 2010), and they are in the least developed rural
regions. About one third of the parish inhabitants previously worked in the local collective farms. In Estonia the
parish is significantly bigger in territory and population (2,658 inhabitants in 231.5 km?in 2010 data), therefore
statistical data should be compared with caution to the other two countries. Even so, the demographic, socio-
economic, agricultural, investment and land resource indicator scores of the former collective farm areas (on the
municipal level) in the time of the research were lower than average in all three countries (Kairyté and Meyers

2010; Ministry of internal affairs 2005; Saktina and Meyers 2007).

Data and analysis

The data for this paper was collected in 2010 using a survey? that inquired after former farm workers’ opinions
on the dissolution of collective farm as well as their coping strategies and civil activities. It also included questions
on household income and livelihood practices that are the focus of this article. The aim of the survey was to
complement a previous longitudinal quantitative study with the information directly obtained from the researched
population. The survey was conducted over four weeks in February-March.

The survey was intended to reach all workers of the former collective farms who were included into the original
kolkhoz lists in the early 1990s. Bearing in mind the time that has elapsed, many people were inaccessible (dead,
ailing, moved without record). Altogether, we were able to find 469 individuals from the original lists. However,
the focus of this article is on (1) households that (2) stayed in the rural area and (3) were still of the working age
at the time of research. Therefore, after carefully selecting and recoding the data, this article is based on the
information from 157 households (481 household members in total). This small number of households does not
allow for generalisations for the whole country or for all rural Baltics. However, it provides important indicative
micro-scale results on rural livelihood diversification and its changes over the period of 20 years which offer the

opportunity for the theoretical conceptualisation of post-soviet rural livelihoods.



The data in this study was collected using a questionnaire. It included questions on household type and size
(number of people, children, breadwinners), possession of land (in hectares) and income in 2009. Also, it inquired
after livelihood sources (activities that support the household’s livelihood, both monetary and non-monetary),
social income transfers, household’s economic problems, and an evaluation of the household’s standard of living
in two periods of time — in the first period from the privatisation of kolkhoz until 1995 (referred as 1995 in the
article) and the last years until 2009 (referred as 2009 in the article). Some of these variables were scaled or
converted into indices better suited to our analysis (see Appendix 1). The unit of analysis in this paper is a
household.

Poverty in this paper was measured using self-reported household’s equivalised disposable income (per capita) in
2010. In the article, we compare below the poverty line income to above the poverty line income households. The
poverty line (at risk-of-poverty threshold) for each Baltic country was based on the official statistics (Statistics
Estonia 2017; Statistics Latvia 2017; Statistics Lithuania 2017). In 2010, the at risk-of-poverty threshold in
Estonia was 279.90 euros, in Latvia — 209.75 euros and in Lithuania — 202 euros.

To start with, we used descriptive statistics, comparative statistics and variance tests to answer the question of
what livelihood portfolios were characteristic for the former collective farm workers in the researched areas as
well as how they changed over time. The livelihood sources were compared across two points of time using the
analysis of variance (one-way ANOVA) to test for the differences between the countries. Doing so we can estimate
the general livelihood diversification trends among the researched group.

Next, we distinguished between wage-based (diversifying household, with wage income and other sources,
farming excluded), farm-based (diversifying household, with farming activities and other sources, wage income
excluded) and mixed (diversifying household, combining both wage income, farming, and other sources)
livelihood diversification types. This new variable of diversification strategies was used as an independent
variable (factor) in the analysis of variance to test for differences between the groups. The variables presented in
the Appendix 1 were used as dependent variables. Finally, to evaluate how these strategies are linked to the
economic situation of the former collective farm workers, we assessed the livelihood portfolios of the poor (below
the poverty line) and compared them with the portfolios of the better-off (above the poverty line) households. The

analysis was performed using IBM SPSS 24 statistical program.

Diversification, livelihood sources, and poverty among the studied rural households

Poverty among former collective farm workers



More than 20 years after privatisation, the former collective farm workers are facing poverty. Out of all households
we managed to reach in 2010, more than one third were at-risk-of-poverty. Poverty was most widely spread in
Latvia where more than half of the households had an income below the poverty line. In the Estonian case we
found the lowest share of households below the poverty line, although it was still nearly 30%. Even though the
Latvian case had more people at-risk-of-poverty, income inequality was highest in Lithuania. Moreover, poverty
in Lithuania was much deeper — the lowest income quintile households received only 35.7% of the poverty line
income, as opposed to 53.4% in Latvia or 70.3% in Estonia.

Despite these differences, the researched households had many similarities in their poverty profiles. Like in other
societies, poverty in the researched areas depends on household size and its structure. Larger households were in
deeper poverty compared to single residents, parents with children were more often at risk of poverty when
compared to the households without children. Poor households encountered more economic problems and
received more social benefits, compared to the better-off households. Unexpectedly, however, also the highest
income quintile households in all three countries encountered substantial economic problems (two to three on
average). Considering that our research inquired about hardships in everyday life and not consumption of luxury
goods, this result among the well-off population is quite alarming. These households had problems paying for
clothing, health care, the education of children and even food, however, they did not have problems which could
increase social exclusion — most of them had a phone, computer and/or a car. The later problems were more
prominent among the poorest households, which not only indicates deprivation, but may also lead to further
isolation and poverty.

Overall, the results are very similar to the actual poverty trends in the countries and portray general poverty
patterns in the rural Baltics in the 2000s. We will now proceed to analyse livelihood diversification strategies in

our researched areas.

The diversification strategies and livelihood portfolios among studied households

The majority of the former collective farm workers in our researched areas used multiple activities in constructing
their livelihood and on average depended on at least two different activities (Table 1). As seen from the Table 1,
the rural livelihood portfolios most typically relied on wage income, farming (mostly for own consumption), social
benefits and the gathering of natural products. The large share of food that was self-grown and gathered among
our respondents supports the importance of non-monetary income in rural livelihoods. The results were similar in

all three countries, although the Latvian participants, when compared to Estonian and especially Lithuanian ones,
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had significantly more diversifying households in both periods of time. This coincides with the greater importance
of farming, whereas households, engaged into agricultural activities, had statistically more income sources (3.38
+ 0.88), when compared to the households without agricultural activities (1.62 + 1.02) as evidenced by one-way
ANOVA (F(1, 152) = 128.231, p = .000, n?=.458).

When comparing the rural livelihood portfolios of 1995 and 2009, it is clear that rural diversification is decreasing
(paired t test (2009-1995): mean difference = -.274, t = -3.220, df = 156, p < 0.01). The trend, which can be seen
in the Table 1, was observed in all three Baltic states, albeit with differences in intensity. Although the diversifying
households continue to have similar amounts of livelihood sources, their share among the researched population
decreases. This decrease is biggest in Lithuania and smallest in Estonia, with Latvia being in the middle. The
decrease of diversifying households could be partly treated as an effect of ageing. Nevertheless, the majority of
the households that had stopped the diversification practices started to rely solely on wages (72.2%), which could,
alternatively, mean that wage income has become a sufficient means of subsistence for these households. While
analysing our data, we reached the conclusion that it is more important how households diversify their livelihood,
instead of asking if they do so. Consequently, three different — wage-based, farming-based and mixed — livelihood
diversification strategies were identified to explain diversification differences among the researched households.
The first one, the wage-based strategy, describes those households that received wages from employment and had
other livelihood activities, but did not engage into agricultural practices at all. The second one, on the contrary,
would indicate farming activities without any wage income, while households using the last strategy would
combine both wage income and agricultural practices of some sort. Based on variance tests, these strategies vary
by the average amount of livelihood activities both in 1995 and 2009, the number of encountered economic
problems, evaluation of standard of living and income per capita (see Table 2). This result, with slight exceptions,
is similar in all three researched areas although it is not statistically significant in all instances.

As can be seen in Table 2, the mixed livelihood diversification strategy, which combined employment and
agricultural activities, was most common among the diversifying households in both 1995 and 2009.
Unfortunately, our research did not inquire about the reasons behind employing particular sources of livelihood;
therefore, we cannot estimate the importance of each livelihood activity for the household. However, it seems that
only a small part of households upholding mixed-strategy are traditional farming households, since most of them
produce for household consumption and only 13.7% engage in market-based agriculture.

The farm-based livelihood diversification strategy, on the other hand, indicates a more traditional farming

household — there is strong tendency towards an entrepreneurial income, barter work (work in exchange for
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services or products) and unofficial income (getting paid for work without registering employment), as well as
larger share of market-based agriculture (although only 17.1%). The wage-based livelihood diversification
strategy mostly combines salary and social income transfers or gathering natural products, which are both rather
supplementary than necessary livelihood sources.

Next, we will analyse how these distinct diversification strategies could be related to poverty in the researched

areas.

How diverse livelihood portfolios are connected to poverty?

Poor households diversify more often, compared to the better-off. Out of all households below the poverty line ,
87.7% had more than one livelihood source, while the same was true for only 67.1% of the households above the
poverty line . In case of no-diversification, the better-of households relied exclusively on wage income, while the
poorer households depended on social benefits or farming.

As demonstrated in the Table 2, the income per capita varied among households employing different livelihood
diversification strategies. The households with wage-based diversification in 2009 had statistically more income
per capita (400.64 = 329.50), when compared to the other households, as evidenced by one-way ANOVA (F(2,
97) = 5.172, p = .007, n? = .096). This would suggest that the wage-based diversification strategy is the most
gainful economically, since it also indicates fewer economic problems and a more positive evaluation of the
standard of living. Nevertheless, there were also several very poor households that relied on the wage-based
diversification; therefore, having wage income in the household does not necessarily lead to a better standard of
living.

In order to understand how livelihood sources and diversification strategies were related to economic success or
poverty, we also analysed their difference among households above and below the poverty line (Figure 1). In
Figure 1, livelihood sources and diversification strategies of those households in 2009 which were either poor or
not, are presented for two different points in time — 1995 and 2009. As evident from the graph, the livelihood
diversification patterns were different among these households and changed over time. The wage-based livelihood
diversification strategy was more typical for the better-off households. The farm-based livelihood diversification,
on the other hand, was found more often among the poor households and was closely related to social income
transfers. The households with a farm-based livelihood diversification strategy had also more diverse livelihoods

and generated on average the lowest income per capita, as can be seen in the Table 2. The mixed diversification
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portfolio was found among both poorer and better-off households, although its share among the latter group is
slowly decreasing.

Figure 1 also indicates that over time better-off households discontinued some of their previous activities
(engagement in agriculture, gathering nature products) and stopped relying on social income transfers. The poor
households, on the other hand, drifted further towards the farm-based livelihoods, although the prevalence of
wage-income among these households also increased over time. It is important to note the increasing share of
entrepreneurial activities (for example, shops, rural services or other businesses) in the farm-based diversification
strategy among both better-off and poorer households. This increase could indicate the expansion of a non-farm
economy, since the majority of the researched households with entrepreneurial income were not engaged in
market-based agriculture.

The livelihood diversification patterns among the poor and better-off households are similar across the countries
with some small differences. In Estonia and Lithuania, poor households were more likely to engage in farm-based
diversification when compared to the better-off households. The better-off households, on the other hand, were
more likely to combine both wage labour and farming for household consumption (mixed-diversification) or rely
on wage income. In Latvia, the livelihood diversification pattern was more similar among households both above
and below the poverty line. Although, the better-off households were more likely to engage in the wage-based
strategy and poor households chose the farm-based one, the distinction was not as striking as in the other two
countries. Compared to Estonia or Lithuania, the share of the better-off households relying on farm-based
livelihood diversification was also higher in Latvia. This could indicate that Latvian households are more similar

to the traditional farming households, where livelihood is more often related to market-based agriculture.

Conclusions and discussion

This study describes the livelihood diversification patterns that are typical for the former collective farm workers
in the rural Baltics. In doing so we looked beyond farm based activities and suggested a more inclusive concept
of arural livelihood. The study revealed that rural households tended to rely on a single type of activity over time,
and discontinued some of their diverse livelihood activities. The better-off households tended to rely on wage
income, whereas poor households tended to rely on farming, entrepreneurial activities or social benefits. It was
found that diversification alone (more or less activities) is not enough to guarantee sustainable rural livelihoods.
Similarly to other studies, the poor households in our research diversified more compared to the better-off

households (Bezemer, Dirk J. et al. 2003; Bezemer, Dirk et al. 2005; Herslund 2007). Diversification alone is,
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hence, not the solution. What is more important is how the livelihood portfolios are constructed and what activities
are available for the rural population.

Rural livelihood diversification and poverty vary across the selected countries. In Estonia, poverty and rural
diversification patterns are closest to the ones in the Western countries: with rural poverty being less prominent
and less substantial, and a moderate frequency of livelihood diversification that differs between poor and better-
off household strategies. Moreover, there is strong evidence of a trend towards leaving agriculture. The Latvian
livelihood diversification and poverty is similar to the Russian patterns (Lerman et al. 2008; O'Brien et al. 2005).
Latvian households relied on farming income more often, the importance of livelihood diversification was
stronger, whilst poverty was much more widespread. Moreover, the Latvian case is rather exceptional, since both
poor and rich households had very similar livelihood strategies. The Lithuanian population had a considerably
lower standard of living and experienced a deeper poverty. They had significantly less diverse livelihoods, there
was no trend of leaving agriculture and farming was widespread. There is evidence, however, that rich households
are turning towards wage-income based livelihood portfolios like in Estonia (especially among non-diversifying
households), even though the significance of farming for rural livelihoods is unmistakable. Nevertheless, it has to
be noted that these country specific patterns do not indicate causal relationships as they were not tested in our
research.

One of the main findings of the paper is the distinction between the three different livelihood diversification
strategies that can be related to the economic situation of the rural households. Over a 20-year timeframe, the
better-off households of the former collective farm workers drifted towards the wage-based livelihood
diversification, while the poor (below the poverty line) households were more likely to rely on a farm-based
livelihood. The mixed strategy, which combines both wage income and farming, was the most common
diversification strategy prominent amongst both the poor and the better-off households.

This prevalence of the mixed portfolio and general importance of farming, be it for own consumption or selling
the surplus production, can indicate two opposite factors. Firstly, it can mean that farming is economically
necessary for the survival of the household. Rural families with low monetary income can rely on their farm to
ensure food security of the household, while selling the agricultural surplus to the state or through alternative food
markets could guarantee an additional income (Blumberg 2018). Since farming is not economically necessary for
the better-off households (Zakeviciate 2016), it could be assumed that they are maintaining agricultural practices
for completely different reasons. Therefore, a second factor could be a “continuational orientation” (Lauristin et

al. 2011) prominent in the Baltic states, which idealises small-scale farming (Alanen 2004; Zakevigiité 2016).
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Moreover, ecological reasons cannot be denied. This, in turn, raises questions about the relevant importance of
the income from farming or wages in the household budget which was not part of our study.

These results of our study should be evaluated with caution, since this paper is based on rather small samples that
include only small share of the farm workers that used to work in the collective farms. We are unable to draw
general conclusions, nevertheless, the study allows us to identify diversification strategies that help interpreting
national rural development trends and differences between countries. Using this study in evaluating livelihood
diversification at the micro scale advances our knowledge of the rural population that can be further tested in
future studies.

Overall, even taking the substantial EU support into account, the rural population in the Baltics is generally poor.
When we speak about the rural Baltics, we usually come across a stereotype of an old, poor, socially excluded
and alcoholic peasant who is posed as a “rural other” in contrast to the modern, and therefore usually urban, citizen
(Juska 2007). That peasant, however, is entangled a web of intertwined problems, which have not been solved in
more than 20 years of independence. Firstly, there is a poverty-farming paradox. The more the person is poor, the
more likely they are to engage into small-scale farming, as it was also evidenced in our research. However, small-
scale farming pushes them into deeper poverty.

The majority of the researched households following a farm-based diversification strategy cannot even be
considered as “small or average-scale farmers” (Zakeviciiite 2016) in the social structure of the Baltic countryside.
Moreover, around 25% of the registered small or average farms in Estonia do not produce anything or have any
on-farm activities (European Commission 2015a). Considering the general marginalisation of small-scale semi-
subsistence farming in the EU political discourse (Mincyte 2011), political and financial support, as well as
assessment of the Baltic rural development, based on the notion of the agricultural holding is not relevant at all.
Furthermore, as support from the rural development programmes does not reach the people that are most in need
of it (Koloszko-Chomentowska 2018; KSivickiené and RibaSauskiené 2007; Pilvere 2007) and people fall out to
the “grey zones of welfare” (Knudsen 2015, 17), poor households are forced to increasingly rely on unprofitable
agricultural practices.

This, in turn, indicates not only the failed family farm project in the rural Baltics, but also points at the reversed
trend with the political turn towards large scale commercial farming. The rural development programmes of all
Baltic countries increasingly support modernisation and enlargement as well as farm cooperation. Therefore, the
future of small-scale farming can be seen to fulfil only a recreational or food security function of the household.

As the development of over 20 years in the researched areas demonstrates, small-scale farming cannot be
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considered as a profitable strategy of the household’s livelihood. The small-scale farmers, nevertheless, could opt
for ecological farming, since it is usually carried out in smaller agricultural holdings and is more likely to attain
the much needed EU support (Statistics Estonia 2017; Statistics Latvia 2017; Statistics Lithuania 2017). More
research, however, is needed to evaluate the economic costs and benefits of ecological farming for the small-scale
farms.

Secondly, the rural Baltics also struggle with the ongoing demography-economy problem where job opportunities
in the rural areas are scarce, therefore, young people tend to leave or find employment in the urban areas and
commute to work (Hazans 2003a; Nugin 2014, Pociuté-Sereikiené et al. 2014). Consequently, the incentives to
create new jobs in the rural areas are low, since the residual rural labour force lags behind in the necessary
knowledge, skills and competences with no possibilities for further education or training (European Commission
2015c; 2015a; 2015b).

The level of human and social capital in the rural areas is a very relevant topic for the present-day development.
As the previous study from our areas have shown, former kolkhoz workers with higher education and better
professional experience from the Soviet times were able to sustain larger family farms or more successful
businesses and were generally “the winners” in the post-Soviet transformation (Zakeviciité 2016). Therefore, in
order to raise the much-needed knowledge and skills, the life-long learning possibilities and professional training
of the rural population is of a particular importance.

Even so, these opportunities must be provided within a close proximity or in the locality itself. The majority of
the employed people in our research were working either in the local village or at the municipality’s centre (10-
20 km from home), which is consistent with the general trends of the commuting in the Baltics. Since the rural
economies in the transition states are rather limited and commuting is limited to short-distances (Hazans 2003a;
Pociuté-Sereikiené et al. 2014), there is a need for broader economic opportunities and possibilities to strengthen
household assets at the municipal level. In this case, the poorer households would have more chances to find
employment closer to their living area. Bringing more possibilities closer to people might be crucially important
for the poor households, since in our study the majority of them did not have either means of communication
(phone or computer) or transportation (car).

Overall, the rural Baltic problems are not being studied enough or thoroughly. Most of the demographic or socio-
economic processes are studied in contrast to the urban areas, while other studies focus solely on farms and their
practices. Policy planning and rural understanding at the political level are also not adequate, since it relies too

much on the concept of the agricultural holdings or the activities of the local rural communities. Therefore, further
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studies on rural livelihood portfolios of various socio-economic groups could provide a fuller picture of rural

development and its achievements, as well as its impact on rural livelihoods in the Baltic countryside.

Notes

! Lithuania, compared to Estonia or Latvia, had on average smaller collective farms (Lerman 2001). Therefore,
smaller Lithuanian collective farm in our study is not an exception.

2This survey is part of the longitudinal study along a 20-year timescale. Collective farms under investigation were
researched since early 1990s using longitudinal monitoring, based on kolkhoz archives and official documents
(data collected in 1990, 1995, 1999 and 2005), a survey (in 2010) as well as qualitative interviews.
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Table 1. Rural livelihood sources in 1995-2009 by country

Table 2. Wage-based, farm-based and mixed livelihood diversification strategies among the researched
households (One-Way ANOVA)

Figure 1. Livelihood portfolios and diversification strategies of the above and below poverty line households in
the researched rural areas and their change 1995-2009

Appendix 1 Variables used in the article and their coding
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Estonia Latvia Lithuania

1995 2009 (diff.)’ 1995 2009 (diff.) 1995 2009 (diff.)
Livelihood sources, all (mean) 257 2.34™ (-.23) 3.45™  3.08™ (-.37) 1.96™  1.81™ (-.15)
Diversifying households, DH (%0) 74.6 71.6 (-3.0) 98.4 93.8 (-4.6) 57.7 50.0 (-7.7)
Livelihood sources, DH' (mean) 3.10 2.88 (-22) 3.49 3.22 (-27) 2.67 2.62 (-.05)
Wages (%) 77.6 78.5 (.9) 57.8 61.9 (4.1) 65.4 61.5 (-3.9)
Social benefits (%) 56.7 43.1 (-13.6) 78.1 57.1 (-21.0) 26.9 26.9 -
Family farms (%) 44.8 35.4 (-9.4) 84.4 77.8 (-6.6) 46.2 42.3 (-3.9)
Nature products (%) 43.3 38.5 (-4.8) 50.0 46.0 (-4.0) 34.6 30.8 (-3.8)
Entrepreneurship (%0) 11.9 215 (9.6) 18.8 28.6 9.8) 7.7 3.8 (-3.9)
Barter work (%) 11.9 13.8 (1.9) 26.6 19.2 (-7.6) 3.8 3.8 -
Professional farming (%) 6.0 4.6 (-1.4) 20.3 14.3 (-3.7) 2.5 1.3 (-1.2)
Unofficial income (%6) 4.5 3.1 (-1.4) 9.4 6.3 (-3.1) 7.7 1.7 -
No income' (%) 3.0 - (-3.0) - - - 3.8 7.7 (3.9)
Work abroad (%) - 3.1 (3.1) - 1.6 (1.6) - - -

i Difference between 2009 and 1995 (2009-1995)
i No income from any above listed sources

il The differences are not statistically significant neither within nor between the countries

*** Mean livelihood sources are statistically different between countries at both points of time at the p <.001 level



Factor

Wage-based diversification

Farm-based diversification

Mixed diversification in

Scheffe Post

in 2009 (n=29) in 2009 (n=33) 2009 (n=51) ANOVA Hoc test
Mean SD Mean SD Mean SD F p n?

Livelihood sources count in 1995 (from 2 to 9) 2.48 1.326 3.52 1.253 3.61 .940 9.849 .000 152 2>1,3>1
Livelihood sources count in 2009 (from 2 to 9) 231 541 3.33 1.021 351 .925 18.374 .000 250 2>1,3>1
Economic problems count (0= no problems, 2.31 2.579 6.18 3.254 3.65 2.918 14232 000 177 3>1,3>2
11=eleven problems)

Income per capita 400.64 329.50 211.64 172.42 281.76 154.66 5.172 .007 096 2>1
Direction of family’s standard of living 18 574 03 684 43 798 5897 004 097 152,352

(-1=downwards, 1=upwards)
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Variable Initial measurement New codes
Household size Number of people in the household No changes
Number of children Number of children in the household No changes
Number of breadwinners Number of breadwinners in the household No changes

Household type

Three variables — number of household members,
number of children and marital status (single, never
married parent, divorced, widowed, cohabiting, married,
married but living separately)

1. Single living person

2. Adults living with at least one child
(married or cohabitating)

3. Single parent with at least one child

4. Several adults living together (married or
cohabitating couples or relatives)

Direction of family’s standard of living

1. Upwards
2. No essential changes
3. Downwards

Scale-1to 1

Received social income transfers

(answer yes-no)

1. Pensions

2. Child benefits

3. Unemployment benefits

4. Care benefits

5. Supplementary benefits

6. The person did not have any listed income transfer
forms

7. Stipend

8. Other social income, what?

Benefit count (0-7)

Livelihood sources by the household

(answer yes-no)

1. Wage labour income

2. Entrepreneur income

3. Social income transfer

4. Household plot farming additional
5. Household plot farming professional
6. Gathering nature products

7. Unofficial income

8. The person did not have any of the listed income forms

9. Income from the seasonal/ short period work abroad
10. Reciprocal work “barter”

Livelihood sources count (0-9)

Economic problems in the household

(answer yes-no)

1. Problems paying for clothing

2. Problems paying for food

3. Problems paying for housing

4. Problems paying for health care

5. Problems paying for (children’s) education
6. Problems paying for everyday travelling

7. Problems paying for repairing appliances
8. Problems paying for farming machines

Economic problem count (0-8)

Household’s income

Household’s monthly monetary income in average after
taxes (amount in local currency)

Amount in euros (converted using the 2010
rate)

Amount (in euros)

Equivalised disposable income: amount per
capita (in euros)

Above-below poverty line

Equivalised disposable income: amount per capita (in
euros)

1. Above poverty line
2. Below poverty line (poverty line for each
country in 2010)

Poverty groups

Equivalised disposable income: amount per capita (in
euros)

1. Absolutely deprived (1/2 below poverty
line)

2. Deprived (50-75% below poverty line)
3. Relatively deprived (75-100% below
poverty line)

20% richest and poorest

Equivalised disposable income: amount per capita (in
euros)

1. 20% richest — highest income quintile
2. 20% poorest — lowest income quintile

Land owned 1. Yes. How many hectares? Amount in hectares
2.No
Amount in hectares 1. No land (up to 0.99ha)
. 2. Small farms (1-4.99ha)
Farm size

3.Average farms (5-19.99ha)
4. Large farms (above 20ha)
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