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Abstract. Household income sources in rural areas generally do not depend
on a single source of income but come from a variety of diverse sources.
This indicates the existence of an income diversification strategy undertaken
to reduce economic risk. Income diversification is important in the face of
uncertainty in the results of the main business such as bamboo craftsmen
which is the main livelihood of the community in Muntuk Village. This
study aims to determine the housechold welfare between craftsmen and
farmer craftsmen and what factors influence the diversification of income
sources. Data for this study was collected from October 8, 2024, to October
23, 2024, using primary data. Sampling using the census technique with a
total of 120 respondents, the data were analyzed using descriptive
quantitative. In knowing the factors that influence the diversification of
income sources using multiple linear regression. The results showed that the
factors that had a significant effect on diversification of income sources were
craftsman experience, land area, production equipment, income, and the role
of the group. Keywords: Diversification of income sources, income,
welfare.

1 Introduction

Community well-being is a key indicator of national development, especially in developing
countries such as Indonesia, where rural households often rely on informal economic
activities. Most of these livelihoods come from the use of natural resources, including
bamboo handicrafts, which provide income and cultural identity for rural communities.
However, reliance on a single source of income makes households economically vulnerable,
especially in the face of fluctuations in demand, seasonality, and market uncertainty.
Livelihood diversification—defined as the process by which households build a diverse
portfolio of activities and social support capabilities to improve living standards and reduce
risk—has thus become an important strategy for strengthening rural resilience [1].
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The Sustainable Livelihoods Framework (KDL) offers a useful perspective for analyzing
diversification because it links household strategies to five types of capital: human, natural,
physical, financial, and social. Previous studies [1] emphasize that diversification is not just
about the number of sources of income, but also about how households mobilize these
capitals to balance vulnerabilities and opportunities. However, much of the existing literature
still focuses on rural economies based on agriculture or wages, while handicrafts-based
livelihoods—particularly bamboo handicrafts in Southeast Asia—are still limited in attention
[2]. This suggests a research gap, as craftsmen households often combine handicraft
production with agricultural and non-agricultural work, creating unique livelihood structures
that may not fit into conventional rural development models.

Muntuk Village in Bantul Regency is one of the leading bamboo craft centers in
Yogyakarta Province. Although bamboo crafts are the main source of household income,
many craftsmen families are also involved in additional activities on farmland, off-farmland,
and non-farmland. Despite this potential, households continue to face challenges in achieving
stable and adequate well-being, with a pattern of diversification shaped by asset limitations
and institutional factors such as group participation. Understanding how these factors affect
diversification is critical to formulating policies that improve rural well-being while
maintaining traditional handicraft-based economies [3].

Based on this background, this study applied SLF to examine the determinants of income
diversification among bamboo craftsmen households in Muntuk Village. Specifically, this
study aims to (1) describe the characteristics of craftsmen households, (2) measure the level
of diversification across handicraft, agricultural, and non-agricultural activities, and (3)
analyze the factors that affect diversification with reference to livelihood capital. Thus, this
study aims to contribute to the empirical literature on rural livelihood strategies and policy
discourse on strengthening the sustainability of the handicraft-based economy in Indonesia.

2 Research Methods

2.1 Research Location

The research location is located in Muntuk Village, Dlingo District, Bantul Regency. The
selection of the research location used a puosive technique, namely choosing deliberately for
sampling in accordance with this research. The location was chosen in Muntuk Village,
Dlingo Sub-district, Bantul Regency because the location is one of the centers of the bamboo
handicraft industry where almost all of the people are bamboo craftsmen. It also considers
the condition and number of bamboo craftsmen there.

2.2 Data Collection

Data were collected in this study from October 8, 2024, to October 23, 2024, using primary
sources. Respondents used in this study were members of the craftsmen group in Karangasem
Padukuhan. There were 120 respondents from six craftsmen groups, each group consisting
of 20 members. The sampling technique used is a census. The census technique is a technique
that takes one population group as a whole sample and uses a questionnaire as a data
collection tool to obtain specific information.
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2.3 Data Analysis

The method used in this research is quantitative descriptive analysis. This method aims to
provide the condition of bamboo craftsmen, income, expenditure, welfare and factors
influencing the diversification of income sources of bamboo craftsmen households in Muntuk
Village, Dlingo District, Bantul Regency. This study aims to determine the welfare between
bamboo craftsmen and craftsmen households, and the factors that influence the
diversification of income sources. Household welfare was measured using the Good Service
Ratio (GSR) which compares food and non-food expenditure. Multiple linear regression was
used to determine the factors influencing diversification of household income sources.

This study has several limitations that should be acknowledged. First, the measurement
of income diversification was based on the count of income sources without considering the
relative contribution, balance, or seasonality of each source. Second, the multiple regression
model included eight independent variables with a relatively small sample of 120 households.
Third, the counterintuitive finding that stronger group participation is associated with lower
diversification may indicate potential model misspecification or omitted variable bias.
Finally, this study focused on a single village well known for bamboo handicrafts, which
may limit the generalizability of the findings. Further research across different regions and
livelihood contexts in Indonesia would provide more comprehensive evidence on the
dynamics of rural income diversification.

3 Results And Discussion

3.1 Household Characteristics

Household characteristics of craftsmen are needed to know the general description of the
condition of craftsmen in Muntuk Village. Household characteristics are presented based on
craftsmen households and craftsmen households that are also farmers. The sample includes
90 craftsmen households and 30 farmer-craftsmen households. These characteristics are to
understand and explain the living conditions of craftsmen households in Muntuk Village.

Tablel. Household Characteristics of Craftsman and Farmer Craftsman.

. Craftsmen Farmer Craftsmen
Household Characteristics N=90 N=30
Gender of Respondents
Male 10 8
Female 80 22
Ege of Respondents
15-64 (Productive ege) 45.82 51.33
Education levels
No formal education 9 1
1-6 year of education 28 16
7-9 year of education 38 11
>9 year of education 15 2
Number of family members 3 2
Craftman experience 33.73 31.01
Land area (m?) 0 351

Source: Primary Data 2024
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Based on the data in Table 1, the majority of respondents in both groups are women, with
a total of 80 in craftsmen households and 22 in farmer craftsmen, because women craftsmen
tend to have better skills, especially in the weaving process. The average age of craftsmen
and farmer craftsmen is in the productive age range of 15-64. The level of education shows
that farmer craftsmen households are lower than craftsmen. This shows that the level of
education of craftsmen in Muntuk Village is still low. Based on the number of family
members, the majority of craftsmen and farmer craftsmen have a family size of 2-3. This
shows that craftsmen households are in small households, where the number of families
affects the number of dependents issued by craftsmen.

The experience of craftsmen shows that the majority of craftsmen in Muntuk Village have
more than 10 years of experience. This shows that experience will affect craftsmen in running
a bamboo craft business as well as skills in the manufacturing process. Based on the land
area, it can be seen that especially for farmer craftsmen who have agricultural land to do
farming have an average land area of 351 m2, the land area owned by farmer craftsmen tends
to be smaller because farming is a side job for craftsmen and usually the production of their
own farm is consumed for their daily needs.

3.2 Household income

Craftsmen's household income is the total earned from bamboo craft business income, on
farm income, off farm income, and non-farm income.

Table 2. Average Household Income of Craftsmen and Farmer Craftsmen.

Source of Income (fDraRf)tst:;l 0 % Far;l]t;;era:;s(;n en %
Bamboo craft income 15,780,909 69.77 13,667,417 61.76
On farm income
farmers 0 0.00 141,654 0.64
Off farm income
Farm laborer 20,333 0.09 0 0.00
Non-farm income
Building Laborer 1,292,444 5.71 0 0.00
Casual laborer 757,333 3.35 1,560,000 7.05
Employee 1,413,333 6.25 5,080,000 22.96
Trader 1,888,222 8.35 640,000 2.89
Ojek/Grab/Driver 873,333 3.86 920,000 4.16
Teacher 553,333 2.45 120,000 0.54
Masseur 40,000 0.18 0 0.00
Total 22,619,240 100.00 22,129,071 100,00

Source: Primary Data, 2024

Table 2 shows that both craftsmen and farmer-craftsman households derive income from
a variety of sources, reflecting an income diversification strategy. Both groups' main income
continues to come from the bamboo craft business, with craftsmens earning an average of
IDR 15,780,909 and farmer-craftsmen IDR 13,667,417. Craftsmen households tend to rely
more on income from the non-farm sector such as construction workers, traders and
employees. Meanwhile, farmer craftsmens derive a larger proportion of their income from
work as employees and casual laborers and have additional income from the on-farm sector
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in the form of rice farming. The diversity of livelihoods in households can provide a reference
to the diversification of income sources. According to [3] income diversification refers to an
increase in the number of sources of income or to the creation of a balance between various
sources of income. This means that total household income comes from more than one source
and no single source significantly dominates over other sources.

3.3 Household Welfare

Bamboo craftsmen households are said to be prosperous if craftsmen are able to fulfill their
family's household needs. The welfare of bamboo craftsmen households is measured using
the Good Service Ratio (GSR) which looks at household expenditures such as food and non-
food. The GSR describes the balance of consumption, where households with a greater
proportion of expenditure on non-food needs are usually considered more prosperous.

Table 3. Food Expenditure of Craftsmen Households in Muntuk Village.

Craftsmen (IDR) Farmer Craftsmen (IDR)
Food N=90 % N=30 %
Rice 2,299,333 15.76 1,339,600 10.80
Other staple food 1,104,533 7.57 1,167,600 9.41
Side dishes 3,618,133 24.81 3,580,400 28.86
Provisions 1,062,120 7.28 1,003,400 8.09
Vegetables 1,879,133 12.88 1,687,600 13.60
Fruits 658,933 4.52 508,000 4.09
Beverages 411,467 2.82 456,400 3.68
Cooking oil 688,200 4.72 654,800 5.28
Cigarettes/tobacco 2,230,933 15.30 1,388,000 11.19
Snack/snacks 633,200 4.34 620,000 5.00
Total 14,585,987 100.00 12,405,800 100.00

Source: Primary Data, 2024

From Table 3, the data shows the household expenditure of craftsmen in Muntuk Village,
which is compared with the food expenditure of households who also work as farmers. The
total food expenditure of craftsmen households amounted to IDR 14,585,987, while farmer
craftsmen amounted to IDR 12,405,800. The highest food expenditure in bamboo craftsmen
households without farming and agriculture has the highest expenditure on side dishes
because the price of side dishes tends to be higher and household consumption is also quite
large and varied in type. While the lowest food expenditure on beverages, households in
Muntuk Village mostly consume their own beverages by boiling water for daily needs.

Table 4. Non-Food Expenditure of Craftsmen Households in Muntuk Village.

Craftsmen Farmer Craftsmen

Non-food (IDR) N=90 o (IDR) N=30 o
Fuel, electricity, water, gas 3,862,738 28.42 4,612,533 36.44
Tax 292,394 2.15 276,300 2.18
Communication 1,129,867 8.31 1,082,400 8.55
Education 3,276,000 24.10 1,411,333 11.15
Daily needs 768,444 5.65 655,333 5.18
Clothing 402,778 2.96 328,333 2.59
Social Activities 2,432,444 17.90 2,486,667 19.65
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Craftsmen Farmer Craftsmen
Non-food (IDR) N=90 o (IDR) N=30 v
Improvements 374,500 2.76 440,833 3.48
Health 1,051,867 7.74 1,364,000 10.78
Total 13,591,032 100.00 12,657,733 100.00

Source: Primary Data, 2024

From Table 6, the data shows the non-food expenditure of craftsmen households in
Muntuk Village, which is compared with the non-food expenditure of craftsmen households
who are farmers. Total non-food expenditures of craftsmen households amounted to IDR
13,591,032, while farmer craftsmen households amounted to IDR 12,657,733. In non-food
expenditure, the highest expenditure is on fuel, electricity, water and gas which are basic
needs in non-food expenditure, because fuels such as gasoline have fluctuating prices that
affect non-food expenditure. As for the lowest expenditure on taxes.

Table 5. Total Household Expenditure of Craftsmen in Muntuk Village.

Spending Craftsmen (IDR) Farmer Craftsmen (IDR)
Food 14.585.987 12.405.800
Non-Food 13.591.032 12.657.733
Total 28.177.019 25.063.533

Source: Primary Data, 2024

It can be seen from Table 5, explaining that the total household expenditure of bamboo
craftsmen without the agricultural sector and there is an agricultural sector shows the
expenditure of bamboo craftsmen households without the agricultural sector amounting to
IDR 28,177,019 in one year. Meanwhile, the expenditure of bamboo craftsmen households
with an agricultural sector amounted to IDR 25,063,533. Craftsmen households allocate more
funds for food reflecting more diverse consumption patterns and higher needs. So, farmer
craftsmen households allocate a lot to food expenditure, this shows that households do not
only focus on food needs but also pay attention to non-food needs.

Table 6. GSR Analysis of Craftsmen and Farmer Craftsmen Households in Muntuk Village.

Spending Craftsmen (N=90) Farmer Craftsmen (N=30)
Food 14,585,987 12,405,800
Non-Food 13,591,032 12,657,733
GSR 1.07 0.98

Source: Primary Data, 2024

Based on Table 6, it can be seen that bamboo craftsmen households and households in
the agricultural sector in Muntuk Village according to the calculation of the Good Service
Ratio (GSR) analysis, seen from the comparison between craftsmen households and
craftsmen households with farmers, the average of craftsmen households is 1.07, indicating
that bamboo craftsmen households in Muntuk Village are less prosperous. Meanwhile, the
welfare of farmer craftsmen households is 0.98 which indicates very prosperous, because
non-food expenditure is greater than food expenditure. The results of the analysis are in line
with the results of research by [4] which show that the food expenditure of manga farmers in
Situbondo is greater than non-food expenditure. Where the results of the GSR analysis
amounted to 1.28, which means that mango farmer households are included in the less
prosperous category. This study shows that involvement in the agricultural sector has a



BIO Web of Conferences 199, 03008 (2025) https://doi.org/10.1051/bioconf/202519903008
SAGE-Grace 2025

positive impact on welfare. With an additional source of income from agriculture, these
households can better allocate expenditure more evenly.

3.4 Diversification of Income Sources

Income Diversification is one of the benchmarks of community welfare. Diversification of
income sources, which is the dependent variable, is seen from the number of activities that
have a source of income, this also refers to the research concept of [5] whose dependent
variable uses diversification of income sources but in nominal form. Livelihood activities are
classified by sector (agricultural and non-agricultural), function (wage and self-employment),
and location (agricultural or off-farm).

Table 7. Sources of Household Income in Muntuk Village.

Total Source of Income Craftsmen (N=90) Farmer Craftsmen (N=30)

1 0 0
2 40 8
3 39 13
4 9 8
5 2 1

Total 90 30

Average source of income for craftsmen 2
Average source of income for Farmer craftsmen 3

Source: Primary Data, 2024

It can be seen from Table 7, that in this study there are various sources of income such as
from bamboo handicraft businesses, on farm, off farm, and non-farm. Bamboo crafts are the
main source of income earned by households in Muntuk Village, so each type of bamboo
craft is one source of income so there are 13 sources of income from bamboo crafts. Other
sources of income apart from bamboo crafts. Then in the table above compared between
craftsmen households without farmers and craftsmen households with farmers, it can be
explained that the average source of income is more diverse in farmer craftsmen households
with an average of 3 compared to craftsmen households alone that do not have agricultural
land, because these households have land to carry out farming activities that will add to the
diversity of income earned. Agriculture can act as a diversification option, where new
cropping systems or crop-livestock combinations can make an important contribution to
income diversity [6].

3.5 Factors Affecting Income Source Diversification

The following is a table of independent variables based on the livelihood framework category
and the results of multiple linear regression analysis to determine the factors that influence
the diversification of income sources of bamboo craftsmen households in Muntuk Village.

Table 8. Independent Variable Categories.

Independent Variable Category Description
Age Human Capital Age of respondent
Edication Human Capital Respondents last education
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Independent Variable

Category

Description

Labor

Human Capital

Number of individuals contributing to craft
production

Craft Experience

Human Capital

Length of time craftsmen have been in business

Land Area

Nature Capital

Land area owned by farmer craftsmen

Production Equipment Physical Number of tools for the production process
Capital
Household Income Financial Total income earned by the household
Capital
Group Role Social Capital Contribution of craftsmen in the group

Table 8 presents the categories of independent variables that influence the diversification
of income sources of bamboo craftsmen households in Muntuk Village. These variables are
categorized based on the Rural Livelihood Framework which includes various resources such
as human capital, natural capital, social capital, financial capital, and physical capital.
According to Ellis [6], diversification of income sources is influenced by five main
components of assets, namely human capital, physical capital, social capital, financial capital,
and nature capital. In this Framework, these variables reflect the various assets owned by

craftsmen households.

Table 9. Multiple Regression Analysis Results.

Variabel Coefficient t-count sig
Constant 2.039 3.282 0.001™s
Age (X1) -0.004 -0.467 0.641m
Education (X2) 0.027 0.381 0.704ns
Craftsmen experience (X3) 0.012 1.907 0.059%**
Labor (X4) -0.042 -0.982 0.328
Land area (X5) 0.001 1.917 0.058%**
Production equipment (X6) 0.052 3.165 0.002%*
Income (X7) 3,233 x 10°% 9.652 0.000*
Group Role (X8) -0.105 -1.663 0.099***
Y : Diversifikasi of income sources
R Square :0.547
F-Count :16.766
F-Table :2.020

Source: Primary Data, 2024

Notes:

a) Significant a=1% :*

b) Significant 0=5% :**
c) Significant 0=10%:%**
d) Not Significant: ns

Based on multiple linear regression analysis using SPSS 16 software, the regression
equation is obtained as follows:
Y =2.039 - 0.004 X1 +0.027X2 + 0.012X3 - 0.042X4 + 0.001X5 + 0.052X6 + 3.233 x 10-

8X7-0.105X8 +¢
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3.5.1 Coefficient of Determination (R2)

The coefficient of determination (R2) is used to see the accuracy of the dependent variable
model in explaining the independent variable. Judging from Table 9 that the results of
multiple linear regression analysis known R2 of 0.547 or 54.7%. This means that
diversification of income sources can be explained by age, education, business experience,
labor, agricultural land area, business equipment, household income and the role of the group
by 54.7%, while the remaining 45.3% is explained by other variables not examined in this
study.

3.5.2 F test (simultaneous test)

The F test is used to determine the effect of the independent variables together on the
dependent variable. Based on the results of Table 9, it is known that the calculated F value is
16.766 and the table value is 2.020, which means that the calculated F value is 16.766> 2.020
or the probability value (0.000 <0.01), it means that together the variables of age, education,
craftsman experience, labor, land area, number of production equipment, household income,
and the role of the group have a significant effect on the diversification of household income
sources of bamboo craftsmen in Muntuk Village at an error rate of 1% or at a confidence
level of 99%.

3.5.3 T-test

The t test is used to determine whether there is an influence of the independent variable
individually on the dependent variable. Based on the regression analysis in Table 9, it can be
seen that not all independent variables in terms of capital categories, namely human capital:
age (X1), education (X2), craftsman experience (X3), labor (X4), natural capital: land area
(X5), physical capital: number of production equipment (X6), financial capital: household
income (X7), and social capital: the role of the group has a real effect on diversification of
household income sources of bamboo craftsmen in Muntuk Village. In this study using a
significant level of alpha (a0 = 1%, o = 5%, a = 10%). The following are the t-test results of
each variable or at the 99% confidence level.

3.6 Human Capital

3.6.1 Age

Based on the results of multiple regression analysis in Table 9, that the t test on the age
variable obtained a probability value of 0.328> 0.10 (a = 10%), then Ho is accepted Ha is
rejected. This means that the age variable has no significant effect on diversification of
income sources. The regression coefficient value of the age variable is -0.004, so that if the
increasing age of the craftsmen can reduce the diversification of household income sources
in Muntuk Village. This finding is in line with research by [7] that age has no significant
effect on the ability of households to diversify income sources in rural communities. This
indicates that age is not a major determinant in determining how well bamboo craftsmen can
run their businesses.
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3.6.2 Education

Based on the results of multiple regression analysis in Table 9, that the t test on the age
variable obtained a probability value of 0.704> 0.10 (a. = 10%), then Ho is accepted Ha is
rejected. This means that the education variable has no significant effect on diversification
of income sources at the 10% error rate. The regression coefficient value of the education
variable is 0.027, so that if the higher the education, it is not necessarily able to increase the
diversification of sources of income of craftsmen households in Muntuk Village. Therefore,
formal education has no effect on diversification of income sources. Research results from
[8] state that education increases income diversification, therefore human capital plays an
important role in diversifying income.

3.6.3 Craftsman Experience

Based on the results of multiple regression analysis in Table 9, that the t test on the craftsman
experience variable obtained a probability value of 0.059 <0.10 (0=10%), then Ho is rejected
Ha is accepted. This means that the craftsman experience variable has a significant effect on
diversification of income sources. The regression coefficient value of the craftsman
experience variable is 0.012, so that if the craftsmen have a lot of experience, it can increase
the diversification of household income sources in Muntuk Village. This research is
supported by research from [5] that business experience has a positive and significant effect
on income and welfare. Indicating an increase in business experience or length of business
experience contributes to increasing productivity. Research from [9] states that human capital
has a significant effect on income diversification, although in Githaiga's research on
employee performance. It is also shown in this study that the human capital category, namely
the experience variable, also has an influence on diversification of income sources in bamboo
craftsmen households.

3.6.4 Labor

Based on the results of multiple regression analysis in Table 9, the t-test on the labor variable
obtained a probability value of 0.328 > 0.10 (a = 10%), then Ho is accepted Ha is rejected.
This means that the labor variable has no significant effect on diversification of income
sources. The regression coefficient value of the labor variable is -0.042, so that if there is
more labor, it can reduce the diversification of household income sources in Muntuk Village.
Although the number of workers plays a role in the production process, it does not always
have a significant effect on diversification of income sources because the number of bamboo
craftsmen's labor mostly comes from within the family and the number is relatively small
often resulting in labor focusing on the production of one to two types of craft products only,
it can be seen in Table 9. The results of research from [9] state that labor variables have a
positive and significant effect on the income of bamboo craftsmen in Susut District, Bangli
Regency.

3.7 Nature Capital

Based on the results of multiple regression analysis in Table 9, the t test on the labor variable
obtained a probability value of 0.059 <0.10 (a=10%), then Ho is rejected and Ha is accepted.
This means that the land area variable has a significant effect on diversification of income

10
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sources. The regression coefficient value of the land area variable is 0.001, so that if the more
land area owned, it can increase the diversification of household income sources in Muntuk
Village. These results are in line with [2] which states that land area has a positive and
significant effect on income. In this study, it is slightly different because it is seen from the
contribution to the diversification of income sources. This shows that natural capital has an
important role in income diversification, namely in the land area variable. Research from [10]
states that natural capital has a major role in livelihood diversification strategies. Thus, even
though land is limited, farmers still have the opportunity to increase income and reduce the
risk of dependence on one source of income

3.8 Physical Capital

Based on the results of multiple regression analysis in Table 9, the t test on the production
equipment variable obtained a probability value of 0.002 <0.05 (0=5%), then Ho is rejected
Ha is accepted. This means that the production equipment variable has a significant effect on
diversification of income sources. The regression coefficient value of the land area variable
1s 0.052, if the more and varied tools owned, it can increase the diversification of household
income sources in Muntuk Village. Research from [11] which shows that good equipment
utilization in business can increase efficiency and productivity, so that households can add
product innovation and increase income. Research from [11] states that physical capital
which includes assets, tools, and infrastructure, has a significant impact on income
effectiveness. Access to adequate physical resources can improve welfare and income
diversification.

3.9 Financial Capital

Based on the results of multiple regression analysis in Table 9, that the t test on the income
variable obtained a probability value of 0.000 < 0.001 (a. = 1%), then Ho is rejected Ha is
accepted. This means that the production equipment variable has a significant effect on
diversification of income sources. The regression coefficient value of the income variable is
3.233 x 10-8, if the higher the income earned, it can increase the diversification of household
income sources in Muntuk Village. This is in line with the research of [3] which states that
there is a significant effect of income on welfare. Where diversification of income sources
can also be referred to as an indicator of welfare. The research of [12] shows that households
that have access to financial capital are more likely to be able to open business opportunities
for income diversification that contribute to improving the welfare of rural households.

3.10 Social Capital

Based on the results of multiple regression analysis in Table 9, the t test on the group role
variable obtained a probability value of 0.099 <0.10 (0=1%), then Ho is rejected Ha is
accepted. This means that the group role variable has a significant effect on diversification
of income sources. The regression coefficient value of the income variable is -0.105, if the
higher the group role, it can reduce the diversification of household income sources in
Muntuk Village. The role of the craftsmen group can help increase the variety and
productivity of woven bamboo crafts so that it becomes an alternative source of income.
These results are in line with research from [13] that social capital influences livelihood

11
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diversification strategies. Social networks and participation in social groups provide access
to resources and opportunities necessary for diversification into non-agricultural activities.

An unexpected finding of this study is that stronger group participation was negatively
associated with income diversification. One possible explanation is that a stronger group role
may encourage households to specialize more intensively in bamboo crafts, thereby reducing
the incentive to diversify into other income-generating activities. Craftsmen groups often
provide access to shared resources, collective marketing, and product innovation, which can
make specialization in handicrafts more profitable and stable compared to diversifying across
unrelated activities. Another alternative hypothesis is that social capital may strengthen
within-sector resilience rather than promoting cross-sector diversification. In this sense,
group participation may increase efficiency and productivity within bamboo craft production
but not necessarily expand the range of livelihood activities pursued by households.

This counterintuitive result suggests the need for further research. A longitudinal design
could help capture changes in diversification patterns over time as group participation
evolves, while a mixed-method approach incorporating qualitative interviews would provide
deeper insights into how social networks shape household decision-making. Such approaches
would allow researchers to disentangle whether group participation genuinely constrains
diversification or whether it reflects a rational specialization strategy supported by social
capital.

4 Conclusions and Recommendations

Based on the results of the study, it can be concluded that household income sources in
Muntuk Village tend to be diverse as a form of diversification strategy to reduce economic
risk, especially amidst the uncertainty of the main income source such as bamboo craft.
Factors that have a significant effect on the level of diversification of income sources include
the experience of craftsmen, land area owned, availability of production equipment, income,
and the role of craftsmen groups. This suggests that factors that have a significant effect on
income source diversification can improve household welfare in rural areas.

Bamboo craftsmen in Muntuk Village are advised to continue innovating in craft making
to increase the diversity of their livelihoods and income. Increased household income will
contribute to better welfare. In addition, the government is expected to pay more attention by
providing business capital and skills training for the craftsmens, to increase their income and
welfare. On the other hand, the agricultural sector is also important as an additional source
of income, so that craftsmens are not solely dependent on craft products. The combination of
agriculture and bamboo handicrafts can be an effective economic diversification strategy,
helping the people of Muntuk Village not to rely on just one sector to fulfill their needs.
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