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EXECUTIVE SUMMARY

Ethiopia has experienced significant recent reductions in poverty, with the proportion of the population
living below the national poverty line declining from 56 percent in 2000 to 31 percent in 2011. Economic
growth, and particularly growth in the agricultural sector, has occurred alongside large public investments
in social programs (including the Productive Safety Net Programme, health and education) and rural
roads. However, more recently economic growth has been less inclusive: between 2005 and 2011, the
consumption of the bottom 40 percent grew slower than that of the top 60 percent, while the
consumption of the bottom 10 percent did not increase at all (WB, 2015).

The specific focus of this report is on “#ransitory poverty escapes’ a term referring to households that
successfully escape from poverty only to return to living in it once again, i.e. they become re-
impoverished. Analysis of the Ethiopia Rural Household Survey (ERHS) for this case study reveals that
transitory poverty escapes are a significant phenomenon in rural Ethiopia. In particular, between 1997
and 2000, 15 percent of all households expetienced a transitory poverty escape. Of those households that
escaped poverty between 1997 and 2004, around 65 percent were again living in poverty by 2009. At the
macro-level, reasons for transitory escapes include the slow pace of structural transformation in the
country; food price inflation and an increase in the vulnerability of farming conditions, the result of
increased land pressures and enhanced climate variability. In fact, one of the general lessons of this case
study is that drivers of poverty dynamics are systemic as much as related to individual and household
characteristics such as assets and dependency ratios.

This report combines analysis from four rounds of the ERHS with qualitative research approaches; in
particular, key informant interviews, life histories, and participatory wealth ranking to further investigate
the drivers of transitory poverty escapes. Specifically, it examines why some households are able to escape
poverty and remain out of it—that is, they experience sustained escapes from poverty—while others
escape poverty only to return to living in it again — that is, they experience transitory escapes. The report
investigates the resources (land, livestock, and value of assets), attributes (household composition and
education level), and activities (including jobs, engagement in non-farm activities and migration) of
households that enable them to escape poverty sustainably and minimize the likelihood of returning to
living in poverty again.

What matters? Specific findings include the following:

e High fertility, combined with a shrinking resource base, increases the likelihood of transitory
escapes and impoverishment relative to experiencing a sustained escape. In particular, an increase
in household size is associated with a higher and statistically significant risk of transitory escapes.
Population pressures put more stress on an already limited land base, accelerates fragmentation
of landholdings and can contribute to a deterioration in the quantity and quality of production.

e Female-headed houscholds are less at risk of transitory poverty escapes and impoverishment
relative to sustained poverty escapes in comparison to male-headed households. This could be
the result of female-targeted development interventions or because of different attitudes towards
risk by male- and female-headed houscholds.

e Households containing a person with a disability are more likely to experience a transitory escape
or become impoverished.

e Increases in per capita expenditure and asset values are associated with a reduced risk of
transitory escapes relative to sustained escapes.

e Those households where the head member has completed primary education have a reduced risk
of experiencing transitory poverty escapes. Interestingly, all household heads in the sample which
achieved this level of schooling were male.
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e Livestock is an important asset which reduces the likelithood of transitory escapes. Livestock act
as liquid assets which can be sold in times of crisis or to pay for life events.

e Ownership of more cultivable land is not, in itself, associated with an increase in the likelihood of
experiencing a sustained escape. Poverty dynamics are not driven by land ownership itself but
rather by the factors which underpin the conditions of production including environmental
conditions and the availability and cost of inputs (seeds and fertilisers).

e A working household head, engaged either as a labourer or self-employed, increases the
likelihood of sustained escapes. If this is a non-agricultural activity then this reduces the
likelihood of transitory escapes even further.

e Participation in 7ddir, an informal risk sharing arrangement where members receive a pay-out in
the face of specific adversities, increases the likelihood of transitory escapes and impoverishment.
However, it is difficult to untangle whether the negative poverty trajectory was caused by the
loan itself, or by other associated factors, including those which drove the household to take out
a loan.

e Houscholds which experience several shocks in sequence are more likely either to become
impoverished or to experience a transitory escape than a sustained escape.

e Remittances are associated with a reduced likelihood of impoverishment, yet an increased
likelihood of transitory escapes. Remittances are still relatively uncommon in rural Ethiopia,
however. The contrasting results in terms of impoverishment and transitory escapes could be an
indication of the varied motivations behind migration and remittance sending; either being with
the objective of accumulation or as a coping response to a shock or adverse event.

What can be done? Recommendations include the following:

e Improving poverty dynamics in Ethiopia demands a stronger focus on family planning.

e Supporting sustained poverty escapes requites endowing women with more skills as well as providing
avenues to put the acquired skills to use. Education has made great progress in recent decades,
but going forward needs to also be complemented by interventions targeted to working-age
women. To this end, there is greater scope to combine interventions to support livelihoods with
those to support family planning and child care services.

e Suppott to smallbolder farming remains critical. An area of focus should be on improving access to
agricultural inputs and ensuring that this access is sustained over time.

e For large numbers of households though, farming is not sufficiently remunerative to lift them
sustainably from poverty. Helping households accumulate /Jvestock and promoting livestock-
related businesses can support sustained escapes from poverty.

e The PSNP has played, and can continue to play, an important role in enhancing the ability of
poor households to cope with shocks and smooth consumption in the face of negative
circumstances. However, if it is systematically to enable households to experience sustained
poverty escapes then it needs to be accompanied by complementary interventions.

o Access to suitable credit, with flexible repayment terms and low interest rates, should be expanded
for rural households. Especially critical is to increase the amount of capital available to MFIs to
provide loans to farmers and micro entrepreneuts.

e More widespread and substantial interventions to support the rural non-farm sector in the most
vulnerable regions are essential. Support to migration should be one component of the strategy.

e Given Ethiopia’s context, early warning systems, accompanied by prompt emergency interventions,
are essential to decrease rates of impoverishment and transitory escapes.
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. INTRODUCTION

Analysis of two-wave panel data to examine poverty dynamics reveals a disturbing trend in terms of the
numbers of households descending into poverty. Across 14 countries,' while some households
successfully escape poverty, other households are falling into poverty over the same period. For instance,
in Nepal between 2003/04 and 2010/11, 13 petcent of households escaped poverty while 9 percent of
households fell into poverty (Mascie-Taylor 2013). Meanwhile, in South Africa between 2008 and 2012,
20 percent of households escaped from poverty while 10 percent fell into poverty (Finn and Leibbrandt
2013). In some other contexts and over particular periods of time, more households actually fell into
poverty than escaped from it. This includes Tanzania whete between 2008/09 and 2010/11, 12 petcent
of households fell into poverty while 7 percent escaped from poverty (Tanzania National Bureau of
Statistics 2011).

Analysis of three-wave panel data by the Chronic Poverty Advisory Network (CPAN) reveals further the
incidence of “transitory poverty escapes,” or households that escape poverty subsequently returning to
living in it. For instance, in Vietnam, while 14 percent of houscholds escaped poverty between 2002 and
2004, 20 percent of those households had once again returned to living in poverty by 2006. In rural
Kenya, 12 percent of houscholds escaped poverty between 2004 and 2007; by 2010, just over 40 percent
of these families had returned to living in poverty again (Scott et al. 2014).

Qualitative life histories conducted by the CPAN and hosted at the Overseas Development Institute
(ODI) complement the panel data analysis referred to above (see Annex D for information on
characteristics of the villages surveyed). The life histories point to the inability of poor and insecure, non-
poor households to mitigate, adapt to, and recover from shocks and stresses as key drivers of transitory
escapes and impoverishment. To investigate further, and to articulate the role of risk and the importance
of risk management in relation to Feed the Future’s (FTF) top-line poverty reduction goals and USAID’s
ending extreme poverty agenda, the Bureau for Food Security contracted ODI through the Leveraging
Economic Opportunities (LEO) activity to examine the observed variance (at the household and national
levels) in transitory escapes in three FTT focus countries: Bangladesh, Ethiopia, and Uganda. Box 1,
below, clarifies how the terms “transitory escapes” and “impoverishment” are used in this work, and how
they relate to USAID’s resilience agendaZ.

BOX I: TRANSITORY POVERTY ESCAPES AND IMPOVERISHMENT

Impoverishment refers to the process whereby a poor person or household becomes poorer, or
where somebody who is non-poor slips into poverty. Transitory poverty escapes refer to
individuals or households that used to live in poverty, succeeded in escaping poverty, and then
subsequently fell back into poverty i.e. they became re-impoverished. For the purposes of this
work, we view resilience as a set of capacities enabling households to remain out of poverty over
the long term, even in the face of shocks and stresses. In other words, the capacity to be resilient
means an individual or household is ultimately able to avoid becoming impoverished ot to
experience a transitory poverty escape.

! Panel data sets from the following 14 countries were analyzed in the third Chronic Poverty Report (2014): Burkina Faso,
Ethiopia, India, Indonesia, Mexico, Nepal, Pakistan, Philippines, Kenya, Senegal, South Africa, Tanzania, Uganda, and Vietnam.
All findings use national poverty lines.

2 USAID (2012) defines resilience as the ability of people, households, communities, systems and countries to mitigate, adapt to
and recover from shocks and stresses in a manner that reduces chronic vulnerability and facilitates inclusive growth.
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1. THE CASE STUDY OF
RURAL ETHIOPIA

The objectives of this Ethiopia case study are (i) to highlight the importance of a poverty dynamics
perspective for an agenda to end extreme poverty, ensuring that escapes from poverty are sustained, i.e.,
that ‘transitory escapes’ are prevented; (i) to investigate the drivers of transitory escapes, or the reasons
why some houscholds are able to escape poverty and remain out of it while others escape poverty only to
fall back into it; and (iii) to draw-out implications for USAID’s ending extreme poverty agenda, and
programmatic approaches in Ethiopia.

This study asks: what can be learned from the Ethiopia case study about the drivers of poverty dynamics,
especially of sustained escapes, impoverishment and transitory escapes? Which combinations of
resources, activities and attributes (i.e. which strategies) help protect households from being impoverished
or falling back into poverty, in the face of specific external interventions and shocks?

This study brings together:

o Analysis of the Ethiopia Rural Household Survey (ERHS).> The ERHS spans seven rounds of data
collection from 1989-2009. Supervised by Addis Ababa University, the Centre for the Study of African
Economies, University of Oxford and the International Food Policy Research Institute, the survey
covers individual, household, and community level data. While the original 1989 round spanned seven
peasant associations in three regions, subsequent rounds expanded this coverage to 15 villages chosen
largely for their diversity of farming systems (Dercon and Hoddinot, 2004).4 This small community sample
means that generalizations of our findings to the rural Ethiopian context at large shonld be made with caution.

The current analysis makes use of 834 households for which poverty data was available across four
survey years from 1997 to 2009.> Use of four rounds in the panel allows a more thorough
examination of transitory escapes and a way to ensure robustness of findings that help distinguish
between transitory escapers and churners.®

o Information from focus groups conducted in two kebelles (villages): Turufe Ketcheme (in Shashemene
woreda, Oromia region; 15 participants) and Aze Deboa (in Kedida Gamela woreda, SNNPR region;
20 participants) concerning: participatory and village-specific definition of wellbeing and historical
wealth ranking for three points in time. These points in time corresponded to critical years identified
by the village’s elders; these were 2003/04, 2010/11 and 2016 in Turufe Ketcheme and 2005,
2011/12 and 2016 in Aze Deboa.” The participatory wealth ranking® enabled us to identify the
participants’ poverty trajectories in the previous 15 years. This information was then used for the
selection of households for life history interviews (see below).

o L e history interviews with 15 men and women from Turufe Ketcheme (all participants from the focus group:
7 females and 8 males) and 8 from Aze Deboa (3 female and 4 male participants from the focus group plus
1 wealthy farmer). The purpose of the interviews was to investigate the reasons behind movements in and

3 While more recent panel datasets exist, in particular the Ethiopia Socioeconomic Survey (ESS) which covers years between
2011 and 2014, these surveys comprise only two rounds of data collection. Examining transitory escapes and sustained escapers,
in contrast, requires at least three waves of panel data.

4 Later survey rounds included the following regions: Tigray, Amhara, Oromia, and SNNP.

5> Of the 834 houscholds analysed, 212 were impoverished, 122 experienced a transitory escape, and 51 experienced a sustained
escape from poverty.

¢ Hulme, Shepherd, and Moore (2001) describe churners as those with “mean expenditures over all periods close to the poverty
line but sometimes poor and sometimes non-poor in different periods”.

7 See Annex C for details on this approach.

8 Heavy rainfall and a long power cut reduced the amount of time available to conduct life history interviews in Aze Deboa.
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out of poverty of individuals and households. Given the absence of sustained escapes from poverty,
interviews focused on investigating the drivers of transitory poverty escapes and impoverishment and
whether these differed across households and individuals with different charactetistics.

o Interviews with key informants, specifically, representatives of the Disaster Prevention and Food Security
Oftice, Cooperative Promotion Office and Women and Children Affairs Office for the Shashemene
and the Kedida Gamela woredas.” These interviews provided information on the government programs
active in the woreda and insights on the positive and negative changes at play in the area, including
drivers of poverty dynamics.

The study was conducted in full awareness that recent climatic events in Ethiopia — namely the El Nifio-
induced drought — could strongly influence the results of the qualitative analysis. The presence of the
drought was taken into account in the selection of the two fieldwork kebelles (see Annex D). The situation
observed in the field was indeed characterised by a decline in production in the previous year, a high
incidence of transitory escapers and impovetished households and a striking absence of sustained escapes
from poverty. These negative trajectories had not started in the previous year but, in most cases, around
2011 (if not earlier). This suggests that the recent drought was not the main driver. It is also important to
highlight that the empirical evidence employed in this study is not nationally representative: the household
survey only covers rural areas and fieldwork was conducted in two kebelles in two different regions of the
country. Other regions of Ethiopia may be experiencing more positive poverty trajectories. However, the
evidence does capture processes which indeed are at play in the country and which demand attention.
Accordingly, this study offers an investigation into the micro and macro drivers which can help explain the
high incidence of transitory escapes and impoverishment observed in Ethiopia in the last 15 years, and how
these have occurred in a context of generalised economic growth and poverty reduction.

A. WHAT IS THE EXTENT OF TRANSITORY POVERTY ESCAPES
IN RURAL ETHIOPIA AND WHY IS THIS IMPORTANT?

I. NATIONAL CONTEXT AND MACRO-LEVEL DRIVERS OF POVERTY
DYNAMICS

Ethiopia is a clear case of how transitory escapes and impoverishment can be widespread even in contexts
of generalised economic growth and poverty reduction. In the last decade and a half, Ethiopia has been
one of the fastest growing economies in Africa, with real GDP per capita growing at an average 7.9
petcent per year between 2004/05 and 2013/14 (Bachewe et al., 2015). It has also expetienced remarkable
poverty reduction. The share of people living below $1.25 PPP poverty line declined from 56 percent in
2000 to 31 percent in 2011; the share of people living below the national poverty line in the same period
declined from 44 percent to 30 percent (WB, 2015).

Sustained and inclusive economic growth has been the major driver of poverty reduction between 1996 and
2011 (WB, 2015). Inequality has remained low throughout this period and a decrease in monetary poverty has
been accompanied by improvements in non-monetary dimensions of deprivation. For example, the
proportion of rural households deprived in three dimensions (access to sanitation and clear water, education
and monetary poverty) fell from 4 in 10 to less than 1 in 10 rural households in this period (WB, 2015).

Two characteristics of the pattern of growth explain its inclusiveness.

First, agricultural growth was sustained and reached down to small farmers: the agricultural sector grew at
an average annual rate of 7.6 percent between 2004/05 to 2013/14, accounting for 47 percent of real

9 Interviews were not conducted in Addis Ababa because it was decided to maximise time spent in the villages, in order to collect
as many life history interviews as possible.
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GDP growth over the last decade (Bachewe et al., 2015). The majority of poverty reduction between 1996
and 2011 is explained by poverty reduction among rural, self-employed agricultural households. Poverty
reduction has been accompanied by improvements in nutrition status at the national level. The 2011
Ethiopia Demographic Health Survey recorded a decline in malnutrition rates and in the prevalence of
underweight children, which decreased from 41 percent in 2000 to 29 percent in 2011 (CEFSVA, 2014).

The link between agricultural growth and poverty reduction is strong in Ethiopia, where 81 percent of the
population lived in rural areas and 73 percent were employed in agriculture in 2013 (World Development
Indicators). Agticulture is still mostly based on smallholder farming and rainfed: 87 percent of rural households
work less than 2 ha of land and 64.5 percent cultivate less than 1 ha (Gebreselassie 2006 in Oxfam 2010).

Second, economic growth has been compounded by large public investment and expenditure in social
programs, as well as by a number of other policies and interventions (see Box 2). Public spending has been
driven by the Growth and Transformation Plan, based on an agricultural development-led industrialization
model putting emphasis on agriculture as a driver of economic transformation. In 2005, Ethiopia started the
largest African safety net program — the Productive Safety Net Programme (PSNP — see Box 3). Investments
in health and education have greatly increased access for the poorest people. For example, there has been an
impressive expansion of primary education: nearly four in five primary-school-aged children were out of
school in 1992, but this has fallen to less than one in five (Lenhardt et al., 2015). Girls have benefitted
disproportionately more than boys: the ratio of gitls to boys enrolled has increased from 0.66 in 1991 to 0.94
in 2012/13 (Ethiopian Federal Ministry of Education (EFME), 2013 in Lenhardt et al, 2015). Poorer, more
remote, food insecure and pastoral areas have benefited disproportionately more, and the gap in attainment
between disadvantaged and better off woredas has decreased (Garcia and Rajkumar 2008).

Improved road infrastructure has been another important factor contributing to inclusiveness of growth
(Dercon et al., 2007; Dorosh et al., 2012; Seid et al, 2015), linking rural areas to markets and employment
opportunities. For example, lower transportation time and cost contributed to better functioning and
development of the cereal wholesale market (Minten et al., 2014).

BOX 2: KEY GOVERNMENT INTERVENTIONS FOR ECONOMIC GROWTH,
AGRICULTURAL TRANSFORMATION AND FOOD SECURITY

Agricultural transformation: the Agriculture Transformation Agency (ATA) was established in
December 2010 to promote inclusive agricultural transformation and food security through
enhanced support to government agencies, private-sector and other non-governmental partners and
address structural bottlenecks in the system. ATA aims to deliver a priority national agenda to
achieve inclusive agricultural transformation and food security.

Measures to improve access to agricultural inputs: A new Seed Proclamation ratified by the
Parliament in 2013; a Fertilizer Blending Program; and a new Seed Law, which took effect June 2000.

Increasing tenure security for small and large-scale rural investment: the Agricultural
Investment Support Directorate (AISD) was created within the Ministry of Agriculture and Rural
Development (MoARD) in 2009 to negotiate long-term leases for over 2.8 million hectares of land.

Food security and nutrition policies: the Food Security Strategy (2002), the National Nutrition
Strategy and the National Nutrition Program (2008), the Growth and Transformation Plan (GTP)
covering 2011-15, the Agriculture Sector Policy and Investment Framework (PIF) 2010-2020,
aligned to the CAADP, and the National School Health and Nutrition Strategy (2012).

CONTINUED ON NEXT PAGE
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Yet, even in this context of widespread economic growth and poverty reduction, impoverishment and
transitory poverty escapes have been frequent. Both the quantitative and qualitative analysis conducted
for this case study point towards a worrying incidence of these phenomena in the country.!” Growth has
been less inclusive than in the past, with consumption of the bottom 40 percent growing slower than
consumption of the top 60 percent between 2005 and 2011 (WB, 2015). In the same period, consumption
did not grow at all for the bottom 10 percent of the population (WB, 2015).

The co-presence of poverty reduction with impoverishment and transitory poverty escapes is not unusual;
in fact it has been observed in a number of developing countries at different times in the last two decades
(Shepherd et al., 2014). Drivers of poverty dynamics — including of impoverishment and transitory
escapes, operate at the micro level of individuals and households, at the meso level of communities and
regions, and at the macro and national and international level. Identifying interventions to address poverty
dynamics requires an understanding of all these three levels. This section provides an exploration of the
meso and macro level, while the next section illustrates existing empirical evidence on micro-level drivers.

In Ethiopia, at the macro context level, three factors help explain the high incidence of transitory
poverty escapes and impoverishment observed in this study.!!

The first factor is the slow pace at which structural transformation has advanced in the country, at
least until recent years, as this has prevented the creation of sufficient income earning opportunities
for poor people in rural areas. Despite rapid economic growth, structural change has been slow in the
country (Dorosh et al, 2012; WB, 2015): urbanization in Ethiopia is still one of the lowest in the world, with
83.2 percent of the population still living in rural areas in 2011 and only 8 percent of the population reporting
at least one family member employed in industry. One important aspect of this slow transformation is the still
limited size of the rural non-farm sector. According to the 2011 Household Consumption Expenditure Survey,
only about 10 percent of household earnings in Ethiopia come from the rural non-farm sector (WB, 2015). A
study using data from the Central Statistical Agency of Ethiopia combined with a number of large-scale
household surveys!? found that off-farm income constituted up to 18 percent of total rural household income
in high potential agricultural areas of the country, while total wage income and agricultural wage income
account for 10 percent and 7 percent, respectively, of total household income. Livestock income is also
important, accounting for 11 percent of household income (Bachewe et al., 2016).

Limited growth of the rural non-farm sector implies that rural households face very limited livelihood
opportunities outside agriculture. This constrains the strategies available to households to escape poverty,
as well as to cope with shocks. This is particularly problematic in a context where agriculture is highly
vulnerable to climatic and environmental shocks (see below). Further, this contrasts with the experience
of the other countries included in this study (Uganda and Bangladesh), where agricultural growth was
accompanied by substantial growth in the non-farm sector.

Another factor which can help explain the slow pace of transformation is the relatively limited rural-urban
migration (Dorosh et al., 2012). While this has been on the rise, only 1 in 10 workers migrate in Ethiopia
and overall migration has contributed little to poverty reduction in the last two decades (WB, 2015).
However, when migration does happen, it is an important driver of welfare improvements. There is some
evidence that manufacturing growth contributed to poverty reduction in urban areas between 2000 and

10 For example, 15% of the sample analysed in the Ethiopian Rural Household Surveys experienced a transitory poverty escape
after having temporarily escaped it, while another quarter became impoverished over the waves. Only 6% experienced a sustained
escape out of poverty (see Figures 1 and 2 for more information on poverty trends).

11 These three factors were identified by the authors on the grounds of previous work conducted on the drivers of pro-poorest
growth Ethiopia (Shepherd, Mariotti, Rodriguez-Takeuchi, 2016), the literature reviewed in preparation of this report, and the
analysis of the qualitative evidence collected on fieldwork.

12 Including the Agricultural Growth Program of Ethiopia (hereafter AGP) baseline survey, IFPRI’s Ethiopia Strategy Support
Program (ESSP) Teff Producers dataset; the ESSP Coffee Producers dataset; the Feed the Future (FtF) midline impact evaluation
survey; and from the Ethiopian Rural Socioeconomic Survey (ERSS).
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2011, but manufacturing employs only 3 percent of the total population and growth of the service sector
had limited impact on overall poverty reduction (WB, 2015).

It is important to remark that changes are at play in the country: for example, the urban population is
expected to triple between 2012 and 2034 (WB, 2015); the contribution of agriculture to GDP has
declined by about 10 percentage points between 1990 and 2014, from 52 to 42 percent, and the
contribution of crop production to GDP has been overtaken by construction and wholesale and retail
trade sub-sectors (Seid et al., 2015). However, some regions and groups of people have not yet been
reached by these changes and ate suffering the consequences of limited availability of income
opportunities outside marginal agriculture.

The second factor which can help explain the high incidence of transitory escapes and
impoverishment is food price inflation, which has been on the rise in the country in the last decade. It
peaked in 2007, 2008 and again in 2011, when it reached 39 percent compared to the Sub-Saharan average
of 13 percent (WB, 2015).13 This led to reduced consumption, consumption of alternative foods, and a
sense of being overwhelmed among the population (Woldehanna and Tafere, 2015). The impact on rural
households has been mixed. On one side, high food prices have ensured high returns to investments in
agriculture for those rural households that had access to markets and were able to make those
investments (Bachewe et al., 2015). On the other side, food inflation hit the poorest rural households that
are net purchasers of food, probably contributing to explaining why the poorest 10 percent of the
population did not see an increase in consumption in the 2005 to 2011 period.

The government responded with an expansion of the public works and safety net programs and, from
2010, buying and selling grain at marginal profit and establishing a system of co-operative shops serving
the public. Some stability was achieved by 2014, but problems remain for poor farmers who are net-
purchasers of food and sell their produce at low prices but face the high cost of food (Shephetd et al,
2016; Woldehanna and Tafere, 2015).

The problem may have been aggravated by the fact that despite a positive general trend in the last decade,
rural wages did not adjust — or not fast enough to the price rise (Pettit and Rizzo, 2015). Real wages
declined in 2008 and between the middle of 2010 and 2011 (Bachewe et al., 2016). In fact, the purchasing
power of poor urban casual labourers declined significantly during this period and the adjustment of
wages to food price was slow (Headey et al., 2012). PSNP survey data also found that the sharp increases
in food prices were not accompanied with similar increases in livestock prices or wages, although the
labor market response was stronger in Tigray and Amhara—where the wages almost doubled over the
period, than in Oromiya and SNNPR, where such increase was not recorded (Berhane et al., 2013).
Because of the slow recovery of real wages, the price shocks may have been responsible for much of the
impoverishment observed in the country, especially in the Oromiya and SNNP Region. This is also
consistent with the fact that many of the families interviewed for this study mentioned the increasing cost
of living as the most pressing problem and preoccupation which they were facing.

It is worth mentioning that the fourth phase of the PSNP (PSNP 4) has been designed to account for the
unpredictability of food price inflation and its impact on the real value of cash transfers. In fact, wage rate
reviews will be conducted annually and will assess the purchasing power of safety net transfers by
assessing market prices of key cereals in safety net woredas. They will also make recommendations on
whether and by how much the wage rate should be adjusted (MoA, 2104).

13 Over the years the Government of Ethiopia has introduced a number of monetary and administrative measures to tackle high
inflation, which have been only relatively successful. Reasons for this may be the combination of high wotld food prices with

domestic food supply shocks and weak monetary policy transmission channels, largely in reason of a less-than-fully developed
financial system (Durevall and §j6, 2012).
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The third factor is the increase in the vulnerability of farming conditions, caused by the
combination of increased land pressure and enhanced climate variability, including the frequency and
severity of droughts. Climate variability and vulnerability to drought are recurrent phenomena in
Ethiopia, which is also characterised by a variety of micro-climates and corresponding weather patterns.
Highlands receive more rainfall than low arid areas and people are mostly engaged in agricultural
activities; lowlands receive minimal rainfall and raising livestock is the main livelihood source.

However, climate variability has increased in the last 10 to 20 years as a consequence of climate change. For
example, spring and summer rains have declined by 15-20 percent in certain parts of the country since the
mid-1970s and increased warming and dryness have been observed across the whole country (USAID, 2012).

The fragility of farming conditions is increased by the fact that climate variability is accompanied by soil
erosion on one side and increased population pressure on the other. Soil erosion is widespread and
constrains increase in land productivity: every year 1.5 billion metric tons of topsoil erodes from the
highlands, which in turn causes as estimated potential loss of 1-1.5 million tons of grains (Taddese 2001 in
Oxfam 2010). Increased pressure on land is due to the fact that the majority of the rural population lives in
the highlands and middle-highlands, which comptise only one-third of the country’s territory, and are
mostly found in Oromia and northern SNNPR. Accordingly, in this area population density can reach more
than 300 people per square km (USAID, 2012; Livelihoods Integration Unit, 2010). In addition, the current
land policy has resulted in small plot sizes. The size of small plots can be an inhibiting factor in
implementing large scale watershed rehabilitation and erosion control interventions making it more difficult
to address some of the key issues related to quality of the land. The situation is aggravated by the fact that
fertility rates, albeit declining, are still high in rural areas.

Climate conditions have been especially unfavourable in the country in the last year, as the arrival of El Nifio
since 2015 has triggered the worst drought seen in decades,!# with a decline in national cereal production in
2015 of 14.1 percent from the 2014 level (Bachewe et al., 20106). Rainfall failure has led to reduced
agricultural output and loss of livestock in many parts of the country. It was estimated in the 2016
Humanitarian Requirements Document that 10.2 million people will require emergency food assistance in
2016, on top of the 7.9 million already covered by the Productive Safety Net Programme (HRD, 2016).

2. A MICRO PERSPECTIVE: EVIDENCE ON THE DRIVERS OF POVERTY
DYNAMICS IN RURAL ETHIOPIA

This section presents a review of the evidence on the drivers of poverty dynamics operating at the
individual and household level, mostly relying on findings from various household surveys, both cross-
sectional and panel. Drivers are organised into three categories:

1. The houschold demographic characteristics and life-cycle contingencies (including age,
household size and structure, gender and education)

2. The initial household resource base including land, livestock and other assets

3. The types of activities which household members engage in including employment, non-farm
enterprise, crop agriculture, and remittances as well as the strategies which they employ to cope
with shocks.

Empirical evidence on drivers of transitory escapes

Bigsten and Shimeles (2008) provide preliminary insights into poverty dynamics in the country. Exploring
poverty persistence in the country between 1994 and 2004, they find that an increase in the time spent in
or out of poverty reduces the chance of escaping or slipping back, respectively. In terms of gender, they

14 The Be/g rains (February to May) of 2015 failed in large parts of Ethiopia; there was further inadequate rainfall in the main Meber
season (June to September), mostly in (though to limited to) the northern and eastern patts of the country (FEWS NET 2016).

ENSURING ESCAPES FROM POVERTY ARE SUSTAINED IN RURAL ETHIOPIA 10



find that male-headed households in rural areas are both more likely to escape poverty but also are at
higher risk of transitory escapes. As a result of these findings, the authors argue in favour of safety nets,
both as a means of poverty reduction as well as contributor to growth. As far as we are aware, theirs is the
only study to have examined transitory escapes empirically.

Household characteristics: gender, disability, education

While Bigsten and Shimeles (2008) find male-headed households more likely to escape poverty, Muletta
and Deressa (2014) use the 1999-2009 rounds of the ERHS to offer some insights as to why. Their
investigation finds female-headed households to be poorer than male-headed households. Specifically,
variables such as the education of the household head, household size, livestock owned and the
amount of land are found to affect poverty status of this group. Female-headed households are also
sometimes more vulnerable to changes in food prices and to food price shocks (Kumar and Quisumbing,
2011). Often resource poor, these households tend to have a larger food gap relative to their male
comparator group. As a result, their coping strategy to shocks often involves reducing their food
consumption and quality of intake. Quality land often acts in a protective capacity to mitigate the effect of
food price shocks in the country (Kumar and Quisumbing, 2011).

Education has long been stressed as a portable and intangible asset that contributes substantively to
improved poverty trajectories across countries. Since 2000, Ethiopia has seen improvements in its human
capital base. The percentage of the population without education dropped from 70 percent in 2000 to 50
percent by 2011. However, while the reduction is noteworthy, the absolute figure itself is cause for
concern. Education remains strikingly limited, and even more so amongst women, in spite of literature
stressing years of schooling as a significant determinant of household welfare and thus a driver of poverty
reduction (Hanjra et al, 2009).

While improvements in education are necessary for poverty reduction, so, too, are demographic
changes. In Ethiopia, improvements in the demographic composition of households, specifically
through smaller household sizes, has helped spur poverty reduction since 2000 (World Bank, 2014). The
same study finds that the incidence of poverty is higher for children relative to adults, suggesting the
demographic changes underway in the country mark a positive trend. However, while the incidence of
poverty may be higher for children, this is not to say that presence of adults is necessarily a counteracting
force. Rather, Ghebru and Holden (2016) find that the likelihood of escaping poverty is reduced amongst
households with a larger number of adult members in rural parts of northern Ethiopia. This finding may
be attributable to the limited non-farm economy and the associated limits in income generation
opportunities, so that more adults in the families do not necessarily imply more income earnings.

Disability also can exert a negative impact on welfare and subjective well-being, regardless of whether
the person with disability is the head or another member of the household. This may happen if the
person with a functional limitation faces social or environmental barriers preventing their participation on
an equal basis with others and so rendering them disabled. Part of the problem then is due to the relative
absence of social protection against disability. In addition, given that the main means of production
remains dependent on physical labor, persons with disabilities are largely unable to contribute to
household income and so reduce houschold welfare (Fafchamps and Kebede, 2008).

Resources

Besides characteristics of the household, its resources also play an important role in determining poverty
dynamics and impoverishment. Agriculture in terms of quality of land as well as quantity of output are
indispensable determinants of income and economic mobility in rural Ethiopia. Irrigation is central in
improving the quantity of output. Ghebru and Holden (2016) find that access to irrigation helps increase
household income for farmers and so helps drive poverty escapes (Gebregziabher et al, 2009, in Ghebru
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and Holden, 2016). Nisrane et al (2010) also reinforce the importance of output, adding that increases in
agricultural output is due primarily to an increase in the amount and quality of cultivable land, labour and
livestock, as well as the amount of precipitation. Unfortunately, the quality of cultivable land is often poor
due in no small part to soil erosion, while the quantity of land is also limited. Farmers and pastoralists
across the country, especially women and youth, face inadequate access to and ownership of land to
sustain themselves and their households. This renders them vulnerable and so affects poverty dynamics at
the household level (Oxfam, 2010).

Agriculture can become more effective in generating poverty escapes if households are well connected
to markets. Indeed, local market towns are an important hub for rural households to engage in
economic transactions, comprising as much as half of their purchases of inputs for agricultural
production. Over half of a household’s consumable goods and food is purchased in these sites (Dercon and
Hoddinot, 2005). However, remoteness from towns reduces a household’s ability to use markets to buy and
sell goods. Moreover, this remoteness is also a growth-inhibiting factor for communities. In contrast, improved
access to market towns improves household welfare by increasing consumption outcomes (Dercon and

Hoddinot, 2005).
Activities and strategies
Migration

Evidence suggests that rural to rural migration in the country occurs mostly as a result of push factors, for
example as a means of coping with and responding to poor agricultural conditions (Fransen and
Kuschminder, 2009) and continued rural poverty, especially in areas where households are faced with
low-potential agricultural yields and a shrinking resource base (World Bank, 2010). These households are
also more likely to engage in local non-farm activities (Matsumotoa, Kijima, and Yamano, 20006). There is
some evidence emerging that involvement in non-farm opportunities can lead to upwards mobility (Bezu
et al,, 2012). Indeed, this could be a positive trend if coupled with a rise in non-farm opportunities
available to these households. However, to date this has not been the case for the most part. Migration is
mainly to nearby towns, and for the purpose of employment (de 