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Environmental Shocks and Inequality: Evidence from Ethiopia

Research on the social and economic impact of environmental change has
proliferated in recent years, particularly in the context of increasing concern about global
climate change (Adamo and Izazola 2010, Adger 1999, Black et al. 2011, Cutter et al.
2003). Studies have examined the impact of environmental change on migration (Gray
and Mueller 2012, Massey et al. 2010), poverty (Dercon et al. 2005, Little et al. 2006),
and livelihood strategies (Corbett 1988, De Wall 2005, Roncoli et al. 2001). This
research shows that social factors mediate the impact of environmental change, and
demonstrates that individuals and households face constraints, but also exercise agency
within contexts of environmental change.

However, this research has focused almost exclusively at the individual and
household levels, thereby neglecting the impact of environmental change on the
distribution of resources. The few studies that have examined the distributional
consequences of environmental change (Fratkin and Roth 1990, Reardon and Taylor
1996, Valentine 1993) have considered only income or single classes of assets, and
employed extremely limited empirical strategies. As such, knowledge of the relationship
between environmental change and inequality remains negligible.

This paper begins to fill this gap using data from the 1999, 2004, and 2009
Ethiopian Rural Household Surveys (ERHS). First fielded in 1989, the ERHS is a unique
longitudinal study conducted by the International Food Policy Research Institute (IFPRI),

Oxford University, and Addis Ababa University. It currently covers 1,477 households in



fifteen rural villages in Ethiopia, and includes extensive information about household
income, assets, land holdings, and exposure to environmental shocks.

Using the ERHS, this paper estimates intra-village inequality indices (e.g. Gini,
coefficient of variation) for income, assets, and land in each of the fifteen ERHS villages
in 1999, 2004, and 2009. After calculating changes in inequality during all intervals of
time, ¢ to t+n, I compare changes in inequality for villages exposed to drought within
three years of time 7+n (a quasi-treatment group) to changes for villages that were not (a
quasi-control group). Using decomposition techniques, I then explore how changes in
inequality within and between key demographic groups, and within asset and income
classes, contribute to differences in overall changes between ‘treatment’ and ‘control’
groups. Finally, I use multi-level regression models to identify the household- and
community-level factors that affect the probability of households’ upward (downward)
socioeconomic mobility.

The findings in this paper will provide insight into the heterogeneous impact of

drought and the overall implications of such environmental changes for social inequality.
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