
208 

  

  

  
 
 
 
 
 
 
 

Symposium on 
 
 

Poverty: dimensions, Dynamics and 
Response Options 

 
 
 

May 2000 
Africa Hall, UNECA, Addis Ababa 

 
 
 
 
 
 
 



2 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 207 

 in Banerjee, A., R. Bénabou and D. Mookherjee (eds) (2006). What 
Have We Learnt About Poverty, Oxford University Press. 

Robert C. Solomon (October, 2003). "On Fate and Fatalism," Philos-
ophy East and West, Vol. 53, No. 4, pp. 435-454. 

Rubinstein, Ariel (1998). Modelling Bounded Rationality, the MIT Press, 
Cambridge, Massachusetts. 

Sadoulet, Elisabeth, and Alain de Janvry (1995). Quantitative Develop-
ment Policy Analysis, the Johns Hopkins University Press, Baltimore.  

Scheinkman, Jose A. (2004?). “Social Interactions,” mimeo. 

Selten, Reinhard (May 1999). “What is Bounded Rationality?”, SFB 
Discussion Paper B-454, Paper prepared for the Dahlem Conference 
1999. 

Simon, Herbert A. (1977). “Rational Decision-Making in Business 
Organizations,” Nobel Memorial Lecture, 8 December, 1977. (Later 
published in 1979 as American Economic Review, 69, 493-513). 

Solomon, Robert C. (October, 2003). "On Fate and Fatalism" Philos-
ophy East and West, Vol. 53, No. 4, pp. 435-454. 

Stutzer, Alois (August 2002). “The Role of Income Aspirations in 
Individual Happiness,” Working Paper Series, Working Paper No. 
124, Institute for Empirical Research in Economics, University of 
Zurich. 

Udry, Christopher, and Santosh Anagol (March 2006). "The Return 
to Capital in Ghana," Center Discussion Paper No. 932, Yale Econom-
ic Growth Center, Yale University (http://www.econ.yale.edu/
~egcenter/). 

Yamauchi, Futoshi (2007) “Social learning, neighborhood effects, 
and investment in human capital: Evidence from Green-Revolution 
India”, Journal of development Economics, 83 (1) : pp 37-62. 



206 

 Manski, Charles F. (Summer, 2000). “Economic Analysis of Social 
Interactions,” The Journal of Economic Perspectives, Vol. 14, No. 3, pp. 
115-136. 

Miguel, Edward and Michael Kremer (2003) “Networks, Social 
Learning, and Technology Adoption: The Case of Deworming 
Drugs in Kenya.” Mimeo. Harvard University. 

Mookherjee, Dilip, and Debraj Ray (eds.)(2001). Readings in the Theo-
ry of Economic Development, Blackwell Publishers, Oxford. 

Munshi, Kaivan, and Mark Rosenzweig (August 2005). “Traditional 
Institutions Meet the Modern World: Caste, Gender and Schooling 
Choice in a Globalizing Economy,” mimeo.  

Platteau, Jean-Philippe (2000). Institutions, Social Norms, and Economic 
Development, Overseas Publishers Association, Amsterdam. 

Rahmato, Dessalegn, Aklilu Kidanu (July, 1999). Consultations with 
The Poor - A Study to Inform the World Development Report 
2000/01 on Poverty and Development (National Report, Ethiopia), 
Addis Ababa, mimeo. 

Rao, Vijayendra, and Michael Walton (editors) (2004). Culture and 
Public Action, Stanford University Press. 

Rao, Vijayendra, and Michael Walton (March 2002). “Culture, Ine-
quality and Accumulation in a Globalizing World” Paper presented 
at 5th Annual Conference of the Centre for the Study of Globalisa-
tion and Regionalisation on Globalisation, Growth and (In)Equality, , 
held at  Scarman House, University of Warwick, 15-17 March 2002. 

Ray, Debraj (1998). Development Economics, Princeton University 
Press, Princeton, N.J. 

Ray, Debraj (August, 2002). "Aspirations, Poverty and Economic 
Change," very preliminary draft. 

Ray, Debraj (2006). "Aspirations, Poverty and Economic Change," 

3 

  
 
 
 
 
 
 
 
 

 
 

Poverty: Dimensions, Dynamics and  
Response Options 

 



4 

 

 205 

 Graham, Bryan S., and Jinyong Hahn (2005). “Identification and 
estimation of the linear-in-means model of social interactions,” Eco-
nomics Letters, 88, 1–6. 

Graham, Carol, Andrew Eggers, and Sandip Sukhtankar (2004). 
“Does happiness pay? An exploration based on panel data from 
Russia,” Journal of Economic Behavior & Organization, Vol. 55, 319–
342. 

Harriss, John, (January 8, 2005). "How and Why Does Culture Mat-
ter?" a book review of Rao, Vijayendra, and Michael Walton 
(editors) (2004). Culture and Public Action, Stanford University Press, 
Economic and Political Weekly. 

Hausmann, Ricardo, and Dani Rodrik (April, 2003). “Economic 
Development as Self-discovery,” mimeo. 

Hausmann, Ricardo, Dani Rodrik, and Andrés Velascoy (March 
2005)). ‘Growth Diagnostics,’ mimeo. 

Hoff, Karla, and Priyanka Pandey (June 2004). “Belief Systems and 
Durable Inequalities - An Experimental Investigation of Indian 
Caste,” World Bank Policy Research Working Paper, No. 3351.  

Hoff, Karla, Avishay Braverman, and Joseph E. Stiglitz (1993). The 
Economics of Rural Organization: Theory, Practice, and Policy, the World 
Bank, Oxford University Press, New York.  

Karlan, Dean, and Jonathan Zinman (October 2005). “Elasticities 
of Demand for Consumer Credit,” Center Discussion Paper No. 926, 
Economic Growth Center, Yale University (http://
www.econ.yale.edu/~egcenter/). 

Kuran, T. (1988). “The Tenacious Past: Theories of Personal and 
Collective Conservatism.” Journal of Economic Behavior and Organization 
10(2): 143-171. 

Manski, Charles F. (September, 2004). “Measuring Expectations,” 
Econometrica, Vol. 72, No. 5, 1329–1376. 



204 

 S. Durlauf, and K. Hoff, eds. (2005), Poverty Traps. Princeton               
University Press. 

Cohen-Cole, Ethan, and Giulio Zanella (April 11, 2007). 
“Unpacking Social Interactions,” Working Paper, No. QAU07-4, the 
Quantitative Analysis Unit, Federal Reserve Bank of Boston. 

CSA (May 2007). “Household Income, Consumption and Expendi-
ture (HICE) Survey 2004/05 – Volume I Analytical Report,” Statisti-
cal Bulletin 394, Central Statistical Agency (CSA), Federal Democrat-
ic Republic of Ethiopia. 

Di Tella, Rafael, Robert J. MacCulloch, and Andrew J. Oswald (July 
30, 2002). “The Macroeconomics of Happiness,” mimeo. 

Duflo, Esther and Abhijit Banerjee (2007). “The Economic Lives of 
the Poor” Journal of Economic Perspectives, Vol 21, No. 1, pgs 141-167.  

Duflo, Esther and Abhijit Banerjee (December 2005) “Growth The-
ory Through the Lens of Development Economics”, in Handbook of 
Economic Growth, Vol. 1, Part A, pgs 473-552.  

Duflo, Esther, Michael Kremer, and James Robinson (2003) 
‘Understanding technology adoption: Fertilizer in Western Kenya, 
preliminary results from field experiments.’ Mimeo, MIT 

Fang, Hanming, Glenn C. Loury (2005). “Toward an Economic 
Theory of Dysfunctional Identity,” Chapter 2 in Chisropher B. Bar-
rett (2005). The Social Economics of Poverty: On Identities, Communities, 
Groups, and Networks, Routledge, London. 

Girma, Sourafel, and Abbi Kedir (2005). “Heterogeneity in returns 
to schooling: Econometric evidence from Ethiopia,” Journal of Devel-
opment Studies, 41:8, 1405–1416. 

Goldstein, Markus, and Christopher Udry (1999) “Agricultural in-
novation and resource management in Ghana.” Mimeo, Yale Univer-
sity; Final Report to IFPRI under MP17 

5 

  
 
 
 

Table of  Contents 
 

Page 
 

Welcoming Statement 
Tamrat Kebede, Executive Director InterAfrica Group …………….…      1
  
Proceedings of the Symposium……………………………...      3 
 
State and Dynamics of Poverty in Ethiopia 
Marit Y. Kitaw & Andinet D. Woldemichael  ……………………...    21 
 
A Sociological Perspective on the  
Causes of Economic Poverty and Inequality  
in Ethiopia 
Philippa Bevan and Alula Pankhurst …………………………...…    73 
 
Aspirations Failure and Well-Being outcomes 
 in Ethiopia Towards and Empirical Exploration 
Tanguy Bernard, Stefan Dercon, and Alemayehu Seyoum  ………...….   177 
 
 
 

 



6 

 

 203 

 References 

Akerlof, George and Rachel Kranton. 2000. “Economics and Iden-
tity,” The Quarterly Journal of Economics, 115 (3), 715-753. 

Akerlof, George and Rachel Kranton. 2002. “Identity and School-
ing: Some Lessons for the Economics of Education,” Journal of Eco-
nomic Literature, 40 (4), 1167-1201. 

Akerlof, George. 1997. “Social Distance and Social Decisions,” 
Econometrica, 65 (5), 1005-1027. 

Appadurai, Arjun (2001). "The Capacity to Aspire: Culture and the 
Terms of Recognition," Draft.   

Ashraf, Nava, Dean Karlan, and Wesley Yin (2006). “Tying Odys-
seus to the Mast: Evidence from a Commitment Savings Product in 
the Philippines,” Quarterly Journal of Economics, forthcoming. 

Banerjee, Abhijit Vinayak, Roland Bénabou, and Dilip Mookherjee 
(eds.) (2006). Understanding Poverty, Oxford University Press, New 
York. 

Bendor, J., D. Mookherjee, D. and D. Ray (2001). “Aspiration-
Based Reinforcement Learning in Repeated Games: An Overview,” 
International Game Theory Review, Nos. 2 & 3, 159–174. 

Bertrand, Marianne, and Sendhil Mullainathan (2001) “Do People 
Mean What They Say? Implications for Subjective Survey Data” 
American Economic Review, 91, 2: 67-72 

Bertrand, Marianne, Sendhil Mullainathan, and Eldar Shafir (2004). 
“A Behavioural Economics View of Poverty,” American Economic 
Review, 94, 2: 419-423. 

Blume, Lawrence E., Steven N. Durlauf (July 22, 2005). “Identifying 
Social Interactions: A Review,” mimeo.  

Bowles, S. (2005). “Institutional Poverty Traps.” In S. Bowles,             



202 

 Similarly, identifying the relationship between aspiration windows 
and aspiration levels is not straightforward. At the individual level, 
one may find the same problem as above in that the observed rela-
tionship between aspiration window and aspiration levels could be 
partly driven by common factors (cf (i)) or reverse causality (cf (ii)). 
An additional problem arises with respect to the aspiration window. 
Because a respondent’s behaviour may influence the aspiration lev-
els as well as behaviour of members of her aspiration window, the 
observed correlation between aspiration window and aspiration lev-
el may well be overstated. At the same time, sorting may occur in 
that higher aspiration individuals may interact more with each other 
even if they do not influence each other’s aspiration level. 
 
At this stage, a number of theoretical as well as empirical insights 
may be drawn from so-called social interactions literature. Accord-
ingly, individuals interact directly with one another, in a number of 
direct dimensions rather than indirectly via the effects of individuals 
on market prices - such direct interdependences in behaviours and 
outcomes are sometimes known as non-market interactions to em-
phasize the fact that these interactions are not regulated by the price 
mechanism.  For instance, Manski (Summer 2000) identifies three 
broad channels via which individuals interact with one another – 
constraints, expectations, and preferences. 
However, unless the identification and/or generation of robust in-
struments can be achieved, one’s aspiration window will remain en-
dogenous, and causality difficult to establish. One way of doing so is 
via an experiment designed to influence the aspiration window inde-
pendently from the individual’s characteristics or socio-economic 
environment. Such an experimental approach is the second compo-
nent of the further research that we will conduct. 
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 Welcoming Statement 
Tamrat Kebede, Executive Director InterAfrica Group 

 
 
Excellencies 
Distinguished Guests  
Ladies and Gentlemen 
 
It is a pleasure and an honor for me to welcome you on behalf of 
InterAfrica Group and my self to this crucial symposium on the 
Ethiopian economy targeted at poverty and organized under the 
title:  “Poverty, Dimensions, Dynamics and Response Options”. 
 
As you may recall, in 1992 and 2000 InterAfrica Group had         
organized a number of symposiums covering a range of policy        
issues related to the overall economic performance of Ethiopia. In 
our consideration of this year’s symposium, it was noted that         
reviews of macro and sectorial economic performance are conduct-
ed regularly by several research institutions including the World 
Bank, the African Development Bank, the Ethiopian Economic 
Association/ Ethiopian Policy Research Institute and others. It was 
therefore agreed that it would be more useful if InterAfrica Group 
alternatively facilitates researches and provides focused forums 
which offer an opportunity for intensive and comprehensive         
deliberation on specific economic issues that are of critical             
importance to the country’s prevailing economic reality.              
Accordingly, poverty was chosen as our topic for today’s symposi-
um.   
 
With a low per capita income of 110 US dollars, and an estimated 
people between 6 to 13 million at risk of starvation annually, as indi-
cated  by various reports, Ethiopia stands as one of the poorest 
countries in the world. In view of this reality, EPRDF has               
introduced and implemented a series of deliberate economic reform 
policies aimed at mitigating poverty. Yet, the result of these reforms 
is mixed; though over the years a steady economic growth is           
observed, persistent poverty in both the rural and urban areas is also 
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 witnessed. Hence, there is need for a through quantitative and   
qualitative analysis of the country’s poverty to properly grasp its 
multi-faceted aspects that entails the dynamics and the social and 
cultural dimensions.  
 
Establishing the various parameters, collecting the relevant data and 
providing them with quantitative and qualitative interpretation   that 
would accurately reflect the over-all dynamic process of poverty is 
an extremely challenging and difficult task. I would therefore like to 
thank particularly Dr. Marit Kitaw, Ato Andinet Delelegn,            
Drs. Alula Pankhurst and  Philiipa Bevan and Drs. Alemayehu        
Seyoum, Tanguy Bernard and Stefan Dercon  for preparing and 
sharing with us their  commendable research papers at this           
symposium.       
 
I trust the issues articulated by these distinguished scholars and the 
subsequent deliberation of the symposium will broaden the under-
standing of the poverty in our country, and shall facilitate the        
development of concrete recommendations that will result in         
appropriate and timely policy measures, as well as  targeted resource 
allocations to combat the  challenges of poverty.                                        
 
Thank you.                              
 
 
I now call upon Dr. Mulat Demeke to kindly moderate the            
symposium. 
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 spondent’s characteristics and therefore bias inference, are the ma-
jor problem of the latter. As noted by Bertrand and Mullainathan 
(2001), the extent of these problems depend not only on the way 
questions are being asked, but also on how the resulting data are 
being used.  
 
The dataset described and used above will also be deployed to          
further explore these measurement issues. Overall, the survey con-
tains a number of attempts to measure aspiration levels. These in-
clude direct questions relating to the respondent’s role model, as 
well as more indirect questions aimed at revealing the importance of           
particular aspects of life through a series of trade-off questions.  
Finally, aspiration level can be revealed by choice in response to 
hypothetical questions regarding amount and types of investments. 
The extent to which these measures are consistent and give an accu-
rate picture of aspiration levels is yet to be systematically estab-
lished, however. Thus the first objective is to document measure-
ment issues using this dataset, subsequently identify valid measures 
of aspirations levels, and characterize respondents’ aspiration           
windows. It may also be possible to pilot some instruments to          
explore validity further.   
 
Identification issues 
The second objective is to generate plausible insights regarding the 
formation of aspirations and how they affect current behaviour, the 
aim being to help uncover eventual policy levers. Identification 
problems are likely to challenge the realisation of this objective.  
Specifically, it would be difficult to identify causal relationships net 
of confounding factors including reverse effects. For instance, a 
positive correlation between aspiration and investment may be the 
joint result of (i) individual characteristics affecting both aspiration 
and behaviour (for instance schooling levels, wealth, and family 
background), (ii) a causal relationship between investment and         
aspiration (the successful investor may in turn revise his/her aspira-
tion to a higher level, or (iii) a causal relationship between aspiration 
and investment – the one we aim to identify. 
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 This section has provided preliminary, although robust empirical 
evidence that demonstrated the relevance of the “aspiration frame-
work” to the analysis of poverty dynamics. In particular, the results 
suggest that low aspirations characterize a large proportion of the 
surveyed population and may significantly influence their future-
oriented behaviour. Therefore, more rigorous and targeted analysis 
is justified.  The next section outlines some of the components of 
such analysis. 
 
V. TESTING THE THEORY-ASPIRATION GAPS 
AND INDIVIDUAL BEHAVIOUR 
 
The theory outlined above predicts that individual economic behav-
iour is conditioned by the corresponding aspiration gap. The size of 
this gap reflects the width of the relevant aspiration window which, 
in turn, is determined by social and individual factors. The theory 
also suggests a solution to the aspiration failure problem it identi-
fies: “enlarge” the relevant aspiration windows. This, in principle, is 
a testable proposition.  
 
Several problems arise when empirically testing the relationships 
described above. Measurement and identification problems are par-
ticularly pertinent. The first relate to the measurement of aspirations 
and aspiration windows. The second relate to the identification of 
causal relationships between aspiration windows, aspirations and 
behaviour. We detail these issues below and outline some directions 
towards addressing them in subsequent analysis.  
 
Measurement issues 
The measurement of aspirations is likely to raise several issues - is-
sues akin to those identified in the recent literature on happiness 
measures. Aspirations and aspiration levels can be read from ob-
served behaviour – just like preferences can be revealed by observed 
choices. Or, aspirations can be directly measured through subjective 
assessments by respondents themselves. The main question with the 
former is the extent of the link between observed choice and aspira-
tions. Measurement errors, which may be correlated with the re-
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 Proceedings of the Symposium on  
Poverty: Dimensions, Dynamics and Response Options  

 
09 May 2008 

 
 

Ato Tamrat Kebede, the Executive Director of IAG, opened 
the symposium by welcoming the paper presenters and        
participants. In his welcoming speech, he pointed out that  
reviews of macro and sectoral economic performance have 
regularly been conducted by various organizations such as the 
World Bank, the African Development Bank and the          
Ethiopian Economic Association. He noted that it would be 
more useful if the IAG alternatively facilitates researches and 
provide focused forums, which offer an opportunity for inten-
sive and comprehensive deliberations on specific economic 
issues that are of critical importance to Ethiopia’s prevailing 
economic reality. Ato Tamrat also underlined that it is in this 
spirit that poverty was chosen as a topic for the  symposium. 
He indicated that persistent poverty, in both rural and urban 
areas, combined with a low per capita income, is a huge          
challenge to the country; and emphasized the urgent need for 
a rigorous quantitative and qualitative analysis aimed at a         
better grasp of the different dimensions and determinants of 
poverty in Ethiopia which would initiate measures to reduce 
the magnitude of poverty both spatially and temporally.  
 
Ato Tamrat then called upon Dr. Mulat Demeke to moderate 
the symposium. 
  
Dr. Mulat made brief introductions of the paper presenters 
and invited the presenters to take the floor. 
 
The first paper presented was a joint paper written by two  
authors, namely, Dr. Marit Kitaw and Ato Andinet Delelegn 
under the title “State and Dynamics of Poverty in Ethiopia.” 
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 Ato Andinet’s presentation mainly focused on the quantitative 
aspects of the level of poverty in Ethiopia. He provided         
empirical evidence on the dynamics of poverty in Ethiopia 
using panel data. On the other hand, Dr. Marit focused on the 
non-income/consumption dimensions of poverty such as 
health, access to safe drinking water and to nutrition.   
 
In his presentation, Ato Andinet underscored several points 
regarding the state and dynamics of poverty in Ethiopia. He 
stated that while the number of households in persistent         
poverty was relatively low in both urban and rural areas from 
1994 to 2004, a very high majority in rural areas and a majority 
in urban areas was poor, at least once during the same period. 
Ato Andinet mentioned that poverty was more rampant in 
rural areas in both 1994 and 2004. He also pointed out that 
whereas poverty has increased in certain cities like Bahir Dar, 
Dessie, Dire Dawa and Jimma, it has declined in others such 
as Addis Ababa and Mekele. Moreover, his empirical findings 
indicated that the gap between the poor and the non-poor has 
widened in urban areas. In conclusion, he underscored that 
persistent poverty is directly and significantly associated with 
family size, limited ownership of land and oxen, unemploy-
ment, age and female gender of the household head.  
 
With regard to the non-income dimension of poverty,         
Dr. Marit indicated that there is a considerable improvement 
in the performance of the education sector, especially in     
raising the enrollment of children in primary schools.       
However, she pointed out, enrollments in secondary and ter-
tiary education are relatively low although in progress. In     
contrast, she noted, the situation in the health sector is highly 
concerning. Life expectancy at birth has declined from 1990 to 
2004. Moreover, infant mortality rate and chronic malnutrition 
while in decline still remains at a high level. The percentages 
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 In order to clearly identify the role of the aspiration indicator, it is 
necessary to rule out other potential sources of explanation which 
may be correlated with aspiration levels. Indeed, several factors may 
compete in explaining one’s investment behaviour including the 
lack of complementary assets, the exposure to income shocks, lack 
of information, identity traits, missing markets and limited local in-
vestment opportunities. To account for these alternative explana-
tions, various controls at the individual, village and household-level 
were progressively added. In columns 2, 5 and 8, we include individ-
ual-level variables to control for identity traits, life cycle effects and 
human capital. In columns 3, 6 and 9, we include village-level fixed 
effects to control for local economic opportunities, missing markets 
or particular local customs.  
 
Overall, the results give fairly strong support to the existence of 
aspiration failures. They are consistent both within each repayment 
period considered as well as across periods. As shown in the first 
three columns, ‘higher aspirations’ play a significant role in potential 
demand for credit. Such effect remains significant across the three 
specifications. However, this effect diminishes in magnitude as 
more controls are added, consistent with the idea that aspirations 
may be correlated with gender, age or education level, (column 2), 
or other village-level factors (column 3). The results in column 3 
indicate that, on average, a person who believes that work is the 
primary driver of success – as opposed to fate - would have a 13% 
higher demand for one-year loans.  
 
Comparing the results on the aspiration-related variable across the 
time horizon considered, two observations are to be made. First, 
results related to the five years loan period are not significant (in line 
with the results in Table 3). Second, the size of the effects appear 
constant across time horizons in relative values - results in column 9 
also indicate a 13% higher demand for those individuals with 
‘higher aspirations’. Finally, and although not reported here, a num-
ber of village fixed-effects were significant, indicating somewhat of 
a clustering of the demand for credit behaviour.  
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 Table 5. Aspirations and aspirations failures (3) 
  One year loan Five years loan Ten years loan 
  (1) (2) (3) (4) (5) (6) (7) (8) (9) 

                    
‘higher 
aspira-
tions’ (0/1) 

33
7.2
8 

281.
62 269.58 

184.
32 

95.5
7 93.73 

53
4.8
0 

474.3
8 

489.
93 

  
(2.
73) 

(2.2
9) (2.33) 

(1.0
5) 

(0.5
5) (0.55) 

(2.
35) (2.08) 

(2.2
3) 

                    

Woman 
(0/1)   

-
526.
33 

-
756.03   

-
519.
79 -709.07   

-
112.9

9 

-
316.
70 

    
(3.4
3) (5.30)   

(2.3
7) (3.30)   (0.39) 

(1.1
1) 

                    

Age   
-

0.49 7.85   
56.5

1 71.22   89.66 
100.
77 

    
(0.0
2) (0.35)   

(1.6
4) (2.11)   (1.96) 

(2.2
6) 

                    

Age2   

-
0.06

2 -0.146   
-

0.80 -0.92   -1.25 
-

1.31 

    
(0.2
5) (0.62)   

(2.2
4) (2.64)   (2.62) 

(2.8
3) 

                    

Schooling 
(0/1)   

641.
60 169.79   

596.
49 96.95   45.73 

-
430.
93 

    
(4.7
2) (1.31)   

(3.1
3) 

(0.51) 
   (0.19) 

(1.7
7) 

                    
Village-level 
fixed effects     Yes     Yes     Yes 
                    
                    
Number 
observations 

11
92 

119
2 1191 

119
2 

119
2 1191 

11
92 1192 

119
1 

Censored 
obs 

22
8 228 228 311 311 311 

44
3 443 443 

 (at credit 
demand = 
0)                   
(a) Reported are marginal effects at mean of independent variable     
(b) t statistics in parenthesis, *** = significant at 1% level, ** = significant at 5% level, * = 
significant at 10% level 
(c) Dependent variables:  1-year loan : mean = 2048, standard deviation = 2183 
                                          5-year loan : mean = 3041, standard deviation = 2792 
                                         10-year loan : mean = 3549, standard deviation = 3492 
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 of the population with access to safe drinking water and to 
sanitation are also still very low. 
 
In concluding her presentation, Dr. Marit pointed out that 
while there are some improvements on the non-income         
dimensions of poverty such as education, health, nutrition and 
access to safe drinking water, a lot still remains to be desired 
to alleviate poverty in the country. 
 
The next speakers were Dr. Alula Pankhurst and Dr. Philippa 
Bevan. Their presentation was titled “A Sociological Perspec-
tive on the Causes of Economic Poverty and Inequality in 
Ethiopia.” The presenters expressed their appreciation to        
InterAfrica Group for the opportunity they were given to pre-
sent their research work, which is in progress, at the          
symposium. They stated that their paper looks into the issue 
of Ethiopia’s poverty (and non-poverty) deconstructing          
country level measures into the nested meso- and micro-        
levels of regions, livelihood systems, communities, households 
and people.  
 
In their presentation, Dr. Pankhurst and Dr.Bevan outlined 
three multi-level systems involved in the re/pro/duction 
(reduction, production or reproduction) of Ethiopia’s poverty: 
the economic livelihood system, the political management   
system and the cultural system. In relation to economic            
livelihood system, the speakers underscored the need to make 
a distinction between agriculturalist, pastoralist, and urban 
livelihood systems, although there are structural relationships 
between the two. In this connection they also emphasized the 
need for further deconstruction within each based on rich 
knowledge rather than simple indicators.  
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 Regarding the  political management system, the authors        
underlined the need for deconstruction of poverty incidence 
by Regions, Zones, Woredas, Kebeles and households.  The 
authors also highlighted the importance of cultural systems in 
relation to poverty. In particular they discussed poverty result-
ing from exclusion, exploitation, domination, and/or            
violation. In this regard, the authors stated that policy thinking 
which ignores politics and culture will be ineffective and          
possibly counter-productive.  
 
Dr. Mulat thanked the presenters for sharing their excellent 
research findings to the symposium and briefly introduced the 
discussants on the two papers: Dr. Haile Kibret on State and 
Dynamics of Poverty, and Ato Dessalegn Rahmeto on            
sociological dimensions of poverty.   
 
Dr. Haile started his comments by highlighting the positive 
qualities of the paper on state and dynamics of poverty in 
Ethiopia.  He stated that the paper is comprehensive and well 
presented. The methods of data analysis are standard and the 
results reported are consistent. In this regard, he indicated that 
he does not have much comment on the substance of the         
paper. However, he pointed out that there are various issues 
which the authors should take into consideration to improve 
their paper.  
 
The first issue Dr. Haile raised related to the structure of the 
paper. He stated that the paper should present separate        
sections for its objectives as well as for review of the literature 
on poverty. He also pointed out that some issues which were 
already presented in the results and discussion section of the 
paper should have been rather presented and discussed as part 
of the review of the literature on poverty.   
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 As a further step towards a more rigorous testing strategy, determi-
nants of the amount a respondent would borrow if he/she were 
offered a loan were investigated econometrically.  To see whether 
aspirations play a significant role in this choice, the destiny-related 
indicator of aspirations is included as a regressor.  Figure 5 has 
shown that a number of individuals indicated that they would rather 
not take a loan if it was offered to them. A Tobit estimator is used 
to account for this censoring of the data. The estimation was run 
for each of the three proposed repayment periods: one year, five 
years, and ten years. The marginal effects, calculated at the means of 
the independent variables, are reported in Table 5.  
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 The types of investment the respondent would make if he/she were 
lent the money were considered next. To this end, answers were 
classified into three categories. The first category groups all short 
term investments such as expenditure immediate food consumption 
and household consumables. The second category groups what are 
identified as medium term investments. Specifically, investments 
aimed at enhancing the respondent’s capacity within his/her present 
activity are included. Purchases of farm implements of all kind, oxen 
and other cattle fall into this category. Finally, the third category 
captures investments that are meant to help people break-out of 
their current socio-economic status. Such investments encompass 
education (respondent's own or his/her kids’) or the start of a new 
business. The next question considered is whether `lower aspiration' 
individuals would, as suggested by the theory, invest in shorter term 
activities than their `higher aspiration' counterparts. the results are 
relatively clear in that very few individuals would invest in immedi-
ate consumption in both cases, although higher aspiration individu-
als would invest significantly more often in long term activities 
(Table 4).  
 
Table 4. Aspirations and aspirations failures (2) 

 
 
 
 
 

 Use of hypothetical loan 
(1) 

Total 
(2) 

‘higher aspi-
ration’ 

(3) 
‘lower 

aspiration’ 
Short term investment (immediate con-
sumption) 

3.95 
3.79 4.37 

Medium term investment (farm imple-
ments, oxen) 

42.82 
40.44 48.81 

long term investment (Education, new 
business) 

53.22 
55.77 46.93 

             Person Chi-square(2) = 5.8039, Probability = 0.05 
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 Dr. Haile further indicated a clarification issue on certain  
findings and on the consistency of some statistical figures/
data. He mentioned that some of the results are presented 
without being given sufficient explanation. To demonstrate his 
points, Dr. Haile asked, for instance, why it was indicated that 
Jimma has the highest incidence of poverty in 1994. He also 
pointed out that the GDP per capita of 110 USD reported by 
the authors contradicts GDP per capita of 171 USD reported 
by MOFED. Hence, he advised the authors to mention their 
source of data/information. Out of curiousity, Dr. Haile also 
asked the authors how they came up with a Gini coefficient 
value of 0.50 for urban areas.  
 
Dr. Haile  noted that the authors seemed to ignore or under-
estimate the difference between possible causes and actual 
causes of poverty. Nevertheless, he pointed out that the          
authors have identified a host of potential economic, social, 
political and environmental factors determining the state and/
or dynamics of poverty. However, these factors may not be 
equally important for all kinds of poverty in all areas all the 
time.  
 
Regarding data measurement, Dr. Haile stated that the authors 
have used both monetary and non-monetary measurement 
and analysis of poverty. However, in the interest of               
parsimony, it would be important to focus on one approach 
for the empirical analysis and confine other details/
approaches in the review of the literature.  
 
The last point raised by Dr. Haile was on the authors’ policy 
recommendations. In particular, he stated that not all           
recommendations indicated in the paper are based on the          
authors’ empirical analysis. According to Dr. Haile, some        
recommendations are very general and difficult to implement 
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 in practice. Moreover, they are not based on the empirical  
results of the authors’ own study. Hence, it is better if the        
authors limit their recommendations exclusively to those        
directly related to their empirical findings.  Furthermore, many 
of these recommendations are already being implemented by 
the Government. Therefore, the recommendations must focus 
on what is not being addressed by Government currently, i.e. 
show the gaps in policy and indicate how these gaps should be 
filled.  
 
The next discussant was Ato Dessalegn Rahmeto. He           
commented on Dr. Pankhrust and Dr. Bevan’s paper on         
sociological dimensions of poverty. Ato Dessalegn began his 
comments by saying that the paper is a very detailed and   
complex manuscript. It analyses poverty from a sociological 
perspective and a variety of analytical work has gone into it. 
However, Ato Dessalegn raised a number of questions and 
comments on the paper. These included: why and based on 
what criteria did the authors choose to use four categories of 
poverty for their analysis among the many which exist in the 
poverty literature?  Did the authors assign any weight on the 
different factors they have listed in the four categories of  
poverty? 
 
Stressing on the authors’ empirical findings, Ato Desalegn also 
noted that the surveyed communities have different levels of 
poverty. Specifically, he mentioned that communities which 
rely on cash crops (i.e., coffee and chat) and are better         
integrated to the market have not done well in reducing          
poverty. On the other hand, the authors’ findings disclosed 
that those which are dependent on cereals/food crops            
production seem to have been better off. Ato Desalegn said 
these two findings clearly contradict with the assumptions 
made in or expectations of both the PASDEP and the World 
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 Figure 5 : Demand for credit, by length of repayment period 

 
 

In Table 3, the average loan amounts demanded are linked to the 
respondents’ level of aspiration. The results are rather clear, show-
ing that one would borrow significantly more if he/she feels in con-
trol of his/her life. In other words, and as expected, differences be-
tween low aspiration and high aspiration individuals are significant, 
the latter being significantly more willing to take a loan for all ma-
turity periods.  
 
Table 3. Aspirations and aspirations failures (1) 

 
Source: Own computation from the Path to Self-resiliency Survey (2007). 

  (1) 
Total 

(2) 
‘higher 
aspira-
tion’ 

(3) 
‘lower 
aspira-
tion’ 

Difference 
(2)-(3) 

(p-value) 
Amount borrowed for one 

year 2055 2131 1883 0.07 

Amount borrowed for 5 years 3051 3074 3001 0.67 
Amount borrowed for 10 

years 3561 3699 3248 0.03 
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 IV. ASPIRATION FAILURES 
 
The hypothesis enunciated in Section II states that narrow aspira-
tion windows engender very narrow or very wide aspiration gaps 
and ultimately lead to aspirations failure - as per the discussions in 
the previous Section, respondents in our survey tend to be better 
characterize by narrow aspiration gaps. If verified, such hypothesis 
provides a clear direction to address aspiration failures. 
 
Aspiration failures occur when individuals are unwilling to make pro
-active investments to better their own lives. In the present context, 
a person with a narrow aspiration gap would tend to under-invest as 
compared to one with a reasonably wide gap. Respondents were 
asked a set of questions regarding credit.  
 
Q 21: A banker came to you and offered to lend you any amount of money 
you ask… 
 
a. 1: How much would you ask for if the loan was payable in 1 year? 
 2: What would you use this money for? 
b.  1: How much would you ask for if the loan was payable in 5 years? 
 2: What would you use this money for? 
c. 1: How much would you ask for if the loan was payable in 10 years? 
 2: What would you use this money for? 

 
Their responses provide part of the information needed to validate 
the hypothesis that narrow aspiration gaps would lead to aspiration 
failures. Figure 4 presents the distribution of answers to the first 
part of each question. Note that the amounts that would be bor-
rowed remain relatively small, even for a 10-year repayment period 
(as a rule of thumb, one USD is roughly equal to 10 Birr). These 
amounts however increase with the length of the repayment period. 
It is notable that a large proportion of individuals (17 %) are not 
interested in taking any loans, and that it increases as the time hori-
zon expands, suggesting a fear of commitment probably due to un-
certainties about future economic status.  
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 Bank. He asked the authors to further clarify these issues.  
 
Commenting on claims about the novelty of the paper,       
Ato Dessalegn said  the authors’ claim that they have come up 
with identifying new causes of poverty does not sound right. 
According to Ato Dessalegn, what they have done does not 
go beyond a new classification of existing causes of poverty. 
In this regard,  he asked the authors “do we really need such a 
sophisticated analysis of poverty in Ethiopia where we do 
know most of the causes; and if we do, does this take us any 
further than we already know now?”   
 
Dr. Mulat then thanked both the discussants for making their 
insightful and constructive comments and invited the authors/
presenters to react to the questions and comments raised by 
the discussants.  
 
Responding to the comments and questions on their paper, 
Dr. Marit and Ato Andinet agreed that the paper will be         
re-structured and the discussant’s specific comments will be 
used in the course of revising the final version of the paper. 
On the statistical/data issues they responded that the source 
of USD 110 GDP per capita is World Development Indicator 
(2005). Particularly, they mentioned that different sources  
provide different figures on Ethiopia’s GDP per capita.        
However, to avoid confusion to readers they agreed to stick to 
one source of information on this matter throughout the        
paper. On the policy recommendations, they also said they 
appreciated the comment by the discussant and stated that 
they will revise the recommendations in the light of their        
empirical findings as suggested.  
 
The moderator thanked the presenters for their reactions and 
opened the floor for questions and comments from the         
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 participants.  A number of comments and questions were 
raised by participants on the findings and recommendations of 
Dr. Marit and Ato Andinet. A participant asked why the           
authors recommended restricting rural-urban migration given 
the fact that Ethiopia is still one of the least urbanized         
economies in Africa.  Another participant asked the paper    
presenters if they have any empirical evidence that rural-urban 
migration accounts for rising magnitude of urban inequality in 
Ethiopia. Participants also raised questions on the relationship 
between people’s perception of poverty and the quantitative/
objective evidence about poverty, the relation between           
poverty and environment, the domestic and global causes of 
poverty in Ethiopia, and on addressing the poverty situation in 
Ethiopia using a “rights-based” approach vis-à-vis a            
“basic-needs” approach. 
 
Responding to the questions, Dr. Marit and Ato Andinet        
explained that their recommendation on restricting rural–
urban migration is based on the observation that emerging/
new urban centers do not seem to have enough capacity to 
absorb an increasing number of rural-urban migrants because 
these centers are not creating enough jobs. At the same time 
they commented that the issue of rural-urban migration and 
its linkage with poverty requires further empirical research.  
 
Dr. Marit also appreciated the comment about the importance 
of environment for poverty reduction and acknowledged that 
this factor was not fully captured in their present analysis. In 
particular, she mentioned they have used a limited number of 
environmental factors (e.g. drinking water and sanitation) in 
the paper. Reacting to the question on causes of poverty, Ato 
Andinet stated that global causes of poverty and poverty 
measurement based on “rights-perspective” are not the focus 
of their empirical study.    

193 

 In Table 2, we assess the relationship between aspiration gap and 
aspirations. Again, we report simple tests of differences in propor-
tion between individuals with ‘higher’ and individuals with ‘lower’ 
aspirations. Again, the results illustrate the non-trivial relationship 
between aspirations and aspirations gap. On the hand, higher aspira-
tions’ individuals believe they are able to close their aspiration gap 
as reported by their broader belief that they can be as successful as 
their role model in a short period, and they tend to be happier. On 
the other hand, they also are the ones willing to change their activity 
and place of residency if need be, in fact indicating a potentially 
larger gap than ‘lower aspiration’ individuals.  
 
Table 2. Aspirations and Aspiration gap 

 
Source: Own computation from the Path to Self-resiliency Survey (2007). 

 
Overall, and while based on interpretations, these results do support 
the claim that lower aspiration individuals are likely to be the ones 
with lower aspiration gaps, thereby more prone to aspiration fail-
ures. 
 
 
 
 

  (1) 
Total 

(2) 
‘higher 
aspira-
tion’ 

(3) 
‘lower 
aspira-
tion’ 

Difference 
(2)-(3) 

(p-value) 

1. Can become as success-
ful as role model within 
five years 

72.8 75.2 66.8 0.00 

2. Would like to change 
main income earning activi-
ty 

45.5 47.7 40.5 0.02 

3. Is willing to move to 
improve standard of living 28.0 29.9 23.9 0.03 

4. Is happy or very happy 
(instead of unhappy or very 
unhappy) 

71.3 74.7 63.9 0.00 
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 er individuals are on average happier than poorer ones, people do 
not necessarily become happier as they become richer, due to the 
growth of aspirations as income does.  
 
Brought to the present context, it may be safe to say that happiness 
can be linked to satisfaction with one's circumstances, while unhap-
piness indicates that one wishes things were different. Self-assessed 
state of happiness would thus be related to 'how far the person 
wants to go' or his/her aspirations gap. However, one’s happiness 
may also be positively linked with one’s feeling of moving forward – 
towards eventually closing a gap - which, can be associated with a 
smaller or a larger gap. The vagueness of the relationship between 
happiness and aspirations – or more generally between aspirations 
and aspirations gap - is also found in Figure 4, where plotted predic-
tion of one’s happiness against his/her self-assessed poverty status 
does not exert a clear pattern.  
 
Figure 4. Happiness (aspiration gap) and poverty 
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 After Dr. Marit and Ato Andinet responded to the questions 
from the audience, Dr. Mulat gave the chance to                  
Dr. Pankhrust and Dr. Bevan to react to Ato Dessalegn’s            
questions and comments on their paper. The authors appreci-
ated the constructive comments and important questions of 
the discussant. Dr. Pankhurst and Dr. Bevan pointed out that, 
although the densely populated Enset producing areas of Ethi-
opia seem to have a larger incidence of poverty they do not 
have enough clarification about it yet. On the other hand, they 
said, coffee/chat growing areas tended to be worse off in 2004 
than they were in 1994.  According to the authors, the sur-
veyed communities were not a representative sample of the 
entire communities in Ethiopia and as such the present      
conclusion cannot be generalized to the entire country.        
Moreover, the authors have emphasized that it is important to 
be cautious in interpreting the linkages between market access, 
cash crops production and poverty in diverse contexts. On 
this point, they pointed out that cereal/food crop producers 
are also engaged in different market activities. 
 
On the linkages between inequality and commercialization, the 
authors indicated that inequality seems to grow with commer-
cialization, and argued that this implies poverty will also be a 
problem as commercialization proceeds.  
 
Speaking on why their analysis of poverty is more useful than 
the one documented in the World Bank and PASDEP, the 
authors pointed out that there is a lumping together of various 
causes of poverty in the latter, and as such, there is a lack of 
adequate understanding of at which levels, from the macro to 
the micro, particular causes originate, how they spread and 
how they move up and down. In this respect, Dr. Pankhurst 
and Dr. Bevan claimed that their paper provides a new and 
useful perspective which people that try to understand poverty 
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 need to take into account. In this connection, they noted the 
complexity raised by Ato Dessalegn will necessarily be there in 
such attempts to understand the diversity in livelihood        
systems and causes of poverty. 
 
Dr. Pankhurst and Dr. Bevan further pointed out that in fact, 
the existing policy in Ethiopia does to a certain extent         
differentiate on agriculture, pastoralism and urban. However, 
it should be understood that the different types of agricultural 
communities, pastoral communities and urban communities 
reveal internal differences in considerable magnitudes.        
According to the authors, a simple categorization may not ad-
equately reflect internal differences within these communities. 
In this respect, they re-emphasized the need for further re-
search and policy thinking.    
 
A number of questions and comments were raised on          
Dr. Pankhrust and Dr. Bevan’s paper. One participant raised 
an issue of clarification regarding how the authors have            
differentiated different causes of poverty from consequences. 
In particular, he asked, whether malnutrition is a cause or  
consequence of poverty, or both at the same time.                 
Concurrently, he commented that it is important to be        
cautious in listing and explaining causes of poverty. 
 
Another participant raised a question on whether Ethiopia has 
an appropriate database system to deconstruct poverty profiles 
for the kinds of analyses that the authors have presented. A 
related question was on how to integrate qualitative and        
quantitative survey data for deconstructing poverty.  
 
Responding to the question on data requirements of           
deconstructing poverty, the authors stated that deconstructing 
poverty based on individual cases requires detailed infor-
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 obtained for narrow and wide aspiration gaps.  
 
Several indicators – albeit all partials – may be used to characterize 
this gap. First, we note that 73% of the respondents believe that 
they could become as successful as their respective role model with-
in five years. These results overall suggest that, for most           re-
spondents, the distance between aspired and current states is not 
perceived to be very wide. This is further supported by the respond-
ents’ low desire for change. Indeed, only 45 percent of them were 
ready to change their main income earning activity (predominantly 
farming), and 28 percent were willing to move to somewhere else 
even when this would lead to improved standard of living – recall 
that all respondents were sampled from districts considered as 
amongst the most deprived areas of Ethiopia. Overall, we believe 
that these results indicate a somewhat narrow aspiration gap.  
 
This can be substantiated using respondent's self-assessment of his/
her state of happiness as another indicator for his/her aspiration 
gap. This use is reasonable given the consistent associations be-
tween socioeconomic variables (such as income, unemployment, 
health, marital status, gender, race, and age) and reported happiness 
were found by a large body of research spanning both developed 
and developing countries (Di Tella, MacCulloch, and Oswald (July 
30, 2002), Layard (2003), and Graham, Eggers, and Sukhtankar 
(2004), Stutzer (2006)). The line of causality is not always clear, 
however and admittedly, happiness itself is a rather vague measure 
and can lead to various interpretations.  
 
It is rather striking to see that more than 70% of the respondents 
indicated that they were either happy or very happy, while less than 
30% said otherwise. Despite widespread poverty, such levels of 
'happiness' have been observed in many developing countries (see 
Duflo and Banerjee, 2005). Establishing a simple relationship           
between one’s aspiration and his/her aspiration gap may be chal-
lenging, as aspirations can evolve and be reassessed ass one moves 
towards his/her goals. Such dynamics have for instance been         
observed in the happiness literature where one finds that while rich-
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 These indicators can be further illustrated by their relationship to 
aspiration level. According to the theory discussed in the previous 
Section, one’s aspiration window should be positively related to    
aspiration level. In Table 1 we report simple tests of difference in 
response to ‘aspiration window’ related questions mapped onto the 
‘aspiration level’ indicator discussed above. At this stage, these         
results may not be interpreted as causality. For instance, one’s win-
dow can itself be the result of a higher aspiration individual’s choice 
to seek more information, or of a third set of factor influencing 
both one’s window and her aspiration level. Nevertheless, they do 
suggest that larger windows are linked to higher aspirations.  

 
Table 1. Aspirations and Aspiration windows 

 
Source: Own computation from the Path to Self-resiliency Survey (2007). 

 
Indicators of Aspiration Gaps 
 
The desire to capture the distance between what is aspired to and 
what the current state is underlies the idea of the aspiration gap. 
According to the theory above, it is this gap which determines the 
level of efforts displayed by individuals to better their future. Im-
portantly, and as shown in Figure 1, the same level of effort can be 

  (1) 
Total 

(2) 
‘higher 
aspira-
tion’ 

(3) 
‘lower 
aspira-
tion’ 

Difference 
(2)-(3) 

(p-value) 

Communicate regularly 
with at least one person 
outside the Village? (%) 

66.5 68.0 63.3 0.14 

Communicate regularly 
with at least one person 
outside the District? (%) 

44.2 46.4 39.6 0.05 

Listen to radio more than 
once a year (%) 57.3 61.7 47.2 0.00 

Role model lives in same 
village (%) 88.6 88.8 88.0 0.68 
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 mation. However, at the same time they mentioned that such  
information can be elicited by including case specific (e.g., 
children, elderly, and individuals with disabilities) questions 
within existing standard household questionnaires. On the 
relevance of combining or integrating qualitative and quantita-
tive survey data, the authors argued that there is an increasing 
tendency and practice towards integrating these techniques for 
poverty analysis. The authors also stressed that more and       
better results can be achieved by integrating these techniques 
in poverty research and policy analysis.   
 
Dr. Mulat thanked the presenters and participants for the 
fruitful discussion. After summarizing the key points discussed 
in the session, Dr. Mulat made the point that in the last 3-4 
years a lot has happened in Ethiopia. Ethiopia has registered a 
rapid economic growth and this has possibly contributed to 
the improvement of the poverty situation in the country. The 
country has also implemented new development interventions 
such as productive safety net programs in drought-prone       
areas, subsidized rationing of grain in urban areas to alleviate 
the situation of those hit by chronic poverty. However, there 
is a need for recasting the examination of poverty in light of 
the new challenges (particularly food inflation), and drought at 
this time facing Ethiopia. The key concern, accordingly to       
Dr. Mulat, is “How sustainable is the poverty reduction that 
we are trying to have in this country?” On this issue, Dr.         
Mulat emphasized the need to do more research using new 
approaches and methods to gain a better understanding of the 
poverty situation in the country. With this the morning session 
came to an end.  
 
The symposium continued in the afternoon with Ambasador 
Peter Robleh introducing the presenters and title of presenta-
tions. Dr. Alemayehu Seyoum and Dr. Tanguy Bernard were 
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 the first presenters in this session. The title of their presenta-
tion was “Aspiration Failure and Welfare Outcomes in         
Ethiopia: Towards an Empirical Exploration.”  
 
Based on the theoretical analysis and literature survey they 
outlined in the first section of their paper, the authors tested 
the case for the presence of aspiration failure among          
Ethiopian households. Drawing on different  theoretical        
literature and evidence based on a variety of empirical studies 
from other countries, the authors have argued that economic 
choices that the poor can and do make are not necessarily 
those choices suggested by standard economic reasoning;        
implying that there is room for other explanations regarding 
economic choices. In this respect, the authors stated 
“fatalism” as a key explanation. In particular, they pointed out 
that fatalism is equivalent to not making the necessary         
pro-active ‘investments’ to improve one’s well-being.  
 
Using survey data on household credit demand from rural 
Ethiopia, the authors have tested their proposition. The     
authors pointed out that to a large extent their empirical        
findings provide fairly strong support to the existence of           
aspiration failures in Ethiopia. In particular, they mentioned 
the belief that fate is a primary determinant of success in life 
has a significant and negative effect on households’ demand 
for credit. Moreover, in explaining this linkage the authors 
mentioned that aspiration may be correlated with gender, age, 
education level, outside experience, or long term disabilities, 
and other village-level factors. At the same time, they stated 
that measuring and predicting aspiration failure and separating 
out the effect of individual’s characteristics or socioeconomic 
environment on aspiration failure are the main hurdles to               
establishing empirical relationships between aspiration failures 
and poverty.  
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 Further, one can assess the validity of the claim that the low aspira-
tions displayed by poor individuals are due to their limited aspira-
tion windows, by investigating the relationship between wealth and 
aspiration window. In Figure 3, we report similar estimates as those 
in Figure 2, only this time we assess the probability that one may 
have regular contacts outside his/her district as a function of his/
her self-assessed poverty status. Here also, the results tend to sup-
port the idea of narrower windows for poorer individuals.  
 
Figure 3. Aspiration window and poverty 
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 Although preliminary, these results confirm the correlation between 
one’s sense of control and what would be a finer and more com-
plete measure of aspiration levels. In the following paragraphs, we 
assume that this correlation is monotonous, and therefore we use 
responses to question Q15a to contrast individual with ‘lower’ and 
‘higher’ aspirations. 
 
Indicators of Aspiration Window 
 
According to the discussion in the previous Section, a person’s aspi-
rations are determined by the person’s observation of his/her peers 
to form comparisons, as well as of the information and economic 
opportunities of the local environment. Accordingly, poorer house-
holds have lower aspirations because of narrower windows to ob-
serve from.  
 
The data used here give a relatively strong support to this hypothe-
sis. For instance, for 89% of the respondents their ‘role model’ lives 
in the same Kebele (although there is no close family link between 
the two individuals). Indeed, several “relatively” successful individu-
als are likely to be found in each Kebele. As put by respondents to 
an interview in Holte Kebele: “We have successful individuals who 
are a model for others in their activities to improve their food secu-
rity status”. Nevertheless, the fact that the vast majority of the re-
spondents' role models are their more or less immediate neighbours 
indicate to a rather limited access to outside information.  
 
The respondents' limited exposure to the rest of the world is further 
reflected in the fact that: 92% of all the household heads in the sam-
ple were born in the village they are currently living in, and more 
than 70 percent of responding household heads declare that both 
their first language and their religion is the same as that of the suc-
cessful person or role model they have chosen. In addition, 57 per-
cent of the respondents reported listening to the radio less than 
once a year, one third did not have regular contact with at least one 
person outside of her village, and 44 percent had such contacts with 
individuals outside their district.  
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 Dr. Alemayehu and Dr. Bernard concluded their presentation 
by informing the audience that conducting a controlled field 
experiment is one means of overcoming the problem they 
mentioned above. They further stated that such an experi-
mental approach is the second component of the future re-
search that they will conduct.  
 
The moderator, Ambassador Robleh, then invited Dr. Mulat 
Demeke to make the next presentation. There was no discus-
sant on Dr. Mulat’s presentation as it was prepared shortly  
substituting another paper titled “Growth, Income Distribu-
tion and Poverty in Ethiopia.”, whose  author, Dr. Abebe 
Shimelis, was expected to present at the symposium.  
 
The title of Dr. Mulat’s presentation was “Challenges in  
Tackling Chronic Poverty: Some Broader Observations.”      
Dr. Mulat presented his critical observations based on China’s   
recent development experience. He said China’s recent           
economic development phenomena indicates that making      
accelerated economic growth is possible. He however, noted 
that there are various preconditions and costs to be met for 
this to happen. Dr. Mulat also pointed out the environmental 
and social side effects, which are currently occurring in China 
along with the country’s impressive economic performance.  
 
Following Dr. Mulat’s presentation, the moderator invited Ato 
Tamrat Kebede, the discussant of the paper presented by      
Dr. Alemayehu and Dr. Bernard, to deliver his comments.  
 
Ato Tamrat began by commending the authors for an             
excellent research work aiming at closing a critical gap in       
poverty analysis using an alternative explanation. Noting that 
the ultimate objective of the paper is to apply an aspiration 
failure perspective towards a better understanding of the       
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 poverty  dynamics in Ethiopia and beyond, Ato Tamrat asked 
the authors to what extent their paper has achieved in address-
ing their research objective. He also stated that the paper 
seems to consider an aspiration failure as an individual’s own 
fault which results from the individual’s irrational choice. He 
asked the authors if this is a logical finding or just a               
conjecture. The said assertion, Ato Tamrat added, goes           
contrary to the standard assumption in economics that human 
beings make rational choices based on consideration of         
available alternatives. Ato Tamrat argued that aspiration          
failures may be the result of a decision maker’s careful            
cost-benefit analysis and that this point should be taken into 
account in the discussion of the issue. He pointed out some 
aspiration failures may also be caused by the result of factors 
beyond the control of an individual decision maker. He 
warned that, in the absence of adequate explanation, the paper 
could seem to suggest that “the poor are poor because they 
chose to be poor”.  
 
Reacting to the discussant’s comments Dr. Alemayehu stated 
that the argument in the paper shouldn’t give the impression 
that aspiration failure is an irrational outcome. On the            
contrary, he said, aspiration failure in general is a rational        
outcome. At the same time, however, different versions of 
aspiration failure may not be explained by a standard         
economic reasoning.  Commenting on the statement insinuat-
ed by Ato Tamrat that the paper seems to suggest “the poor 
are poor because they are poor”, Dr. Alemayehu said this is a 
dangerous generalization partly because it is tautological and 
partly because it also requires a careful empirical analysis.  
 
The moderator then opened the floor for questions,                 
suggestions and comments from participants. A number of 
questions and comments were raised by participants. A partici-
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 The self-assessed poverty indicator is captured via the following 
question:  
 
Qm7s5q2: Just thinking about your own household circumstances, would you 
describe your household as: (i) Destitute, (ii) Poor, (iii) Never have quite 
enough, (iv) Can manage to get by, (v) Comfortable, (vi) Rich (vii) Very rich 
 
While 90 percent of the answers fell within the first four categories 
(recall that the sample was explicitly targeted at districts among the 
poorest in Ethiopia), the distribution nevertheless offers enough 
variations to investigate its relationship with the aspiration indicator 
described above. Results are reported in Figure 2, which as ex-
pected, displays a positive relationship between wealth and one’s 
aspirations – although with significant heterogeneity in the predict-
ed ‘aspiration level’ at each wealth category.  
 
 Figure 2: Aspirations and poverty 
 

 
 



186 

 Q 15: For each of the following, please tell me which of the two proposi-
tions you most agree with: 

a. 1: “Each person is primarily responsible for his/her success or 
failure in life” 
2: “One’s success or failure in life is a matter of his/her destiny” 
 

b. 1: “To be successful, above all one needs to work very hard” 
2: “To be successful, above all one needs to be lucky” 

 
The resulting binary responses were deemed informative about the 
extent to which individuals feel in control of their own future. In-
deed, the responses to these questions are quite consistent with each 
other: 72 percent of those who mostly agreed with the statement 
that “One's success or failure in life is a matter of his/her destiny” 
also mostly agreed with the statement that “To be successful, above 
all one needs to be lucky”.  Overall, in the present sample, 31 per-
cent of the respondents agree that “One’s success or failure in life is a 
matter of his/her destiny”, while 32 percent of them believe that “To be 
successful, above all one needs to be lucky”. For the sake of brevity, only 
the results obtained using the destiny-related indicator are reported 
in subsequent paragraphs.  
 
As a first consistency test, we relate this aspiration indicator with 
measures of wealth in a reduced form-type relationship, controlling 
for age, gender, and literacy status of the respondent, as well as vil-
lage-level characteristics. Indeed the most common observation is 
that aspirations are positively related with wealth, thereby contrib-
uting to the perseverance of poverty. We use a self-assessed wealth 
indicator as an outcome of the poverty – low aspiration feedback 
loop described above. In this sense, it captures a broader definition 
of poverty – e.g. including a sense of vulnerability – that is appropri-
ate here. In all estimations using this indicator, we nevertheless add 
a measure of per capita expenditure in the set of control variables, 
to account for poverty-level induced behaviours. 
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 pant commented that the presenters’ hypothesis that poor 
households spend less on education and health and more on 
stimulants is problematic because it is based on the unrealistic 
assumption that the poor have the choices to spend more on 
education and health care.  In most of rural Ethiopia, he said, 
the poor obtain these services mainly from public institutions 
and they seldom have options of going to private health or 
education institutions. The participant also added that the   
assertion that individuals have limited abilities is problematic 
as it contradicts the existing “human growth theories.”         
Questions were also raised on the extent to which               
Dr. Alemayehu and Dr. Bernard have used the qualitative data 
in their paper.  
 
Participants also added that they have found the presentation 
commendable as it addresses a new issue that requires more 
research in the area of poverty analysis. However, some          
participants were of the opinion that the paper should take 
into account the variations in aspiration.  People may aspire 
for a variety of things including material wellbeing, social         
success, spiritual life or general happiness. So, in this case, 
poverty or material wellbeing enters aspiration or happiness as 
one component. If people do not aspire for a material wellbe-
ing aspect of life, would that be considered as aspiration         
failure?  
 
Another participant asked whether the paper is based on        
sufficient understanding of context and society. Poor people’s       
behavior cannot be observed from an individual’s perspective 
alone. Moreover, the participant stated, the assumption that 
investment on education or health might be a more rational 
strategy is questionable. For instance, investing on education 
may not be a rational choice if there are not enough employ-
ment opportunities for job-seekers and school-leavers.          
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 In certain circumstances, a more rational strategy may be to       
invest in trade, irrigation, or migration.  
 
The participant also argued that the survey questions that 
prompted the respondents to choose between the statements 
that (1) each person is primarily responsible for his/her       
success or failure in life, or (2) it is a matter of his/her destiny 
needs to take into account other variables such as family,        
networks or other ways which are instrumental for success. If 
the questions are framed in such imperative terms that ignore 
these factors, it would be unwise to expect respondents to  
answer the questions in a meaningful way.  
 
Questions were also raised by participants as to whether the 
authors have considered religion as a factor in their study, and 
how individuals’ success relates to their experiences and infor-
mation beside aspiration.  Participants also observed that the 
difference between the rich and the poor may be due to the 
lack of risk-taking ability of the poor or because of lack of  
information on the risks and opportunities. In this regard, a 
participant noted that the policy recommendations should  
indicate ways of enhancing access of the poor to information.  
Questions were also raised on the link between good govern-
ance and aspiration formation. 
 
Dr. Alemayehu thanked the participants for identifying        
relevant questions and giving useful comments on their       
research paper. In response to the comment that on putting 
aspiration failure in context, he admitted that contexts matter 
and that needs to be taken into account.  He agreed that many 
factors including family background also determine one’s life 
outcomes. 
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 Two objectives motivated the inclusion of this aspirations-related 
module. The first aim was to find a reasonable answer to the ques-
tion “Are members of Ethiopian rural households willing and able 
to answer aspiration-related questions?” Establishing this is obvi-
ously important in that an affirmative answer would partly justify 
further analyses in the manner envisaged. The second aim was to 
conduct some illustrative analyses to establish whether the proposed 
research project (and research agenda) is significant and feasible. To 
this end, this section reports on the findings of preliminary and il-
lustrative analyses conducted using data collected from the said sur-
vey. We start with some indicators of aspirations, aspiration window 
and aspiration gap, before turning in the next section to some illus-
tration of – related – aspirations failures. 
 
An indicators of aspirations 
 
Measuring levels of aspirations is in it-self is a challenging task, and 
the subject of a lengthy discussion in a companion paper. Rather, 
our purpose here is to compare individuals with likely ‘higher’ aspi-
rations to others with ‘lower’ and test whether this distinction can 
also be found in indicators of “aspiration window”, “aspiration gap” 
or “aspiration failures”. Note however, that due to significant en-
dogeneity issues – in particular in the relationship between one’s 
aspiration window and her aspiration level – the correlations estab-
lished here cannot be interpreted as evidence of causalities. 
 
Recall that aspirations summarise not only the wants and prefer-
ences of individuals but also their beliefs and calculations regarding 
the feasibility of those wants and preferences. Thus, one rather 
rough indicator of the aspiration of individuals is their view regard-
ing the degree of control they have over their 'life'. To ensure that 
the indicator used effectively captured this information, two sets of 
questions relating to different perspectives on why one may lack 
control were asked: 
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 specifically, aspirations can help answer why entrepreneurship ap-
pears to be limited, both in spread and dynamism, in poor countries 
and thus what avenues are open to stimulate greater frequency and 
depth of entrepreneurial activity in such countries.  
 
The capacity to aspire, in turn, is a cultural capacity that relates to 
the manner in which people visualise the future and engage in for-
ward-looking behaviour (Appadurai (2001), Rao and Walton (March 
2002)). Being a cultural capacity identifiable with individuals, it not 
only captures group-level characteristics, but also allows for the pos-
sibility of each individual breaking-out (i.e., individually deviant be-
haviour). It thus proves a useful handle on the individual-group 
symbiosis that seems to be a key to economic growth and socio-
economic transformation – obviously, present-day rich countries 
were poor once, and it is reasonable to assume that they achieved 
transformation through a process combining individual effort and 
growing collective opportunities (and/or weakening resistance to 
change) working in a positive feedback loop.  
 
III. SOME EMPIRICAL RESULTS 
 
In January 2007, an opportunity arose to add a module to a rural 
household survey being implemented in poor areas of Ethiopia tar-
geted by the national-level Productive Safety Net Program (PSNP). 
The sample covered approximately 24 households per village, in 54 
villages of nine districts chosen for their broad representativeness of 
various physical and human (or livelihood) conditions in Ethiopia. 
In each household standard demographics, health, education, in-
come, consumption and expenditure information were collected. 
The aspirations-related module was itself administered to two adults 
per household. For ease of interpretation however, and because 
certain of the covariate used were only available at the household-
level, only household heads are kept in the sample used below. Note 
though that all estimations were also performed at the individual-
level with equivalent – in fact, sometimes stronger – results. 
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 On the observation that the research seems to have an under-
lying assumption that investment on health and education is 
always the most rational option, Dr. Alemayehu stated that 
comparison of investment on education and health by poor 
and rich households is based on actual survey observation, not 
based on assumptions. Also, the comparison is on average 
appending between the two groups. However, Dr. Alemayehu 
said he agrees with the argument that aspiration failure is not 
the only factor responsible for limited investment on            
education and health by the poor, and that one reason why 
investment in education is lacking might be because the        
service  is provided by the state in most of rural Ethiopia. 
 
Regarding the use of qualitative data in the research,            
Dr. Alemayehu stated that the various qualitative methods          
approaches, including focus group discussion, were used to 
collect data. However, the paper and presentation were          
limited to the major findings and hence do not include       
everything that was analyzed.  
 
Dr. Alemayehu concurred with participants on the need to 
take religion as an important factor for researches on aspira-
tion failures, but said religion was not taken into account in 
the study. He also agreed with observations that aspiration is a 
necessary but not a sufficient condition for success in life and 
that good governance contributes to aspiration formation by 
increasing people’s participation in the poverty reduction pro-
cess. 
 
Responding to the critique that by focusing on material     
wellbeing, the paper has ignored other components of        
happiness, Dr. Alemayehu  noted that happiness and utility are 
not the same. What is considered in the study was related to 
material wellbeing as it relates to utility.   



  

 Finally, the moderator thanked the presenters and invited         
Ato Tamrat Kebede to make a closing remark. In his closing        
address, Ato Tamrat thanked all the paper presenters for      
sharing their useful research findings to the symposiums. He 
also thanked the audience for their active participation.            
Ato Tamrat assured the participants that IAG will work          
further to sponsor similar relevant research findings for           
discussions in future. 
 
 
 
 
 With this, the symposium came to an end.  
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 The capacity to aspire is thus a navigational capacity. The 
more privileged in any society simply have used the map of 
its norms to explore the future more frequently, more           
realistically and share this knowledge with one another more 
routinely than their poorer and weaker neighbours. The 
poorer members, precisely because of their lack of oppor-
tunity to practice the use of this navigational capacity (in turn 
because their situations permit fewer experiments and less 
easy archiving of alternative futures), have a more brittle  
horizon of aspirations. 
 
This difference should not be misunderstood. I am not           
saying that the poor cannot wish, want, need, plan, or aspire. 
But part of poverty is a diminishing of the circumstances in 
which these practices occur.  If the map of aspirations 
(continuing the navigational metaphor) is seen to consist of a 
dense combination of nodes and pathways, relative poverty 
means a smaller number of aspirational nodes and thinner, 
weaker sense of the pathways from concrete wants to          
intermediate contexts to general norms and back again. 
Where these pathways do exist for the poor, they are likely to 
be more rigid, less supple and less strategically valuable, not 
because of any cognitive deficit on the part of the poor but 
because the capacity to aspire, like any complex cultural          
capacity thrives and survives on practice, repetition, explora-
tion, conjecture and refutation. Where the opportunities for 
such conjecture and refutation in regard to the future are 
limited (and this may well be one way to define poverty) it 
follows that the capacity itself remains relatively less               
developed.    
 

Viewed in this light, aspirations become a valuable analytical device 
and a critical entry point for policy relevant to poverty reduction 
and ultimate socio-economic transformation: the poor may have a 
narrow aspiration window which may lead to a very narrow/wide 
aspiration gap and subsequently to aspiration failure. The ultimate 
consequence of this chain is the perpetuation of poverty. More         
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 Figure 1. Aspiration gap and effort 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                                                      
 
 
The importance of the aspirations stems from the pattern of their 
distribution in society and the attendant consequences. In this re-
gard, summarising Appadurai (2001), Ray (2006) emphasises that, 
being a socially determined capacity, aspirations are not evenly dis-
tributed between rich and poor. Furthermore, this uneven distribu-
tion has intrinsic as well as instrumental consequences. The intrinsic 
consequence is that the “terms of recognition” are adversely tilted 
against the poor, stripping them of voice and dignity. The instru-
mental consequence is that the poor thereby lack “the (aspirational) 
resources to contest and alter the conditions of their own poverty”. 
Note that this does not mean the poor have no capacity to aspire, it 
rather means that their opportunity to explore the linkages among 
means and ends is much more limited than those who are more 
affluent – in Ray’s terms, that they are confronted to narrow aspira-
tion windows.   As a result, they have a more restricted and weaker 
capacity to aspire (Appadurai (2001), Harriss (January 8, 2005). As 
put by Appadurai (2001): 
 

Narrow gap Narrow gap 

Effort 
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 aptation theory leaves processes of goal formation, construction of 
alternatives and expectation formation largely unmodelled.” 
 
This issue leads to the framework outlined by Ray (2006), who at-
tempts to characterise aspirations as well as the process of their for-
mation. Three concepts are central to that framework - aspiration 
window, aspiration gap, and aspiration failure. Aspirations reflect an 
individual’s cognitive world, his/her zone of ‘similar', ‘attainable’ 
individuals, labelled by Ray (2006) as that individual's aspiration 
window. This aspiration window is determined by the individual's 
observations of his/her peers to form comparisons, as well as of the 
information and economic opportunities of the local environment.  
Ray (2006) argues that one additional concept is required before the 
link between aspirations and individual behaviour can be estab-
lished. This he refers to as the aspiration gap - the difference be-
tween a person's contemporaneous 'standard of living' and the 
'standard of living' she aspires to. It is this gap, not aspirations as 
such, that conditions future-regarding behaviour. The behavioural 
response of individuals to their respective aspiration gap may take 
the form of an aspiration failure. Aspiration failure occurs as lack of 
pro-active behaviour (or under-investment in explicitly economic 
terms) towards filling the aspiration gap. Given the fact that deliber-
ate action would be costly, it is reasonable to expect very small and 
very large aspiration gaps to induce little or no effort to fill them. It 
is not only necessary that individuals have aspirations, but also that 
they have the kind of aspirations that are feasible and rewarding to 
act upon. 

 
 
 
 
 
 
 
 
 
 



180 

 II. CONCEPTUAL FRAMEWORK 
 
A dictionary definition of the word ‘aspiration’ is ‘a desire or ambi-
tion to achieve something’. The word thus signifies some aim or 
target and a preference or wish to attain it.  The meaning also sug-
gests, rather implicitly, that some effort would be exerted to realize 
the desired aim/target. In short, aspirations combine or summarise 
the preferences held, the expectations formed, and the constraints 
acknowledged by an individual with respect to the future. Viewed as 
such, the broad concept of aspiration is not new to economics.  
Perhaps the most familiar variant relates to the concept of satisfic-
ing that Herbert Simon initially elaborated fifty years ago. Simon 
argues that the complex environment they function in and their lim-
ited cognitive and information-processing capabilities make full ra-
tionality beyond the reach of economic agents. Instead, he charac-
terises decision-making by such agents as search for alternatives 
which meets or exceeds specified criteria or aspiration levels – a 
process that does not necessarily lead to the choice of a unique or 
best alternative. In other words, economic agents engage in 
‘satisficing’ rather than ‘optimising’.  
 
Moreover, these aspiration levels are modified depending on cir-
cumstances – a process referred to as aspiration adaptation. In fact, 
Selten (May 1999) argues that the three central elements of Simon’s 
original view of bounded rationality are: search for alternatives, sat-
isficing, and aspiration adaptation. Indeed, the ‘aspiration adaptation 
theory’ summarized in Selten (May 1999), may provide an ingredient 
to a model of the dynamics of aspirations. However, little explicit 
consideration seems to be given to how aspirations are formed. As 
put by Selten (May 1999) himself: 
 
“Decision makers do not always know what they want. In new situ-
ations goals must be formed. Where does the aspiration scheme 
come from? Often only a finite number of decision alternatives is 
considered, even if in principle infinitely many are available. How is 
this selection made? If quantitative or qualitative expectations about 
goal variables need to be formed, how is this done? Aspiration ad-
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 Abstract 
 
In this paper, we analyzed and present a synthesis of studies on the 
state of poverty in Ethiopia focusing on income/consumption and non
-income dimensions of poverty. Using various approaches and meth-
ods and relying heavily on panel data collected by the Addis-Ababa 
University Department of Economics and its collaborators from 1994 
to 2004, we found that the overall level of poverty in Ethiopia declined 
from 1994 to 1997 increased in 1997 to 2000; and declined in 2004 in 
both rural and urban areas. The analysis of the depth of poverty shows 
that the average level of poverty had declined from 1994 to 1997 in 
both areas, with a more accentuated improvement for the rural areas. 
Moreover, it was noted that while poverty was more prevalent in rural 
than in urban areas, the trend was reversed in 2004 where relative pov-
erty level was higher in urban areas. In addition, while the level of ine-
quality had remained constant in rural areas in 1994 and in 2004, it has 
declined in urban areas, suggesting that the gap between the poor and 
the non-poor had widened. 
 
The human development index in Ethiopia while on a steady path of 
growth from 1985 to 2004, remains low and Ethiopia is still ranked in 
the bottom. While there is significant improvement in the education 
sector, in particular in primary enrollment, the situation of the health 
sector and HIV/AIDS in particular, food security, and water and sani-
tation in Ethiopia need considerable improvement to alleviate poverty. 
 
We then undertook an analysis of the dynamic process of poverty in 
Ethiopia to gain a broader understanding of the nature, characteristics, 
and persistence of poverty in Ethiopia. 
 
We found that while the number of households in persistent poverty 
was relatively low in both urban and rural areas from 1994 to 2004, a 
very high majority in rural areas and a majority in urban areas were 
poor at least once during the same period. The decomposition by 
household characteristics shows that the ‘persistently poor’ have certain 
characteristics that policymakers should take into consideration when 
devising strategies to reduce poverty. 
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 1. Introduction 
 
With a capita income of US$110,4 Ethiopia is one of the poorest 
countries in the world. With such a low income and a population of 
75 million, poverty is widespread. In Ethiopia, 81% live below the 
poverty line of US$2 dollar a day. The country ranks 169th out of 
177 countries in the 2007 United Nations Human Development 
Report. Thirty one million people live on less than half a dollar a 
day and between 6 and 13 million people are at risk of starvation 
each year. Livelihoods are predominantly based on agriculture, 
which accounts for 85% of employment, 45% of national income 
and over 90% of export earnings (World Development Indicators, 
2005).  
 
Life expectancy at birth was 43 years for 2005 (WDI 2007) and  
under-five mortality was 123 per 1000 live births. Food security is a 
major challenge. Fifteen million people are at risk of food insecurity, 
and over 8 million people are classified as chronically food insecure. 
These factors undeniably lead to higher mortality rates and poverty 
prevalence in the country. 
 
During the past four decades poverty has been rampant in the  
country. Following the overthrow of Emperor Haile Selassie in 
1974, Ethiopia was under a socialist dictatorship until 1991. The 
period was characterized by misguided and ineffective economic 
policies; extended civil war; high military expenditure; devastating 
drought; and widespread poverty. Multiplicity of factors contributed 
to the very low, 2.2%, average growth in real GDP per annum. With 
the rise to power of the Ethiopian People’s Revolutionary Demo-
cratic Forces (EPRDF) in 1991, the civil war came to an end and 
the country started to experience a new style of economic and polit-
ical leadership. A series of economic and political reforms were         
implemented, which produced mixed results. While a steady       
economic growth could be observed, poverty at all still remains 
high.  With the eruption of the war with Eritrea in 1998-2000; the 
decline in world coffee price and a severe drought episode in 2002, 
the anticipated economic progress failed to become a reality.       
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 that evolves with learning through experience and reflecting motiva-
tion and information.  
 
More specifically, poverty may lead individuals to construct mental 
models that uniquely diminish the significance of some features of 
the environment and magnify others. If an individual believes that 
she has little, if any, ability to impact on her wellbeing, then she 
would have inadequate incentives to become informed about or 
explore pathways into better wellbeing.  Moreover, she would have 
little motivation to allocate resources (including cognitive ones) to 
modify her beliefs and perceptions. As a consequence, the set of 
beliefs about her inability to bring about positive change would be 
perpetuated. Thus, information, credit, insurance, or other re-
sources/opportunities may be available (albeit with some cost), they 
remain unexploited by the agent because she is convinced that her 
actions will not make a difference. 
 
This perspective affords an alternative characterisation of what ap-
pears to be fatalism, namely, aspirations failure (Appadurai (2001), 
Ray (2006)). Accordingly, a weak capacity to aspire can translate into 
low or no investments and that may pass for fatalism. To our 
knowledge however, this perspective has not been applied empiri-
cally, certainly not in Ethiopia. This paper attempts to establish 
whether more systematic and rigorous analysis using this framework 
is warranted. In particular, we use recently collected data in rural 
Ethiopia to examine whether we can uncover basic correlations pre-
dicted by the aspiration failure framework. Based on evidence that it 
is so, we then outline empirical challenges to further test these mod-
els. 
 
The rest of the paper is organized as follows. Section II outlines the 
conceptual framework adopted. The findings of illustrative analyses 
conducted using data collected from a survey are reported in          
Section III. The fourth section describes the way forward. 
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 So far, these explanations assume, not always explicitly, that the un-
derlying logic of poor people’s decision-making is essentially con-
sistent with standard economic reasoning but respectively identified 
external constraints thwart them from making the corresponding 
‘correct’ choices. In contrast, a second class of explanations may be 
found in recent theoretical and empirical developments shifting the 
focus away from external constraints and towards the manifested at-
tributes of decision makers. A number of sub-sets can be highlighted.   
Identity issues: People’s choices are conditioned by their sense of self. 
For example, in the experiment of Hoff and Pandey (June 2004) in 
India, the test performance of lower caste children declined due to 
the public revelation of caste status at the beginning of the test. 
Hoff and Pandey (June 2004) argue that individuals readily assume 
caste (or more generally stereotype) roles since they expect others to 
treat them according to these roles. Or, as in Munshi and 
Rosenzweig (August 2005), where lower caste families continue to 
send their sons to local language schools whereas globalization has 
made English language training more rewarding. 
 
Psychological issues: A sub-set of reasons originate from the behaviour-
al economics literature and focus on, among others, impatience, 
commitment, and psychological barriers.  Bertrand, Mullainathan, 
and Shafir (2001) summarise some of the relevant propositions in-
cluding: the role of minor situational details called “channel fac-
tors”; loss aversion and the consequent preference for the status 
quo (or the “endowment effects”); and compartmentalized wealth 
and spending. They also argue reasonably that these effects can be 
more significant for the poor in light of the rather small manoeuvre 
room that they have. 
 
The present study adopts a perspective akin to both classes of ex-
planations in that it attempts to blend external constraints that the 
poor face with the potential effect these constraints may have on 
the internal logic governing choice by these people. The argument 
can be informally stated as follows. Decision-making by individuals 
crucially rely on the set of beliefs and perceptions (or mental mod-
els) they have regarding their physical and social environment - a set 
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Government military expenditure increased substantially, crowding 
out other types of expenditures; budget deficit rose sharply;          
investment decreased; terms of trade declined, adversely impacted 
by the falling price of coffee;  inflation started to rise sharply         
reaching more than 17.8% in 2007 (Compiled from various issues 
of CSA ).  
 
Despite remarkable economic growth since the 1990s, people in 
urban and rural areas in Ethiopia still live in dire conditions. Vulner-
ability to a number of idiosyncratic and covariate shocks and risks 
has increased. Drought and flood, price variability, disease and 
plague, unemployment, war, and environmental degradation have 
been observed frequently. The impact of such shocks is multidi-
mensional; destroying the physical and human asset of the poor and 
inflicting adverse behavioral and long-term impact.  
 

 
Source: MoFED, 2008, New Series 

 
In 2002, the Poverty Reduction Strategy Paper (PRSP) was            
graduated to a comprehensive Sustainable Development and       
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 Poverty Reduction Program (SDPRP), which lasted until 2005 and 
has since evolved to the Plan for Accelerated and Sustained           
Development to End Poverty (PASDEP) from 2005/06 to 
2009/10. This document manifested the commitment of the         
government in reducing poverty and ensuring sustainable economic 
development. However, since Ethiopia started from an extremely 
low level of income, it still remains one of the poorest countries in 
the world even after a decade and half of recorded steady economic 
growth. Without a profound understanding of the dynamic process 
of poverty, it would be difficult to pinpoint the reasons for the        
persistence of poverty in Ethiopia and to implement appropriate 
policies and strategies. 
 
What is poverty? 
 
Poverty is conceptually a broad issue that is challenging to define. 
The World Bank 2000 report on poverty states that ‘poverty is a 
pronounced deprivation in well-being’. According to the same       
report, ‘to be poor is to be hungry, to lack shelter and clothing, to 
be sick and not cared for, to be illiterate and not schooled but more 
vulnerable to adverse events, voiceless and mistreated’5. It is under-
stood that poverty has many dimensions encompassing not only 
material deprivation (income or consumption) but also low achieve-
ments in education and health, vulnerability and exposure to risk. 
 
Poverty is multi-faceted. It has temporal and spatial dimensions as it 
changes from one region/area to the other and over time. Measur-
ing poverty thoroughly is essential to acquire the best information 
on how it can be reduced or how it is possible to avoid falling into 
poverty. Moreover, poverty is not a static phenomenon as a          
household can move in and out of a given poverty line over time. 
Therefore, it is essential to grasp the persistent and transitory nature 
of poverty in order to implement adequate policies that address the 
specific type of poverty. 
 
The level, depth, and risk of poverty differ across groups in the 
population. Women and children, the disabled, marginalized groups 
of the population are more vulnerable and are disproportionately 
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 The same evidence also shows that such behaviour is often even 
more acute among poorer populations (see Banerjee and Duflo 
(2003) and Banerjee and Duflo (2007) for reviews). The key mes-
sage is that the poor can and do make choices and that these choic-
es may not coincide with those implied by standard economic rea-
soning.  
 
A variety of mostly complementary explanations have been for-
warded over the years. In a first class, investments do not occur –at 
least as much as predicted by standard economic theory- because 
one’s expectations of privately appropriable returns are simply too 
low. The problem here arises primarily from the individual’s envi-
ronment. More specifically, limited availability of investment oppor-
tunities (such as no schools) and/or low access to investable re-
sources (such as lack of credit) restrict investment. Missing/thin 
markets (such as credit, insurance, and labour markets) are usually 
responsible for such outcomes since they constrain the set of eco-
nomic choices with positive expected returns. Asymmetric infor-
mation, weak incentives, and difficult enforcement in turn explain 
missing/thin markets.  
 
There are also investment opportunities with positive (and poten-
tially high) returns that are not being exploited due to lack of infor-
mation/knowledge about the opportunities/returns. Note that the 
lack of information can also be a lack of sufficient information. As in 
Yamaushi (2006), people often need to observe a wide variety of 
cases to make a decision.  
 
Finally, social constraints may, independently or jointly with market 
failures, dampen the economic attractiveness of investment oppor-
tunities. Examples include egalitarian norms (Platteau (2000)) and 
excessive government taxation and regulations (Hausmann, Rodrik, 
and Velascoy (March 2005)). In this case, returns to individual effort 
are undermined by the necessity to share the benefits with other 
members or organisations in the community. In such cases, while 
returns may be available, limits to private appropriation may cause 
the apparent under-investments. 
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 ‘Waiting to die while seated’ - expresses the state of be-
ing that hinges on giving up on life altogether. In the ab-
sence of alternatives, impending death is seen as solution to 
the problems people are facing. 

‘We have neither a dream nor an imagination’ - is an-
other common term used to state desperation and hopeless-
ness. This expression reveals that people are reduced to 
watching others eat.” 

From an economic perspective, and to the extent that it relates to 
current action and its impact on future outcomes, fatalism is equiva-
lent to not making the necessary ‘investments’ to better one's well-
being. It may thus be the case that people refrain from making well-
being-enhancing investments because they believe, in a boundedly 
rational way, that such investments are either infeasible or would 
not lead to significant changes.  

In fact, the phenomenon of low investment while returns to invest-
ment are and/or appear to be high is not unique to Ethiopia. There 
is indeed sufficient micro-level evidence showing that people often 
fail to invest even though returns are positive (and sometimes very 
high).  

For instance in their study of farmers in Southern Ghana, Goldstein 
and Udry (2006) find that despite rates of real returns ranging be-
tween 250% and 300% compared to 30−50% in well-established 
food crop cultivation, only 18% of the land is used for pineapple 
growing. In Kenya, Duflo, Kremer and Robinson (2003) report that 
less than 15% of a sample of Maize farmers used fertilizers despite 
rates of returns greater than 100%. In the same region, Miguel and 
Kremer (2003) calculated that the pick-up rate of free de-worming 
pills (which was also shown to greatly improve children’s health and 
school performance) was only 57%. In India, Munshi and Ro-
zensweig (2006) show that despite rapid increase in the returns to 
English education during the 1990s, enrolment of boys from lower 
castes has not converged to the enrolment rate of boys from higher 
castes, while that is not true for girls.  
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 affected by poverty. Evidence from poor countries, including  Ethi-
opia, reveals that these groups are more exposed to persistent pov-
erty.  
 
Studies on poverty in Ethiopia 
 
Given the multitude of dimensions of poverty, there exist various 
measurements of poverty, by rendering the exercise challenging. 
Income or consumption traditionally measure material deprivation, 
though for many reasons consumption is the preferred indicator of 
welfare level. Capabilities such as health, education and nutrition are 
measured differently. Furthermore, exposure to uninsured risks, 
vulnerability and voicelessness are also other practically difficult 
dimensions of poverty to measure. Working around all these issues 
requires an extensive and well-structured household level data col-
lected over time (panel data) with multidisciplinary  inputs.  
 
While most studies focus on the static aspect of poverty as at a giv-
en point in time, it is essential to assess the dynamics of poverty, i.e. 
the mobility of households or individuals across a predetermined 
poverty line over a given period of time. This will enable us to    
understand more accurately the specific characteristics and nature of 
poverty and inform the development of more targeted policy       
recommendations. 
 
Owing to the lack of most updated and reliable household survey 
data, literature on poverty in Ethiopia has been limited. However, 
the last decade has been prolific with studies on poverty; its      
prevalence; its acuteness; and profoundness. This has been made 
possible by the fact that periodic household surveys were             
conducted, for instance the Ethiopian Rural Household Survey 
(ERHS) and the Ethiopian Urban Households Survey (EUHS) data 
(both are panel) collected by Addis Ababa University since 1994, 
the Household Income and Consumption Expenditure Survey 
(HICES) and the Welfare Monitoring Survey (WMS) data sets         
collected by CSA since 1995/96. This opportunity of profound 
household level data sets has been enabling a better analysis of     
urban and rural poverty.  
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 Tadesse (1996) examined urban poverty in Ethiopia using the 1994 
EUHS. His analysis was focused on food poverty, recognizing that 
in Ethiopia, basic food requirement was the major issue of           
household poverty. This study confirmed that Ethiopia is indeed in 
extreme poverty with regard to food. In addition, Tadesse (1999) 
used the 1994, 1995 and 1997 rounds of EUHS to analyze the      
dynamics and determinants of urban poverty. In this study, poverty 
lines were estimated using the Cost of Basics Needs (CBN)          
approach as described in Ravallion and Bidani (1994). The measure 
of welfare used was consumption per adult equivalent, thus ‘a        
consumption basket that would meet a minimum energy require-
ment of 2200kcal of energy per adult per day was constructed and 
its cost calculated at region specific prices to obtain the food      
poverty line’6. According to the findings of the study, urban poverty 
was found to be higher than rural areas when region specific food 
baskets were used instead of a single national basket, confirming the 
hypothesis that urban areas were more prone to consuming         
expensive sources of calories than rural areas. However, the          
difference in poverty in urban and rural areas is relatively small on 
average. 
 
Tadesse and Dercon (1997) used the 1994 EUHS and the ERHS to 
analyze seven urban areas and 15 rural villages. They compared  
urban and rural poverty using the Cost of Basic Needs (CBN)      
approach. They found that overall urban poverty was 40% while 
rural poverty stood at 31%. Kedir (1999) focused on 900 house-
holds in Addis-Ababa, using the 1994 EUHS, and adopted poverty 
lines developed by Tadesse (1997) to analyze the determinants of 
poverty in Addis-Ababa and found that labor market participation 
and education were the most significant determinants of poverty in 
the capital city. 
 
On its part, based on the HICES and WMS data collected in 
1995/96, 1999/2000 and 2004/05, the Ministry for Economic       
Development and Cooperation (MEDAC) also undertook an      
extensive study on the income and non-income dimensions of         
poverty that was also used as an input for PASDEP. Based on this 
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ASPIRATIONS FAILURE AND WELL-BEING OUTCOMES IN 

ETHIOPIA  

TOWARDS AN EMPIRICAL EXPLORATION 

Tanguy Bernard and Alemayehu Seyoum Taffesse 
 

“Poverty stifles dreams, or at least the process of attaining dreams. Thus poverty 
and the failure of aspirations may be reciprocally linked in a self-sustaining trap.” 

Ray (March 2003) 

  

Motivation and Objectives 

Fatalism is customarily, if not always formally or explicitly, attribut-
ed to Ethiopians - particularly to those who are poor. The intention, 
in such instances, is to characterise the lack of proactive and system-
atic effort to better one’s own life, and the implied acceptance of 
their circumstances, that a lot of Ethiopians seem to display. Some 
even go further and identify fatalism as a key factor that explains the 
rather slow socio-economic transformation in the country. This 
view certainly appears consistent with the language used by the dis-
advantaged to describe their life and difficulties thereof. For in-
stance, Rahmato and Kidanu (July, 1999) report the following ex-
pressions: 

‘We live only for today’ - portrays a life style based only 
on the present. There is no planning ahead or thinking 
about the future. It is a clear indication that people have 
given up on life, and just don't know or don’t want to think 
about what will happen tomorrow. It describes the state 
that people are reduced to living a day to day life with no 
future. 

‘It is a life of no thought for tomorrow’ - is a common 
expression, particularly in urban areas, to indicate that what-
ever is 'found' today is for today and whatever will be 
'found' tomorrow will be for tomorrow. 
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 study poverty at the national level has declined from that of 45.5% 
in 1995/96 to 38.7% in 2004/05.  
 
 
 
 
 
 
 
 
 
 
In another study, Bigsten and Shimeles (2005) analyzed the state of 
poverty in urban and rural Ethiopia between 1994-2004 using a pan-
el data-set. They also studied the persistence of poverty in rural and 
urban Ethiopia from 1994-2004 based on a panel data sets    collect-
ed intermittently in rural and urban areas. The result         suggested 
that poverty in its absolute term had declined between 1994 and 
1997; increased significantly until 2000 and declined in 2004. They 
also found that rural households had made a rapid       progress than 
urban areas during 1994-2004, with poverty having declined by 
more than 10% points. Their study further showed that only a rela-
tively small number in both the rural and urban areas managed to 
exit poverty during the decade under study, suggesting that a con-
siderable number of the population had been in poverty at least 
once during the same decade, 72% in rural and 60% in urban areas, 
therefore confirming that the society was indeed exposed to ex-
treme poverty. 
 
In this paper, the objective is to broaden the understanding of    
poverty in rural and urban Ethiopia and to highlight dynamic      
process of poverty in Ethiopia focusing between the 1994-2004 
processes. For this purpose, after having defined poverty and        
established its measurement, a study on the state of poverty in Ethi-
opia focusing on income and non-income dimensions of     poverty 
will be made. Then, it followed by an analysis of the       dynamic 
process of poverty in urban and rural Ethiopia, with a view to deter-
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 mining the prevalence and persistence of persistent or      transitory 
poverty. The findings and conclusions of the various studies will 
inform preliminary policy recommendations.  
 
2. Measurement of  Poverty  
 
2.1 Various Approaches  
In the literature, there are a range of approaches that address the 
conceptual underpinnings of poverty. Among them, those that are 
based on the concept of ‘well-being’ as a basis to the definition of 
poverty are the following approaches: ‘welfarist’ and ‘non-welfarist’.  
The welfarist approach assesses well-being solely on utility infor-
mation, derived from the preference of individuals. Poverty is           
associated with economic well-being and is considered to exist in a 
given society when one or more persons do not attain a level of 
economic well-being deemed to constitute a reasonable minimum 
by the standards of that society. The concept of well-being has to be 
reduced or taken as the total consumption level determining utility. 
Such an approach has the benefit of empirical tractability; however, 
it ignores the multi-dimensional nature of poverty (Ravallion and 
Huppi 1989 and 1991 and Ravallion 1994).  
 
The non-welfarist approach, on the other hand, bases the           
assessment of well-being on the attainment of certain basic achieve-
ments, such as food, clothing and shelter. According to Sen (1979, 
1983 and 1985), the neglect of non-utility information makes the 
welfarism approach too restrictive as it considers material goods and 
services as an end to the attainment of well-being whereas             
non-material entities are also a means towards achieving well-being. 
Well-being is seen from the perspective of ‘functioning’ and 
‘capabilities’, which depends on what kind of life a person is living, 
and what he/she is succeeding in ‘doing’ or ‘being’. ‘Functioning’ is 
an achievement and ‘capability’ is the ability to achieve. The relevant 
functioning can vary from elementary and physical capability such 
as being well nourished, being adequately clothed and sheltered, 
avoiding preventable morbidity, etc to more complex social achieve-
ments such as taking part in the life of the community, being able to 

  

 Appraisal Document (World Bank 2003). 
20 Statistics are not available for Afar. 
21 The Guji numbered over  480,000 and the Borana almost 160,000 in the 
1984 census but they were included within the Oromo category in the 1994 
Census 
22 Baxter referred to this as 'the new East African Pastoralism stating: 'At 
present class formation is incipient rather than existent and pastoralists by an 
large make up a moral community of shared suffering rather than one divid-
ed by hereditary inequalities. But the sense of unity in suffering is wearing 
away. Rich pastoralists who employ herders for cash wages are now com-
monplace' (1993:15). 
23 Differences in the ideal cycle have cultural variants, and the differences 
between the ideal cycle in the Amhara, Oromo and Argobba cultures and 
their implications for poverty as discussed in Bevan and Pankhurst 2007. 
24 There is not the space here to discuss differences between the sites in 
terms of extreme poverty. See Bevan and Pankhurst 2007. 
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 Endnotes 
1 Both independent researchers: alulap@gmail.com; pbev-
an@mokoro.co.uk  
2 Henceforth referred to as the WBCEM. 
3 In the WBCEM reference is made to ‘income poverty’,  ‘other dimen-
sions’, and Ethiopia’s ‘long-term poverty’. 
4  ‘Note, however that short-run poverty varies widely from year to year in 
Ethiopia as a result of rainfall variability (and hence crop production),     
making it difficult to generalize from annual data.’ PASDEP: 41 
5Needing education, improved health, modern technical skills, and access 
to information 
6 ‘The (monthly) household consumption aggregate is based on purchased 
items, gifts in cash and in kind, and a diary of consumption from own      
production’ (Porter and Dercon 2007: 6). ‘Consumption refers to monthly 
expenditure per adult equivalent per household in 1994 birr (8.5 birr – 1 
US$ approx)’ (op cit: 27). There are some measurement issues related to the           
seasonal timing of the surveys which cannot be considered here. 
7 This map includes 5 non-ERHS sites researched in 2003. 
8 There are an estimated 6,382,000 women and 6,307,000 men in urban 
areas (CSA 2006). 
9 Average number of elderly is 0.3 in urban as compared with 0.2 in rural 
areas, and the dependency ration is 1.0 in urban and 1.4 in rural areas. 
10 This is in appendix 12 of the Pastoralist community Development Pro-
ject Appraisal Document (World Bank 2003). 
11 The Guji numbered over  480,000 and the Borana almost 160,000 in the 
1984 census but they were included within the Oromo category in the 1994 
Census 
12 This average is constructed from village poverty lines calculated accord-
ing to local prices all specified in 1994 real terms. It is based on the cost 
the diet to achieve 2100 Kcal per month per adult, using the food con-
sumed by the poorer half of the sample, and a minimum of “essedntial non
-foo” expenditure. The dollar a day poverty line would be calculated as 148 
birr per adult per month. (Porter and Dercon, 2007: 6). 
13  e.g. Kaminska-Labbé et al: 2005 
14 e.g. Byrne, 1998; Cilliers, 1998 
15 This is also the case for material structures. 
16As pointed out in the WBCEM.  
17 For a detailed analysis of the four fields and their implications for pov-
erty see Bevan and Pankhurst 2007. 
18For this analysis the urban context has been excluded and the rural analy-
sis is based primarily on agriculturalist livelihoods. 
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 appear in public without shame, and so on. The specific form that 
their fulfillments may take tends to vary from one society to       
another.  
 
2.2. The Poverty Line 
The important part in most poverty analyses is the identification of 
the poor, which necessitates the poverty line to be determined given 
the appropriate measure of welfare. Poverty line is understood as a 
level of standard of living below which a household is considered as 
being in poverty. There are a number of approaches to determine 
the poverty line. The welfare approach sets a reference utility level 
which can be thought of as a poverty line in the utility space.         
Poverty line is the point on the consumer’s cost function            
corresponding to that reference utility in the consumption space. 
However, the welfare framework does not provide a well-defined 
poverty line since the method of setting the poverty line in practice 
is not based on welfare term only as the welfare approach does not 
solve the problem of mapping from a consumption space to a utility 
space. For a very good discussion of the issue, readers may refer to 
Greer and Thorbeke (1986), Ravallion (1994), Ravallion and Bidani 
(1994), Bigsten et al. (1999), Woldehanna and Alemu (1999/2000). 
 
Under the non-welfarist approach the most commonly applied 
methods are the direct calorie intake, the food-energy intake        
approach and the Cost of Basic Needs methods. The direct calorie 
intake approach defines the poverty line as the minimum calorie 
requirement for survival, equating poverty with malnutrition.  The 
food-energy intake method specifies the cost of attaining a predeter-
mined level of food energy intake and attempts to identify the total 
consumption expenditure at which a person is expected to attain the 
minimum food energy requirement (2300 Kcal per day per adult as 
set by WHO 1985). By regressing the calorie intake on consumption 
or income, that level of total expenditure which exactly meets the 
minimum energy requirement becomes the poverty line. However, 
this method is problematic if it is applied to different regions and 
periods within the same country. The limitation of this method is 
that its indication is not representative and it does not take into   
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 account the cost of acquiring the basic calorie requirement.         
Furthermore it has no room for non-food requirement (Ravallion 
and Bidani 1994).  
 
In the Cost of Basic Needs approach, developed by Ravallion and 
Bidani (1994), a basket of goods for which basic food requirements 
will be met is defined. The cost of this basket of goods at market 
price became the food poverty line. The basic goods and services 
are adequate nutrition, shelter, clothing and others such as basic 
education. However, the set of basic goods and services varies for 
different individuals depending on age, gender, type of activity, etc. 
One of the major problems with this approach is how to determine 
the set of basic needs. A better measure of welfare can be obtained 
by converting aggregate household consumption into ‘consumption 
per adult equivalent’ using appropriate equivalence scale, which  
varies across sex and age taking into account the different consump-
tion requirements of household members (Tadesse 1999 and         
Ravallion and Bidani 1994). Then an allowance for non-food goods 
is added on the food poverty line to obtain the total poverty line. 
The total household expenditure is converted into per adult          
equivalent measure to adjust for household size, age, and gender in 
order to capture different consumption needs within the household. 
However, this method does not provide consistent poverty lines 
across regions. Nevertheless, if certain adjustments, such as using a 
common bundle of food items for the whole country, using national 
average price, and deflating each region’s consumption expenditure 
by the relative price index are made, it is possible to get consistent 
poverty line across regions (Woldehanna and Alemu 1999/2000). 
 
2.3. Poverty Indices 
Once the appropriate poverty line is constructed, the next           
important step is to obtain the aggregate measures of poverty. The 
common aggregate measures of poverty indices are summary       
measures defined over mean income or consumption, the relevant 
poverty line, and the parameters characterizing the underlying        
income distribution (Bigsten et al. 1999). The first measure of      
poverty is the head count ratio, which gives the proportion of         
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 The gap measured in the last column shows that in all on-track cate-
gories there are smaller proportions of extremely poor households 
than of all households, with the biggest difference being for mature 
nuclear families which constitute 20% of the combined sample, while 
only 5% of mature nuclear families are extremely poor. There are 
higher proportions of extremely poor households in all off-track cat-
egories except stepfamilies and polygynous female-headed house-
holds. 
 
There are also much higher proportions of female-headed among the 
extremely poor. While 18% of the combined sample are       female-
headed with dependents this is true of 35% of the extremely poor 
households.24 
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 people who are poor, i.e.; 

 
Where, H is the head count ratio, q is the number of poor individu-
als and n is the population size. This index is insensitive to the      
reduction in income of the poor i.e. once the individual is identified 
as poor, the index does not reflect the situation where the poor    
becomes poorer, or less poor. Second, it is completely insensitive to 
the distribution of income among the poor. 
 
The second common poverty index is the Poverty Gap (PG)        
measure, which provides an indication of the aggregate shortfall of 
the poor from the poverty line. This index can be expressed as: 

 
 
Where, PG represents the poverty gap, z represents the poverty line 
and Yi  is the consumption (income) of individual i, .   
The most commonly applied measures that satisfy the five desirable 
axioms of poverty are the family of indexes developed by Foster, 
Greer and Thorbecke (1984). These indices possess desirable        
properties for poverty comparison and are commonly known as 
FGT measures given by: 

 ,    
Where xi  is the income or consumption expenditure of household 
i, z is the poverty line, n is the size of population and q is the         
number of poor. pomeasures the incidence of poverty and only tells 
us the proportion of the population below the poverty line. P1 on 
the other hand measures the depth of poverty, how much on aver-
age the poor fall below the poverty line. Finally, is a measure of P2 
poverty by weighting the situation of the poor by the square of the 
shortfall of their income or expenditure from the poverty line 
(Mekonnen 1999b).   
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 2.4. Data Availability  
Ethiopia is a vast country with varied ecology, topography, culture, 
customs and norms. Some live in highlands; others in more arid 
areas; while minorities are nomads and the majority are sedentary 
farmers. The bulk of the population, 84%, lives in rural areas and 
the rest, 16%, dwells in urban areas. A profound analysis of poverty 
dynamics requires gathering comprehensive panel data information 
on consumption, income, assets, demography, employment, etc. 
 
Different institutions and agencies collect socio-economic data both 
from rural and urban areas for different purposes. In this paper, we 
heavily rely on panel data collected by the Addis Ababa University 
Department of Economics and its collaborators. We also used the 
HICES 2004/05 to supplement the analysis. As noted above, the 
panel data span from 1994 to 2004 both in rural and urban areas. In 
rural areas, 15 villages are included while 7 major urban centers are 
part of the sample in urban areas. Stratified sampling was used to 
take agro-ecological diversities into account and to include major 
urban centers.  
 
Traditionally, poverty measures depend on the reported levels of 
consumption or income. In these surveys, collection is based on the 
reminiscence of respondents’ expense in the recent past, a week, a 
month, or above based on the nature and pattern of specific           
consumption item. However, there are familiar problems of         
measurement error associated with consumption expenditure as a 
measure of welfare. There might be inaccurate reporting during data 
collection, the level of desegregation of consumption items, the          
period of data collection, seasonality, different local measurement 
units, valuation of own consumption, etc. might bias the results. 
The problem of measurement error is common in consumption 
expenditure (Bigsten and Shimeles 2007). However, despite their        
shortcomings, panel data collected by the Addis-Ababa University 
and its collaborators in 1994, 1995, 1997, 2000 and 2004 are used in 
this paper. 
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 Table E1: Major household types experiencing extreme poverty  

Ideal-type house-
hold cycle 

  
Shock event or 

choice Deviator households 

1. Young man alone 
in household 

Never to marry 12. Old man who never married 

2. Young couple Infertility 
  

13. Young infertile woman divorced 

14. Old infertile woman widowed 
3. Young nuclear 
family: young man 
  
4. Old man remarries 
and starts new family 

Death of one 
Divorce/separation 
Death of children 

15. Widow with young children 

16. Widower with young children 

5. Mature nuclear 
family 

Death of one 
Death of both 
Divorce/separation 
Death of children 
  

17. Widow/divorced/separated woman with 
older children 
18. Widower/divorced separated man with 
older children 
19. Step-family 

20. 3-generational mixed household young 
male head 
21. Sibling household 

6. Polygynous: 2 
wives in same hh 
7. Polygynous: Wife 
1s household 

Abandonment of Wife 
1 

22. Polygynous: abandoned wife 
  
23. Polygynous: woman married to former 
lover and father of children 

8. Emptying nest Death of one 
Death of both 
Divorce/separation 
Death of children 

24. Three-generational household headed by 
old female 

25. Older woman with grandchild(ren) 
26. Old male abandoned by successive wives 

9. Male-headed three-
generational hh 

Old father dies or 
marries again 

Household in transition towards ideal-type 
track 

10. Nuclear family 
with old parent 

Old parent dies Household stays on track 

11. Old couple Death of one 
Last land passed to 
son(s) 

27. Old man alone 

28. Old woman alone 
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 1.4 Former slaves 
 
In Yetmen former slaves descended from Southerners brought to 
the Amhara Region to work during the Imperial regime have been 
despised and looked down upon by the chewa of “noble birth” and 
even by the craftworkers. Former tenants and herdsmen may also 
be considered somewhat inferior. 
 
1.5 Natives and immigrants 
Distinctions are drawn for some purposes between natives (balager) 
and immigrants mete). The status has some importance in Yetmen. 
 
2. Ideal household cycles, deviations and poverty 
 
A major conclusion of a paper the authors wrote on household 
poverty (Bevan and Pankhurst 2007) is that much of it is related to 
the household development cycle, and in particular to whether 
households follow the ideal cycle23 or fall off it due to social shocks  
including inability to marry, divorce, death, etc.  Table E1 presents 
types of households divided into ideal ones and corresponding 
'deviator' households that have suffered a particular shock or event 
that destabilises them. Table E2 then goes on to show that 'deviator' 
household are more common among the very poor and destitute. 
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 3. State of  Poverty in Ethiopia  
 
3.1 Trends in the Income/Consumption Dimensions of Pov-
erty 
Traditionally, the use of income and consumption approach, based 
on household income and expenditure surveys, has become            
common in quantitative poverty analysis and policy discourse  
(Chen and Ravallion 2000).  
 
Consumption is conventionally viewed as the preferred welfare  
indicator, for practical reasons of reliability and because consump-
tion is thought to better capture long-run welfare levels than current 
income. 
 
3.1.1 Trend in the Level of Poverty (Head Count Ratio) 
Unlike in most African countries, comparison of poverty levels over 
time has been possible in Ethiopia due to the availability of panel 
household income and expenditure data since 1994.  
 
As mentioned in the previous section, the head count ratio only 
provides information about the fraction of population living under 
the poverty line at a given point in time. Below, Figure 2, based on 
the six rounds of ERHS data set; and Figure 3, based on three 
rounds of HICES data sets shows trend in rural poverty levels       
between 1994 and 2004. The head count poverty  ratio was about 
56% in rural Ethiopia in 1994. This level of poverty has declined to 
39% in 1997. This improvement in the level of poverty could be 
attributed to a multitude of factors. As discussed in Bigsten et al. 
(2003) and Bigsten and Shimeles (2007), the initial improvements 
shown in three years, between 1994 and 1997, could be due to good 
weather conditions, strong policy reforms, relative peace and         
stability from the longest civil war, the end of the socialist economic     
system and the general economic recovery. This period has also 
been the aftermath of the instigation of the Agriculture                    
Development Led Industrialization (ADLI) strategy and other         
development strategies and programs.  
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 Similar trend has also been reflected in the urban poverty level, 
where poverty declined by about 8 percentage points from 41% in 
1994 to 33.6% in 1997.  
 
Readers should know that the improvement in the rural areas in 
1997 was somehow exaggerated due to survey timing associated 
with bumper harvest since the survey period was immediately after 
harvest, hence recording irregularly high reported income and         
consumption compared to other rounds.  
 
From 1998 to 2000, poverty level has increased in both rural and 
urban areas. According to a number of studies and empirical        
findings, the worsening of poverty level is due to multiple social, 
economic, political and environmental crises in the country. There 
was a full scale war between Ethiopia and Eritrea from 1998-2000, a 
sharp decline in world coffee prices, and unfavorable weather         
conditions, where about 13 million people were starved due to 
drought.  
 
The year 2004 was marked with a relative improvement in the level 
of both urban and rural poverty level, where it declined from 45.2% 
to 40% and from 50% to 43%, respectively. This improvement in 
poverty level could be due to a recovery from the 1999/2000         
multidimensional crises in the country and good weather conditions 
in the consecutive years. However, in 2003, the country had experi-
enced drought and unfavorable weather conditions.  Although there 
are some improvements since 1994, the level of poverty remains 
high in both rural and urban areas.  
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 north and the south, in towns and in the countryside, 
in the past and in the present. ..it is so widespread that 
it has been described as a 'pan-Ethiopian cultural 
trait' (Levine 1974: 56). (Pankhurst, 2001: 1) 

 
In all sites there are also small minorities involved in non-farming 
occupations including smiths, potters, in some cases tanners and 
weavers. Apart from the last category they tend to be despised, and 
interaction with them is constrained and intermarriage unheard of. 
In Dinki all five full-time weavers and ten out of 11 part-time  
weavers are Argobba and this is considered a respectable            
occupation. The only part-time leatherworker is also Argobba, but 
the two part-time smiths are Amhara.  In Turufe the only full-time 
leatherworker is from the Wolayta minority. However, insofar as 
craftworkers are able to farm as well as obtain income from          
craftwork they may become relatively wealthy as in Yetmen, and 
their status can improve. Other skilled occupations such as those of 
carpenters, masons, and tailors in all sites may be means to becom-
ing relatively wealthy involving occasional or seasonal work in urban 
areas. 
 
1.3 Clans  
Clanship is very important for the Oromo Arssi in Korodegaga and 
Turufe Kecheme, with certain clans claiming superior status, respect 
or precedence, numerical predominance, prior land rights or          
precedence in the gada age grading institution in the area. 
 
The significance of clanship has declined but it is still important in 
murder cases, with group responsibility for blood compensation 
payments, and also to some extent for bridewealth payments. 
Though belonging to descent groups is no longer the relevant social 
distinction it used to be in imperial times in Amhara societies, in 
Yetmen individuals can sometimes gain access to land through close 
maternal as well as paternal relatives; Disputes, particularly murder 
cases, can result in family feuds. 
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 Many people of Korodegaga say that they are Arssi and, at the same 
time, Oromo because they are Muslims. They consider the non-
Muslim population of the Oromo as ‘Amhara’ which to them 
means Christianised Oromo. As one female informant puts it, ‘the 
Amhara [to mean the Christian Oromo of Eastern Shewa] like their 
stomach; on market days both men and women enter hotels to eat 
food and to drink alcohol; women are not afraid to enjoy the com-
pany of men. However, the Arssi do not give much attention to 
their stomach; they prefer to sell their farm outputs and livestock to 
the Amhara to consume at home; and women are culturally forbid-
den to enjoy themselves with men in hotels.’ Thus, we can under-
stand from the above description that people call themselves Arssi 
in order to differentiate themselves form the rest of the Oromo 
population. During the Derg regime the local governments said that, 
‘all Arssi Muslims and Shewa Oromo must be called by the name of 
‘Oromo’. Arssi is the name of the region.’ So some Muslims have 
accepted this concept but others still believe ’we are Arssi’. 
 
Historic conflicts with neighbouring ethnic groups were reported 
from Korodegaga and Dinki, although the regular Korodegaga con-
flicts with Jille pastoralists are said to be a thing of the past. In 
Dinki both Amhara and Argobba consider the Afar to be traditional 
enemies involving regular armed conflicts in market places such as 
Dulecha, Zuti and Senbete and some theft of cattle and camels. 
 
There is a correlation between ethnicity and religion but it is not 
perfect. 19% of Amhara are not Orthodox Christians and 24% of 
Oromo are not Muslims. The Argobba are all Muslims while all four 
religions (Islam, Orthodox, Protestant and Catholic christianity) are 
covered by the ethnic groups from SNNP in Turufe Kecheme. 
 
1.2 Occupational ‘caste’ 

'Throughout Ethiopia there are minority groups of 
craftworkers and hunters that are excluded from main-
stream society. The marginalisation of these groups is 
not a new or localised phenomenon. It occurs in the 
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 Figure 2: Trend in Head count ratio in Ethiopia (1994-2004) 

 
 

 
Source: PASDEP/MoFED, 2006. 
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3.1.2 Poverty Comparison over Time and Space 
In this paper, we tried to estimate poverty indices using relative 
poverty line and a special Stata package (Distributive Analysis Stata 
Package –DASP) developed exclusively for poverty analysis by       
Abdelkrim Araar and Jean-Yves Duclos (2007). Based on relative 
poverty line (median value of consumption expenditure per capita), 
we estimate poverty indices and decompose by regions and urban 
centers.  
 
There are 15 villages included in the sample stratified in the major 
four regions. We have estimated the FGT0 index for each region 
based on the region’s own median consumption as a poverty line. In 
this case, the total national normalized head count ratio was around 
43.13% which is a bit lower than the one estimated by Bigsten and 
Shimeles 2007 (56%)  but close to the Bigsten et al. 2002 (41%).  
 
Overall, poverty level has slightly declined in 2004 in rural areas 
with a head count of 41.04%. The larger improvement in poverty 
level was in Oromia region where the head count index based on 
relative poverty line declined from 46% in 1994 to around 42% in 
2004. The group disaggregation of FGT shows that head count 
poverty was higher in Amhara and Tigray in 1994 compared to 
Southern Nations, Nationalities, and Peoples’ Region (SNNPR) and 
Oromia (See Tables below).  
 
Rural 1994 
. ifgt cons_expd, alpha(0) hgroup(region) opl(median) prop(100) rel(group) 
    Poverty index   :  FGT index 
    Group variable  :  region 
    Parameter alpha :  0.00 
--------------------------------------------------—-- 
         Group          Estimate            STD     
-----------------+-------------------------------—--- 
1: Tigray                 0.465839        0.000000  
3: Amahra              0.470472               .  
4: Oromia              0.463303               .  
5: SNNPR             0.426357               .  
---------------+-----------------------------—- 
Population           0.431327        0.000000  
-----------------------------------------------—-- 
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 volvement in trade. The migrants’ superiority continued during the 
Derg period with the Kembata, who had a strong political position, 
becoming particularly active in the Derg regime. In 1991 at the time 
of the change of government the Oromo gained the ascendancy and 
most of the Kembata were expelled and their land taken over. A 
few Eritreans were also expelled at the time of the war between 
Ethiopia and Eritrea, and very few have remained. Several of the 
few traders are Tigrayan or Amhara. However, positions in the 
Kebele Administration are fully controlled by the Oromo. Some mi-
grant labourers have faced discrimination or employers not honour-
ing payments, and there were attempts to restrict or ban migrant 
labourers. The migrant groups have been uneasy about their status, 
and the northerners in particular feared expulsions if the EPRDF 
lost power in the 2005 elections. Although expulsions have not tak-
en place they express feelings of insecurity, and some have adopted 
a strategy of sending their offspring to live, study and work in local 
towns and in Addis Ababa. 
 
In Korodegaga in 1994 the only ethnic group living in the site were 
Oromo. In 2005 there were about 30 migrant labourers, mostly 
young men, who worked in groups of four or more on the land 
rented and irrigated by the investors. Most of them were Amharas 
from Wello and some from Eastern Shewa, and there were also 
some Wolayta. They came into the community alone without any 
family members and lived in temporary tent-like houses which they 
built around the irrigated farms of the investors who rented the land 
from the locals. Some of these labourers also rented land from local 
farmers and produced vegetable cash crops. There were also a few 
share-cropper migrant labourers. The investors said they preferred 
to employ migrant labourers because they believe that the tempo-
rary settlers are hard-workers and well-experienced in irrigation 
work. There was no strong social interaction between the migrants 
and locals, but there were some conflicts. Local people accused 
them of raping their daughters and introducing bad habits like 
drinking. 
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Annex E: Intra-community causes of household poverty 
 
In two recent papers using data from four DEEP sites selected 
from the ERHS sites we identified two major structural causes of 
household poverty: unequal social status relations and institutions 
(Bevan and Pankhurst 2007) and the household’s situation in rela-
tion to the ideal household cycle(s) of the community (Pankhurst 
and Bevan, 2007). 
 
1. Unequal social status 
 
1.1 Ethnicity and religion 
Our sites are in two regions: Amhara and Oromia. Two of the sites 
are relatively homogenous in ethnic terms and ‘representative’ of 
their respective regions: Yetmen is overwhelmingly Amhara and 
Korodegaga overwhelmingly Oromo. The two other sites are more 
diverse: Dinki has both Argobba (60 percent) and Amhara (40 per-
cent), and Turufe has a majority of Oromo (57 percent), and mi-
grant minorities from the South (Wolayta 10%, Kambata 6%, Had-
iya 4%, Gurage 5%) representing about a quarter of the population 
and northern migrants (Amhara-Tigraway) about 17 percent.  
 
In terms of power relations ethnicity has been important mainly in 
the two heterogeneous sites. In Dinki the Amhara landlords who 
came from the highlands in the imperial times obtained land and the 
Argobba tended to be looked down on. During the Derg period the 
Argobba as well as Amhara tenants gained access to land. During 
the EPRDF period the Argobba were accorded more political 
prominence as an ethnic group with its own political party and rep-
resentation in the parliament. However, still today in terms of land 
and livestock holdings and other indicators of wealth the Argobba 
have slightly lower averages than the Amhara. 
 
In Turufe Kecheme the migrant groups particularly those from the 
North and especially those from Tigray gained economic power in 
the imperial period through exploiting larger land-holdings and in-
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 Rural 2004 
- ifgt cons_expd, alpha(0) hgroup(region) opl(median) prop(100) rel(group) 
 
    Poverty index   :  FGT index 
    Group variable  :  region 
    Parameter alpha :  0.00 

-----------------------------------------------—--- 
         Group          Estimate            STD    
-----------------+----------------------------—---- 
1: Tigray                 0.459627               - 
3: Amhara              0.425197               - 
4: Oromia              0.419725        0.000000 
5: SNNPR              0.412791               - 
-----------------+------------------------------—--- 
Population     |        0.410439        0.000000 
-------------------------------------------------—-- 

 
 
Urban 1994 
.- ifgt  expenditure_pc1, alpha(0) hgroup(city) opl (median) prop(100) rel 
(group) 
    Poverty index   :  FGT index 
    Group variable  :  city 
    Parameter alpha :  0.00 

-----------------------------------------------------——--- 
               Group           Estimate            STD   
-----------------------+-------------------------—--—---- 
1: addis ababa               0.402335        0.000000 
2: awassa                       0.346154        0.000000 
3: bahir dar                    0.071856             - 
4: dessie                        0.370370        0.000000 
5: dire dawa                  0.322148        0.000000 
6: jimma                       0.451923        0.000000 
7: mekele                      0.373832        0.000000 
-----------------------+---------------------------——---- 
Population            |      0.360121        0.000000 
-----------------------------------------------------——--- 
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 Urban 2004 
- ifgt  expenditure_pc5, alpha(0) hgroup( city) opl(median) prop(100) rel
(group) 
    Poverty index   :  FGT index 
    Group variable  :  city 
    Parameter alpha :  0.00 

-----------------------------------------------------———- 
               Group           Estimate            STD   
---------------------- +------------------------------——-- 
1: addis ababa               0.500579        0.000000 
2: awassa                       0.490196        0.000000 
3: bahir dar                   0.500000        0.000000 
4: dessie                        0.480000               - 
5: dire dawa                  0.490196               - 
6: jimma                       0.490000        0.000000 
7: mekele                      0.494845        0.000000 
-----------------------+----------------------------——–--- 
Population            |        0.499316        0.000000 
--------------------—+-----------------------------—–—-- 

 
In urban centers where the survey was conducted, percentage of 
population below the median level of consumption expenditure was 
about 36% in 1994 while the estimates show that poverty level had 
increased to about 50% in 2004. This demonstrates that urban      
poverty has become a critical challenge to the development effort 
undertaken by the country.  This increase in relative poverty in     
urban centers could be attributed to a number of factors. Following 
federal government structure and regional autonomy, there have 
been increased urbanization and emerging cities in Ethiopia.     
However, the nature of urbanization has not been in a fashion that 
creates sufficient employment opportunities. On the other hand 
there has been a continuous and increasing rural-urban migration 
that increased demand for food, shelter and other basic items. 
These factors plus the relative policy bias towards rural might led 
the urban centers to widespread poverty. We can also infer from the 
decomposition of poverty by urban centers that poverty is also         
getting worse in other cities. 
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 insecurity includes the threat of impoverishment and loss of basic 
means of sustenance, income insufficiency, job insecurity, hazard-
ous working conditions, and anxiety about old age (Desalegn and 
Aklilu 2002).  
 
Regarding the persistence of urban poverty a paper by Abbi Kedir 
and Andy McKay (2005) based on the Ethiopian Urban Household 
Survey panel data on seven towns collected over the period 1994–
97 suggests the existence of a sizeable level of chronic urban pov-
erty, which appears to be strongly associated with high dependency 
rates, low levels of human capital, and unemployment / underem-
ployment. A further paper by Abbi Kedir (2005) suggests that there 
are strong gender dimensions, with female headed households more 
likely to be persistently poor, and lack of education and involvement 
in casual work also being associated with continued poverty.  
 
In the Participatory Poverty Assessment (MoFED 2005) the worse-
off were characterised as engaged in petty trade, daily labour (which 
is more likely to be casual and unskilled), prepare and sell injera, sell 
firewood, and do domestic work. They had worse housing quality, 
access to services, education and ownership of consumer goods. 
The most important reasons for downward movements were illness 
(especially of the household head), family size increases, the decline 
in contraband trading that had occurred over the previous five 
years, asset sales to secure enough food, divorce, and increased 
competition in trading activities (caused by new entrants into petty 
trading). The vulnerable groups were the youth, the disabled, the 
elderly, squatters, and those infected by HIV/AIDS. 
 
The PPA concludes that 'Vulnerability in urban areas takes the form 
of being almost continuously on the edge of insufficient food for 
daily maintenance, and often falling below that line. It also often 
involves crowded and insanitary living conditions in poor quality 
housing squatting in shacks made of plastic and scraps of wood, and 
exposure to personal danger. Factors predisposing to vulnerability 
included lack of education and skills, and inability to start-up self 
employment enterprises due to lack of savings or credit. The most  
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 Annex D: Some evidence about the causes of urban poverty 
 
The UN Centre for Human Settlements study (2000) considers the 
main distinguishing features of urban poverty to be related to de-
pendence of the urban poor on wage labour in the informal sector, 
with a lack of protection from sickness injury and unpredictable 
demand for their services. Other aspects include limited human and 
material capital, lack of assets, and access to credit markets to cope 
with shock. Furthermore, urban poverty may be exacerbated by 
poor environmental conditions, changes in prices of basic goods, 
lack of social networks, violence and insecure tenurial status, the 
commodization of the urban economy and the negative effects of 
government actions. The report suggests that: 
 
'the environment and health risks faced by the urban poor result 
from the juxtaposition of industrial and residential functions; com-
petition for land; high living densities, overcrowded housing, traffic 
congestion, pollution and the mismatch between urban growth and 
the provision of clean water supply, sanitation, solid waste disposal 
etc' (UNCHS 2000:6). 
 
The report also suggests that the poor are victims of urban crime 
and social disarticulation, and lack of tenure security. Social exclu-
sion of beggars, street children and sex workers is considered anoth-
er characteristic of urban poverty in Ethiopia.  
 
A paper by Feleke Tadele (2004) reviewing studies on urban poverty 
suggests that the major aspects of urban poverty include unemploy-
ment and underemployment, high food prices, homelessness, lack 
of sanitation, the failure of municipalities to deliver social services, 
limited access to water and electricity and acute problems of trans-
portation.  Aklilu Kidanu and Desalegn Rahmato (2000) argued that 
the most serious problems that are mainly found in urban areas in-
clude unemployment, rapid population growth and absence of 
health and sanitation services. An interesting suggestion is that there 
is an improvement in gender relations in favour of women. In a 
study of four towns the same authors suggest that urban livelihood 
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 3.1.3 Trends in Poverty Gap (P1)  
 
One way of acquiring better information on poverty beyond the 
number of people under the poverty line as captured by the Head 
Count Ratio is through the Poverty Gap (P1) approach as          
mentioned in 2.3. The headcount ratio gives only the information 
that some proportion of the population is just below poverty line. 
P1 measures the depth of poverty, how much on average the poor 
fall below the poverty line. In fact P1 can also be interpreted as a per 
capita measure of the total shortfall of individual welfare levels       
below the poverty line; the sum of all the shortfalls divided by the 
population and expressed as a ratio of the poverty line itself. P1 or 
P*z measures the per capita “cost” of eliminating poverty (Deaton 
1997).  
 

 
 
Figure 4 above presents the trend in the average shortfall of poor 
people from the poverty line. The average level of deprivation has 
declined from that of 25.05% and 17.86% in 1994 to 16% in 2004 
of poverty line in both rural and urban areas, respectively. However, 
the improvement in the urban areas is very small compared to that 
of the rural area. This implies that the magnitude of resource      
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 transfer required to lift up very poor people to the level of the       
poverty line has declined because a large number of poor people 
were concentrated around the poverty line; hence the burden of 
reducing poverty has declined (Bigsten and Shimeles 2007).  
 
Trend in Income Inequality 
Income inequality in Ethiopia has been increasing significantly in 
urban centers, where large share of growth in income has actually 
been captured by the rich. That is resources in urban areas are         
increasingly controlled by minorities. Economic inequality can occur 
for a number of reasons; physical attributes – distribution of natural 
ability is not equal; personal preferences – relative valuation of       
leisure and work effort differs; social process and cultural values 
towards work; public policy – tax, labour, education, and other  pol-
icies affect the distribution of resources. Among a number of tech-
niques that measures in come inequality, we used the Gini      coeffi-
cient. Gini coefficient is defined as the ratio of the area      between 
the Lorenz curve and the equality line (the 45 degree line) to the 
area below the equality line. The Gini coefficient can simply be ex-
pressed as follows:  
 

 
 
Although, income inequality has remained unchanged in rural areas, 
the Gini coefficient for urban areas has increased from a lower lev-
el, 0.34, in 1995/96 to about 0.43 in 2004/05 (see Figure 5 and Fig-
ure 6, below). If this trend continues, we can linearly guess that by 
2009/10 (after two years) Gini coefficient for income inequality in 
urban centres will be above 0.5.  
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 A number of points are noteworthy: 
 
In material terms the remoteness and inaccessibility of pastoral areas 
renders them vulnerable to poverty particularly at times of drought 
In structural terms historical relations with the highlands have meant 
that pastoralists have been marginalised and their interests have not 
been articulated or defended 
 
In efficient terms historic hostility to the pastoral lifeway leads to land 
alienation and pressure to settle; the pastoral economy is also       
vulnerable to poverty traps relating to post-drought recovery, and 
socially is controlled by patriarchal elders. 
 
In final terms alienation of land by development projects, internal 
differences resulting from enclosures and sedentarisation, and con-
flict resulting from displacement, relations with the state, and com-
petition between groups are salient features. 
 
Because of their geographical location mainly in the border areas, 
pastoralist groups are subject to poverty causes relating to external 
factors including the inflow of weapons and violence from across 
borders as well as from tensions resulting from inter-state relations. 
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Kind of 
cause Description Internal External 

Materi-
al 

Livelihood produc-
tion materials: natu-
ral, person-made, 
human resources and 
liabilities 

Remote and inaccessible 
Recurrent drought and famine at de-
creasing intervals leading to pastoralists 
with no stock 
Modern weapons 

inflow of cheap weapons 
notably from South Sudan 
encroachment of groups 
from neighbouring coun-
tries. 

Struc-
tural 

Structural and insti-
tutional patterns of 
relationship 

Centre-periphery relations of exclusion, 
marginalisation and occasional violence 
Poor state services 
Interests not politically articulated or 
defended 
In-migrants compete for opportunities 
associated with economic development 
Increasing differentiation among pas-
toralists in terms of livestock holdings 

Pastoralist livelihood and 
cultural boundaries cross-
ing state boundaries 
Persistent cross-border 
insecurity and conflict 
Alleged support to dissi-
dent political organisa-
tions from neighbouring 
countries 

Effi-
cient 

Historical narratives 
Historic government hostility to the 
pastoral way of life leading to alienation 
of land and pressure to settle 

Historic loss of control of 
trade 

Independent varia-
bles 

livestock production volatility   

Mechanisms 
poverty traps in post drought period, 
falling out of the pastoral economy food-aid dependency 

Social processes control of stock by elders   

Final 

Choices, preferences, 
purposes, goals 

Government still hostile to the pastoral 
way of life (?) 
Some pastoralists choosing sedentarisa-
tion 
Some leaders and richer pastoralists 
enclosing land and water for ranching 

violent opposition 

Actions 

Government alienation of land for 
ranching, agriculture and wildlife parks 
and reserves: 
alienation of best lands by investors 
Leaders and richer pastoralists estab-
lishing enclosures reducing available 
land 
Some have chosen to settle increasing 
land-based conflict 

Cross-border raids 

Interactions and 
consequences 

Violent opposition from marginalised 
areas associated with Government 
control of populations resulting in loss 
of life, property and displacement 
Establishment of wildlife parks and 
reserves associated with evictions, 
threat of displacement, little or no 
compensation, conflict among local 
pastoralist groups 

Inter-state relations and 
tensions 

Table 15: Causes of the wealth/poverty of pastoralists 
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Source: CSA, HICES, 1995/96, 1999/2000 and 2004/05 

 

 
Source: EUHS, 1994 and 2004. 
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3.1.4 Difference in FGT Measures 
 
Difference over time  
 
This particular type of measure enables us to find out whether there 
was any improvement in the level of welfare between the first 
(1994) and the latest (2004) survey rounds. As can be inferred by the 
tables below, using median level of consumption during each round, 
we see that poverty level has improved in 2004 compared to 1994 in 
rural areas. Hence, it strengthens various claims and evidence that 
poverty level has been improving in rural Ethiopia during the past 
decade. However, our result shows that poverty in urban areas has 
deteriorated largely in 2004 compared to that of the 1994 level.  
 
From the result we can observe that compared with 1994, in 2004 
relative poverty had declined by 2.1 percentage points in rural areas. 
In other words, poverty level (FGT0) has declined by 5.1% in 2004 
compared to that of the 1994 level. On the contrary, urban poverty 
level was found to increase by 13.92 percentage points, which is a 
huge increase.    
 
Rural FGT comparison between 2004 and 1994 
 
- difgt cons_expd cons_expd, alpha(0) file2(E:\Flash\andi\Research\IAG
-Poverty Project\rural1.dta) opl1(median) pro 
> p1(100) opl2(median) prop2(100) 
   Poverty index   :   FGT index 
   Parameter alpha :         0.00 

  -----------------------------------------------———–- 
                          |       Estimate            STD     
  ---------------—-+---------------------------——----- 
   Dist_1(2004)   |        0.410439        0.000000 
   Dist_2(1994)   |        0.431327        0.000000 
  ---------------—-+----------------------------——---- 
       Difference   |       -0.020888        0.000000 
  --------------------------------------------——— 
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 based on wealth/poverty ranking results in recently published re-
ports, about 5–10% of pastoral peoples in the proposed project are-
as could be considered rich to very rich, about 25–35% viable, 
about 40–50% poor to very poor, and about 15–20% destitute. 

 
Drought has led to processes leading to impoverishment and 
'falling out' of the poor from the pastoralist economy, and has been 
exacerbated by refugee and returnee movements. Differences have 
also emerged based on control of livestock and enclosures of land 
and water points, such that richer herd owners employ poorer ones, 
and leaders or more wealthy men who control land have been able 
to hire labourers.22 
 
The destitute depend on selling charcoal and firewood, fetching       
water for town dwellers, tending herds for the rich, working as 
watchmen or labourers, charging tourists for handicrafts or              
photographs (particularly in South Omo) and traditional social        
welfare networks, where these still function. Many “modern”          
destitute are refugees, former pastoralists who live partly from food 
aid complemented by selling charcoal and firewood and fetching  
water for town dwellers. Some of the agropastoralists and destitute 
have settled at least temporarily in towns and refugee camps. The 
very poor do not send their children to school, have little or no        
access to health facilities, suffer from food shortage and take no 
part in community decision-making. They eat wild foods in a nor-
mal year, not just during crises. Female-headed households tend to 
be among the very poor and destitute. 
 
The pastoral groups have various institutions for mutual aid, e.g. 
making a contribution for a clan member with a severe problem, 
loaning milk animals for a short period, or helping a family to re-
stock when it loses animals through misfortune. Movement of fami-
ly members to towns to seek work in non-pastoral sectors may cre-
ate new types of socio-economic links between rural and urban are-
as, but it is not clear to what extent these offer new types of social 
safety nets (WB 2003).  Causes of poverty and wealth in pastoralists 
areas can be summarised in terms of the five types of causes as fol-
lows: 
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 Differentiation in pastoralist societies 
 
Although pastoralist communities are generally considered poorer, 
there are also significant and increasing differences within pastoral-
ist societies. Some of these differences are between pastoralist socie-
ties whereas others are internal differences within pastoralist groups. 
Differences between pastoralist groups depend on a number of  
factors. These include the size of the group. Whereas the Somali 
numbered over 3 million and the Afar almost a million in the 1994 
Census other groups are much smaller,21   with a few under 100,000 
notably the Nuer, quite a few with under 50,000 such as the Anywa, 
Dasanech, Hamer, Nyangatom, and Suri and others with less than 
10,000 such as the Arbore, Bodi, Mursi, and Tsamai. There are also 
differences relating to the extent of cultivation, use of irrigation and 
trade. Historically some groups such as the Afar and Somali have 
had an important role in trade, and the former developed a sultanate 
and have long been involved in irrigated agriculture. Along the 
Omo and Wayto valleys a number of small agro-pastoralist groups 
such as the Dasanech, Mursi, Tsamay and Hor have been involved 
in flood retreat cultivation. 
 
Although pastoralists have a reputation for being egalitarian, there 
are also significant differences within some pastoralist societies, of-
ten based on status related to being clan chiefs or leaders. The        
Pastoralist Community Development Project Appraisal document 
states: 
 
There is a marked differentiation within pastoral society in terms of 
livestock holdings, the most common measure of relative wealth. 
There are few very rich households, with large mixed herds of cam-
els and/or cattle, equines and small ruminants. The households that 
are more or less viable are those of pastoralists who can live mainly 
from their livestock and the agropastoralists who have enough ani-
mals to buffer against crop harvest shortfalls. Very poor agropasto-
ral households have only a small flock of small ruminants, a couple 
of cattle, and uncertain harvests from rainfed crops. The destitute 
have access to neither livestock nor land. As a very rough estimate 

43 

 Urban FGT comparison between 2004 and 1994 
- difgt rexpenditure_pc5 expenditure_pc1, alpha(0) file2
(E:\Flash\andi\Research\Urban expenditure-round1.dta) opl1         
(> median) prop1(100) opl2(median) prop2(100) 
 
   Poverty index   :   FGT index 
   Parameter alpha :         0.00 
  ------------------------------------------—--——--—- 
                          |       Estimate            STD     
  --------------—--+-----------------------------——--- 
   Dist_1 (2004)  |        0.499316        0.000000 
   Dist_2 (1994)  |        0.360121        0.000000 
  ---------------—-+--------------------------——------ 
       Difference   |        0.139195        0.000000 
  --------------------------------------------———--—- 

 
Spatial Difference Between Rural and Urban 
 
Using the features of DASP, we attempted to make a comparison of 
the level of poverty between urban and rural areas in 2004.         
Although, trends shows that poverty in urban areas is rising, still it 
remains more rampant in ruarl areas. As Figure 7, below shows rural 
poverty at any poverty line is above the urban areas. That is in rural 
standards, households living in urban areas are better. In other 
words, the curve shows poverty dominance between two distribu-
tions, urban and rural areas. As it was shown, the rural areas        
dominates urban areas in terms of poverty levels at any povery line. 
In fact, both first order and second order stochastic dominance test 
shows that the there was no intercept found between the two 
curves.  
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 Figure 7: The FGT curve with various poverty lines: 2004/05 

 
Source: CSA, HICES, 2004/05 
 
- dompov cons_pc cons_pc, order(1) cond1(ur==1)
 cond2(ur==2) 
Notes : No intersection founded.    
Distribution 1 dominates distribution 2.     
 
- dompov cons_pc cons_pc, order(2) cond1(ur==1)
 cond2(ur==2) 
Notes : No intersection founded.    
Distribution 1 dominates distribution 2. 
     
Decomposition of poverty by urban centers  
 
The relative and absolute contribution to the total poverty can also 
be decomposed by urban centers. Out of the seven urban centers 
included in the survey, decomposition of P0 by urban centers shows 
that the majority of the poor are found in Addis Ababa. Using the 
urban panel data set, Tadesse (2002) has decomposed the contribu-
tion of poverty by urban centers and he found that the sampling 
proportion from Addis Ababa is about 60% while its contribution 
to P0 was about 70%, 71% and 67 % in 1994, 1995 and 1997,        
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 The gross primary enrolment ratio for Afar, and the Somali regions 
are 13.8%, and 15.1%, respectively for the last year of SDPRP 
(2004/05). The key problems of education are access to schools, the 
poor fit with pastoralist lifestyles, and quality and efficiency problems 
due to shortages of trained staff, and cultural taboo towards sending 
girls to school (FDRE 2007:194). 
 
In terms of health the PASDEP notes: 
 

Status and outcomes are uniformly lower in the pastoralist 
regions than elsewhere in the country, in terms of indicators 
such as infant and maternal mortality. Health system coverage 
is also lower in most of the pastoral areas. The available 
health facilities are found haphazardly distributed, lack medi-
cines and medical equipment, and are short of staff. These 
factors are exacerbated by low levels of health education, 
Harmful Traditional Practices (HTPs), incidence of epidemic 
resulted from flood, and the prevalence of HIV/AIDS 
(FDRE 2007:194). 

 
The highest infant and under five mortality rates are found in Afar 
and Gambella regions, and vaccination coverage is lowest in Somali 
region and two in Gambella.20  However it is noteworthy that malnu-
trition rate in normal times are generally below national averages in 
pastoral areas, as can be seen in table 9, suggesting an important role 
for the pastoral milk component in the diet. Nonetheless         pas-
toralist areas as noted earlier are particularly prone to drought and 
malnutrition rates rise sharply in periods of drought and famine. 
 
There is no doubt that pastoralist populations have less access to 
services and tend to have significantly less non-livestock assets than 
farming populations. However, in terms of livestock, pastoralist 
communities are generally wealthier than most farming communities, 
although livestock ownership is uneven, and to some extent con-
trolled by elderly men and powerful leaders. 
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 9)  In response to external threat and internal pressures,          
enclosures by leaders or the more wealthy within pastoralist 
societies have weakened solidarity and increased pressure on 
resources. 

10)  In response to multiple pressures some sections of the pastor-
alists have become sedentary and engage in sedentary agricul-
ture, increasing land-based conflict and fuelling tensions       
between agricultural and pastoral livelihoods. 

11)  Due to recurrent drought and famine at decreasing intervals, 
many pastoralists have become impoverished, lost their stock 
and become wage labourers on agricultural schemes or in    
urban areas. 

12)  Persistent insecurity and conflict in many of the pastoral low-
land areas has hindered development and the fact that many 
pastoralists live on both sides of borders with neighbouring 
countries has made them suspect in terms of inter-state rela-
tions. 

 
As a result of these factors pastoral areas are acknowledged to be 
among the poorest in Ethiopia. As is noted in the PASDEP: 
 

'Poverty remains particularly intense in the pastoral areas, 
both in terms of low income and food consumption, and 
high in terms of the risk of sudden drops in income.  
Asset loss due to the death of livestock during droughts 
make it particularly difficult for pastoralist communities 
to recover from shocks. Furthermore, social indicators – 
whether they are literacy and education levels, or health 
status, are among the lowest in vulnerability, defined the 
country, as are the effective coverage of social services 
and infrastructure  (FDRE 2007:191). 

 
Regarding education and health care the situation in pastoralist areas 
is well below national averages. Regarding education the PASDEP 
notes: 
 
 

45 

 respectively. We undertook a similar exercise using the same data 
and urban centers but median consumption per capita as a poverty 
line (birr 84.00 per month in 1994 and Birr 104.4 in 2004) for the 
purpose of decomposition.  We found that in 1994 the population 
share of Addis Ababa was 60% while it contributes the highest 
share, 65.4%,  of the total urban poverty (see tables below). Other 
urban centers like Jimma, Mekele and Dessie used to contribute 
about 8%, 8% and 7% to the total urban poverty, which is more or 
less equivalent to their population share in the sample.  
 
Urban 1994: Decomposition of poverty by urban centers 
. dfgtg expenditure_pc1, hgroup (city) alpha(0) pline(84) 
 
    Decomposition of the FGT Index by Groups 
    Poverty index   :  FGT index 
    Group variable  :  city 
    Parameter alpha :  0.00 
  

 
 
 

Group FGT index Population 
share 

Absolute 
Contribution 

Relative Con-
tribution 

1: addis ababa          0.494885           0.592873         0.293404         0.653716  

2: awassa             0.483333         0.045489         0.021986         0.048986 

|3: bahir dar            0.204819           0.062926         0.012889         0.028716  

4: dessie              0.445652         0.069750         0.031084         0.069257  

5: dire dawa        0.194915         0.089462                 0.017437          0.038851  

6: jimma             0.510417         0.072782                 0.037149         0.082770  

7: mekele            0.522727         0.066717         0.034875         0.077703  

Population 0.448825   1.000000   0.448825   1.000000  

  |------------------- +------------------------------------------------------------–——————-- 
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 Urban 2004: Decomposition of poverty by urban centers 
. dfgtg expenditure_pc5, hgroup(city) alpha(0) pline(104.94) 
 
    Decomposition of the FGT Index by Groups 
    Poverty index   :  FGT index 
    Group variable  :  city 
    Parameter alpha :  0.00 

Interestingly, the picture in terms of relative contribution to total 
urban poverty has changed in 2004 compared to that of 1994,           
implying that poverty was getting worse in major cities. Cities like 
Bahir Dar, Dessie, Dire Dawa, and Jimma were observed to be 
worse off in terms of head count poverty index (based on the urban 
mean per capita consumption expenditure per month). The relative 
contribution to total urban poverty of Addis Ababa and Mekele has 
declined from 65% and 7.8% in 1994 to 57% and 5.2% in 2004, 
respectively. The contribution of  Bahir Dar, Dessie, Dire Dawa and 
Jimma has increased, revealing the increase in poverty in these           
urban centers relative to the urban total.  
 
 
 
 

Group FGT index 

  

Population 
share 

Absolute 
contribution 

Relative 
contribu-

tion 
1: addis ababa 0.482039 0.590287 0.284542 0.569863 

  
2: awassa   0.470588 0.069767 0.032832 0.065753 

  
3: bahir dar   0.479592 0.067031 0.032148 0.064384 

  
4: dessie 0.510000 0.068399 0.034884 0.069863 
5: dire dawa 0.578431 0.069767 0.040356 0.080822  
6: jimma 0.710000 0.068399 0.048564 0.097260  
7: mekele 0.391753 0.066347 0.025992 0.052055 

Population 0.499316 1.000000 0.499316 1.000000 
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 Pastoralists have tended to be regarded as economically poorer and 
politically marginalised for twelve inter-related reasons. 
 
1)  In geographical terms their presence in the lowland border 

areas has meant that they are less accessible to state structures 
and services. 

2)  Their mobility and limited representation in state structures 
until recently resulted in their interests not been articulated or 
defended. 

3)  They have been portrayed as practicing a backward and obso-
lete mode of livelihood, that is not responsive to market forces 
and interests and successive regimes have therefore sought to 
settle them on the grounds of providing them with services, 
reducing conflict etc. 

4)  The best lands in pastoralist areas, by water sources and river 
valleys which have been vital for dry season grazing and crucial 
to the sustainability of the pastoral economy have often been 
alienated for agricultural production, including both state and 
private irrigation schemes starting from the imperial period to 
this day. 

5)  Some of the best pastoral areas have been taken over for live-
stock ranching and fattening schemes, pushing pastoralists to 
more marginal and contested areas, sometimes exacerbating 
intergroup resource-based conflict. 

6)  The restriction in pastoralist mobility has pushed them to      
exploit more marginal lands more intensively thereby degrad-
ing the resource base, and increasing conflict between groups. 

7)  The establishment of farms has attracted considerable migrant 
skilled and unskilled labour so that pastoralists have often not 
benefited much from such development ventures, and mi-
grants have been involved in expanding agriculture and char-
coal burning, and their presence has altered the demographic 
balance and exacerbated population pressure. 

8)  Many of the areas where pastoralists live have been declared 
wildlife parks or reserves with the eviction or threat of dis-
placement of pastoralist groups often with little or no compen-
sation. 
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 Annex C: Some evidence about the causes of pastoralist pov-
erty 
 
Half the land in Ethiopia (52%) is pastoralist habitat (Markakis 
2003:1). Currently over 12 million people live in the pastoral        
lowlands representing about 15% of the population. Ethiopian         
livestock 'represents by far the largest concentration of domestic 
herds in any one African country' (Hogg 1997:8). Regarding the     
regional distribution of pastoralism the World Bank Pastoral          
Community Development Project Appraisal Document (2003) not-
ed that: 
 

'Pastoralism is extensively practised in the Somali and 
Afar national Regional states (Regions), in the Borana 
zone of the Oromia national Regional state, and in the 
South Omo zone of the Southern Nations, Nationali-
ties and Peoples (SNNPR) national Regional state. 
Pastoralists are also found in areas of Tigray,             
Benishangul and Gambella Regions. These lowlands 
encompass almost seven million people, in excess of 
500,000 km2 (61 percent of the area of Ethiopia) and 
over eleven million animals' (World Bank 2003). 

 
The Statement on Pastoral Development Policy issued by the         
Ministry of Federal Affairs19 noted: 
 

'Pastoralists inhabit over half of the Ethiopian           
territory.  There are at least 120 districts (Woredas) in 
all, 51 in Somali state, 29 in Afar state, 33 in Oromia 
state and 7 in the Southern Nations and Nationalities 
state.  The total population of pastoralists in Ethiopia 
is estimated to be over 7 million'. 
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 3.2 Trends in the Non-Income Dimensions of Poverty 
 
As mentioned in the introduction, the fact that most Ethiopians live 
in extreme poverty situations is amply reflected by the low level of 
their human development as captured by UNDP Human                  
Development Indicators (HDI). Since Ethiopia has suffered from 
drought, war, ineffective economic and social policies, and other 
factors, its HDI throughout the 1994-2004 period has recorded low 
levels as shown in Table 3.1. Albeit its relatively low level compared 
to other countries of similar development pattern, the index for 
Ethiopia has been on a steady path of increase since 1985. 

Source: UNDP, Human Development Report, 2007-08 
 
3.2.1 Education 
 
As shown in Table 3.2 below, Ethiopia has made remarkable           
progress in the education sector. Net enrollment ratio in primary 
education increased significantly from 1991 to 2004, reaching 46% 
in 2004 from 22% in 1991. The same considerable progress can be 
observed in the gross enrollment ratio in primary education, which 
gained 47 percentage points in the same period, attaining 77% in 
2004. Enrollment in secondary education is still poor and has not 
progressed as rapidly or reached as high a level as the primary              
education. However, it increased from 12% in 1991 to 28% in 2005, 
while it had dropped to 5% in 1999. Enrollment in tertiary            
education started at a low level of 0.7 in 1991, it progressed steadily 
to reach 2.5% in 2004, which is still a low rate by any standard. 
 
Dropout rates are high, particularly in rural areas where they had 
reached 19% for primary and 29% for secondary in 1996. They 
dropped to 14% and 17% from 1996 to 2004 respectively. The two 
major reasons for dropout cited in both primary and secondary 
schools were 'sickness' and 'need to work'. 7   

Table 3.1: Human Development Index (HDI)  trends for Ethiopia 
(1985-2005) 

1985 1990 1995 2000 2005 
0.311 0.332 0.347 0.379 0.406 
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    *World Bank, World Development Indicators 2007 
    **UNDP, Human Development Indicators, 2007-08 
    ***Welfare Monitoring Survey, 2004 
    Source : World Bank Africa Database 2006 
 
Literacy rates in Ethiopia have considerably improved in the decade 
from 1995-2005 compared to the 1985-95 period as adult literacy 
rate stood at 35.9% in 1995-2005 from its level of 27% in the         
previous decade. Youth literacy rate has also improved significantly 
as it went from 33.6% in 1985-95 to 49.9% in 1995-2005 as shown 
in Table 3.3. 
 

Table 3.2:  Ethiopia- School Enrollment indicators 

  1991 1999 2000 2001 2002 2003 2004 2006 
Net enroll-
ment ratio, 
primary (%) 22 33 36 40 42 42 46 68.2* 
Gross primary 
enrollment 
ratio (%) 30 59 63 69 72 73 77   
male (%) 36 72 76 80 82 83 85   
Gross second-
ary enrollment 
ratio (%) 12 5           28** 
 female (%) 11 12 13 16 18 19 21   
 male (%) 15 19 22 26 30 32 34   
Gross tertiary 
enrollment 
ratio (%) 0.7 0.9 1.1 1.4 1.6 2.2 2.5   
Dropout rates 
in rural areas 
(%)***                 
  Primary 19 

(1996)           14   
  Secondary 29 

(1996)           17   
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Table B4: Subsistence plus international cash crops 
 
 
 
 
 
 
 
 
 
 
 
 

Imdibir, 
SNNP 

A mid-altitude site 
near a town producing 
enset, maize, and vege-
tables. The main cash 
crop is eucalyptus 
trees. 

Enset disease. No employ-
ment opportunities. De-
crease in cereal production; 
cannot afford fertiliser. Chat 
became the important cash 
crop but income decreased 
because of govt tax. increase 
Changed weather conditions  
(from cool to dry and hot) 
affected chat. Inflation. Mi-
gration to urban areas for 
jobs including children. 
Women – petty trade, craft-
work. Children selling 
secondhand clothes at 
roadisde. Some construction 
labour opportunities 

35 -11% 

Down 
to 

1995, 
peak 
1997, 
then 

decline 

State in 1994 Changes to 2003 

Mean con-
sumption 1 
month 2004 

birr 

% change 
since 1994 Trajectory shape 

Middle altitude site 
producing cereals, and 
vegetables (potato) 
and chat for sale. Site 
regularly affected by 
rain failure; in bad 
years is dependent on 
food aid. 

Changing weather 
c o n d i t i o n s  a n d 
drought. A few irriga-
tion pumps.Trade in 
milk and chat. Work-
ing for the Chinese 
Road and Bridge 
Authority, new build-
ing at Alemayehu 
University. Commut-
ing to towns for work 
as daily labourers. 
Quantity and price of 
chat has increased. 
New varietyies of 
maize ,  sorghum, 
potato. 4 shops re-
cently opened. 

62 -37% 

Down to 1995, good 
increase to 1997, then 

decline 

A middle altitude enset
-growing site with a 
wide variety of crops, 
livestock, and coffee 
as the major cash 
crop.  Badly affected 
by 2002 drought 

The life of the people 
depended on the price 
of coffee which was 
reported as declining 
since 1998. Yields are 
good on average every 
other year. Avocado 
and banana intro-
duced. Some bull 
fattening. Some grow 
maize with fertiliser. 
Seasonal migration to 
work in govt gold 
mine. Petty trade. 
Change in weather – 
shortage of rainfall. 

45 -26% 

Down to 1995, good 
increase to 1997, then 

decline 

 
 
 
 
 
 
Adele 
Keke, 
Oro-
mia 
 
 
 
 
 
 
 
 
 
 
Adad
o, 
SNN
P 
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 Table B3: Highly populated enset sites 

 

  State  in 1994 Changes to 2003 

Mean 
con-
sumption 
1 month 
2004 birr 

% 
chan
ge 

since 
1994 

Trajec-
tory 

shape 

Aze 
Deboa, 
SNNP 

Within the highly popu-
lated enset growing area; 
cereals, pulses and vege-
tables are the main crops. 
Cash from livestock and 
their products, eucalyp-
tus, chat and coffee, trade 
and migration for work at 
sugar factory. 

Lack of rainfall and 
volatility in harvests.  
Coffee output decline 
and price decline. Cof-
fee idsease.  Loss of 
crops to wild animals. 
Selected seeds available 
but no fertiliser. In-
crease in livsstock shar-
ing. Some beef fatten-
ing.  Some employment 
in coffeee threshing and 
purifying companies. A 
few in stone and gravel 
trade. Increase in migra-
tion. 

81 11% 

Volatile, 
below 
1994 

measure 
until 
2004 

Gara 
Godo, 
SNNP 

A densely populated 
middle altitude enset- 
growing site; main other 
crops are maize, vegeta-
bles, and fruit. Cash from 
trade and migration plus 
sale of coffee and live-
stock products. Vulnera-
ble to famine. Some 
weaving, blacksmithing 
and pottery. 

New varieties of maize, 
wheat and teff increased 
outputs but drought. 
Increase in enset and 
sweet potato.  Increase 
in livestock sharing. 
Increase in off-farm 
activities: daily labour, 
petty trading (but has 
become non-profitable), 
seasonal migration for 
farm (govt and investors 
come to recruit) and 
urban employment. 
2000 drought and fam-
ine; 2001 serious famine 
Oxfam/World Vision 
distribute food aid. 2002 
drought, 2003 famine. 

63 270
% 

  
  
Steady 
increase 
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Source: UNDP, Human Development Report, 2007-08 
 
3.2.2 Health  
 
The health situation in Ethiopia is alarming as life expectancy at 
birth has declined from 1990 to 2004; the infant mortality rate re-
mains high even though it has declined from 131 per 1,000 live 
births in 1990 to 110 in 2004; HIV/AIDS prevalence had increased 
from 4.1% in 2001 to 4.4% in 2003 and decreased to a rate between 
0.9 and 3.5% in 2005 as shown in Table 3.4.  

*UNDP, Human Development Indicators 2007/08 
Source: World Bank Africa Database 2006 
 
As indicated in Table 3.5, health expenditure whether private or 
public is too low and the combined public and private expenditure 
on health has only progressed from a total of a mere 5% of GDP in 
1998 to 6% in 2003. Private expenditure has even declined from a 
very low amount of 3% of GDP in 1999 to 2% in 2003. 
 

Table 3.4 -  Health in Ethiopia 

Life expectancy at birth                                                                                                                                            
(years) 

Infant mortality rate 
(per 1,000 live births) 

Population living with 
HIV/AIDS aged 15-49 

years (%) 

 
1990 
 
 

  
1995 

  
2000 

  
2004  1990 

 
 

  
1995 

  
2000 

  
2004 

  
2001 

  
2003 2005 

 
 

44 45 42 42 131 123 116 110 4.1 4.4 [0.9-
3.5]* 

Table 3.3- Ethiopia- Literacy rates 
  1985-1995 1995-2005 

Adult literacy rate (% 
aged 15 and older), 

27.0 35.9 

Youth literacy rate (% 
aged 15-24) 

33.6 49.9 
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Source: World Bank Database 2006 
 
3.2.3 Nutrition 
 
The level of malnutrition among the population is usually measured 
by weight and height. For this particular measure, children are often 
used since nutritional deficiencies can be more easily measured and 
could be used as an indicator of the welfare of the household. 
Stunting -height for age- is an indicator of chronic malnutrition as it 
takes account of long-term nutritional deficiency. In Ethiopia, as 
inferred in Table 3.6, the share of children that suffer from chronic 
malnutrition has decreased from 57% in 1999 to 47% in 2004. 
 
Wasting is a condition of low weight-for-height which can be used 
as a indicator of recent malnutrition. According to the Welfare 
Monitoring Survey, in Ethiopia the prevalence of wasting stood at 
around 8% in 2004 and had reached 10% in 1998 and 2000.  
 
Underweight measures the general nutritional status of children. In 
Ethiopia, the prevalence of underweight children was 37% in 2004, 
which is a high level. This significant proportion indicates the     
extensive distribution of malnutrition among children in the coun-
try. Nevertheless, it is to be noted that all indicators –stunting, wast-
ing and underweight- are on a declining path from 1996 to 2004.  

Table 3.5 Ethiopia- Health Expenditure 1998-2003 

  1998 1999 2000 2001 2002 2003 
Health expendi-
ture, private (% of 
GDP) 2 3 3 3 3 2 
Health expendi-
ture, public (% of 
GDP) 2 3 3 3 3 3 
Health expendi-
ture, total (% of 
GDP) 5 5 6 6 6 6 
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Geblen, 
Tigray 

Highland  
escarpment site 
which used to 
depend on 
livestock and 
produce cereals, 
notably barley; 
main sources of 
cash are selling 
livestock and 
labour migra-
tion. Vulnerable 
to famine since 
1984. 

Before Ethiopia-
Eritrea war many 
young people migrat-
ed to Djibouti, Saudi 
and Yemen (illegally) 
and towns in Eritrea. 
Remittances from 
migrants.  FFW 
started 2001. Com-
muting and seasonal 
migration for daily 
labour (good stone 
masons). Livestock 
have all died. Women 
sell eggs, crops, 
chickens; some work 
in nearby towns. Very 
few shops, tearooms. 
Water reservoir under 
construction in 2003. 

74 +140% 
Slight decline to 

1995, main 
increase to 
1997, slight 

down then up 

Dinki, 
Amhara  

A small lowland 
site producing 
mainly tef¸  
maize and 
sorghum, with 
some irrigated 
fruit around the 
river. The site is 
vulnerable to 
famine.  

Drought and famine 
recur. The irigation 
improved: people 
gorw chat, coffee, 
sugarcane, papaya, 
mango, banana, 
onions, cotton. Cash 
crops are more pro-
ductive than food 
crops. Weaving and 
spinning, petty trade, 
blacksmithing, daily 
wage labour, FFW. 
Urban migration for 
daily labour and 
secondhand clothes 
trade.  

65  +62%  Steady slow 
growth  

      

Koro-
degaga, 
Oromia 

Lowland site 
by the Awash 
river; main 
crops maize, 
tef, and pulses; 
main sources 
of cash live-
stock, firewood 
sales, irrigated 
vegetables. 
Vulnerable to 
drought. 

Badly affected by 2003 
drought; ‘always waiting 
for the helping hands 
of the government’. 
FFW. Livestock de-
creased due to drought. 
Malaria. Increased 
urban migration for 
daily labour. Irrigation 
scheme built by 
UNICEF out of 
use.Three inward 
investors using pumps.  
Irrigation started by an 
NGO 2001-2006: 
onions and tomatoes – 
daily labour. 2002 – 
buying of pumps in 
gorups. Fertiliser use 
but not enough rain. 
Women sell firewood. 

64 +120% 
Steady slow 

growth to 1999 
then decline to 

2004 

State in 1994 Changes up to 
2003 

     Mean consumption  
1 month 2004 birr 

% change since 
1994 Trajectory shape 
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 Table B2: Food-deficit cereal sites vulnerable to drought/famine 

  State in 1994 Changes up to 
2003 

Mean con-
sumption 1 

month 2004 birr 
% change since 

1994 
Trajectory 

shape 

Shumsheha, 
Amhara 

Lowland site 
near Lalibela 
airport produc-
ing cereals and 
pulses, with. 
Vulnerable to 
famine;  sea-
sonal migration 
for daily labour 
and cotton-
picking; food 
for work. 

Limited irriga-
tion schemes 
undertaken by 
different 
NGOs since 
1991 – papaya , 
coffee, onion, 
green pepper; 
new variety of 
tef; FFW, 
increasing 
migration 

107 +34% Steady im-
provement 

Do‘oma, 
SNNP 

Lowland site 
resulting from 
resettlement in 
1985 growing 
cereals notably 
maize; main 
sources of cash 
are cotton 
production, 
weaving and 
trade in live-
stock products. 
The site relies 
on irrigation 
but is vulnera-
ble to drought. 
Bananas 

Since 2001 
employment 
opportunities 
for women and 
young men at 
Zage Agro-
Industry plc. 
Fertiliser, 
ground-nut , 
mango, avoca-
do introduced. 

82 +138% 

Good increase 
to 1995, small 

decline to 1997, 
big increase to 
1999, steady to 

2004 

Harresaw, 
Tigray 

Hghland es-
carpment site 
producing 
cereals notably 
barley; main 
sources of cash 
are selling 
livestock, 
migration, and 
salt trade. 
Vulnerable to 
famine. Used to 
migrate to 
Eritrea for 
work. 

Fertiliser and 
seeds are 
available but 
lack of water. 
Drought in 
1993/4; 
1995/6; 2001-
2003. Increas-
ing land short-
age, depend-
ence of most 
on FFW. 1993 
dam built; small 
no of people 
use irrigation. 
Migration to 
Afar to bring 
salt. Ethiopia-
Ertrea war 
stopped migra-
tion to Eritrea 
in 1998. In-
creasing urban 
migration. 

76 +44% 
Slight decline 

to 1995, steady 
increase to 
1999, flat 
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 However, as the levels remain relatively high, food-targeted policies 
need to be an absolute priority. 

 
Source: Welfare Monitoring Survey (WMS) 2004, extracted from Plan for Accelerated 
and Sustained Development to End Poverty (PASDEP) (2005/06-2009/10) 
 
3.2.4 Water and Sanitation 
 
While access to safe water and adequate sanitation are essential to 
avoid communicable diseases and lead a healthy life, in Ethiopia, the 
percentage of population with access to safe water stood at a mere 
25% in 1990 and declined to 22% in 2002.  The situation of access 
to sanitation is even more alarming as only 4% of the population in 
Ethiopia had access to sanitation in 1990 and it only went up to 6% 
in 2002, as shown in Table 3.7 below. 

Source: World Bank Africa Database 2006 
 
 
 
 
 
 

Table 3.6 Ethiopia- Nutrition indicators 
  1996 1998 2000 2004 
Stunting (%) 66 55 57 47 
Wasting (%) 7 10 10 8 
Underweight (%) 45 45 45 37 

Table 3.7- Ethiopia- Water and sanitation indicators 

  1990 2002 

Percentage of population with access to safe 
water 

25 22 

Percentage of pop. with access to sanitation 4 6 



52 

 4. Dynamics of  Poverty in Ethiopia  
 
4.1. Poverty Transitions (entry and exit) and Persistence 
 
Transition from one state of poverty to another depends on a        
number of factors: idiosyncratic and covariate shocks, household 
characteristics and state dependence.  Figure 8 below shows the 
percentage of households by rural and urban areas and by the        
number of times they were observed in the state of poverty. About 
21.4% of households in the rural sample have never been in the 
state of poverty in any one of the five points of observations. A 
large percentage, 40.7% of households in the urban sample, was 
observed to be non-poor during all survey rounds. On the other 
hand, a quarter of the sample households have been poor at least 
once. We can see that close to 80% and 60% of sample households 
have fallen in poverty at least once during the survey rounds in rural 
and urban areas, respectively. 
 
The percentage of households under persistent poverty during all 
rounds was about 4% and 2% in rural and urban areas, respectively. 
Since attrition rate in rural areas is very small (below 10 %), this  
pattern might typically reflect the transitory nature of poverty.  
 

 Figure 8: Number of times in the State of Poverty 

 

  

 Annex B: Causes of community wealth/poverty – agri-
culturalist communities 
 

Table B1 : Cash food crops for sale in towns 

  State in 1994 Changes to 2003 

Mean 
consump-

tion 1 
month 

2004 birr 

% 
change 
since 
1994 

Trajectory 
shape 

Sirbana 
Godeti, 
Oromia 

In the fertile Ad’a plain 
Sirbana Godeti are two 
mid-altitude road-side 
villages producing cereals 
and pulses. Tef is the major 
cash crop and livestock 
and their products are also 
traded. 

Weather dry 1999-2001; 2002 
good rainy season 

‘Investment’ by a certain 
individual is grabbing our land 
with no benefit. Young migrate 
to towns for work. Increased 
trade. A few grain traders 

145 +59% 

Steady to 
1997, big 

increase to 
1999, very 
small in-
crease to 

2004 

Debre 
Berhan, 
Amhara 

Four sites near the town 
of Debre Berhan are in a 
highland cereal producing 
area that is generally self-
supporting. There are 
differences in wealth 
between the four sites. 

Land redistribution in 1997. 
Frost problems. Increase in 
women selling dungcakes, 
straw, eggs etc. Irrigation 
programme but not imple-
mented. Since 1999 annual 
food for work 

121 +51% 
Peak in 1997, 
slow decline 

since 

Yetmen, 
Amhara 

A mid-altitude site pro-
ducing cereals; cash from 
selling tef, trading and 
migration. 

1997 land redistribution unfair. 
Newtef and wheat seeds and 
coffee. Sharp decline price of 
crops 2001, poor prices in 
2002, better 2003 but farmers 
can’t get credit for fertiliser as 
they could not pay their 
debts.Change in weather – rain 
shortage in September.  New 
cattle breeds but not accepted. 
An irrigation scheme was 
begun on grazing land but 
stopped by livestock owners. 
Irregular daily labour in Yet-
men town. Some youth migra-
tion for work but less than 
previously.Expansion of trade. 

121 +25% 

Down-return
-down-up to 

higher 
position 

Turufe 
Kechem
e, 
Oromia 

A peri-urban site near 
Shashemene producing 
cereals and potatoes which 
are sold as cash crops as 
are livestock. 

High use of fertiliser and new 
seeds; serious problems short-
age of land and no employ-
ment opportunity for children 
with 12th grade. Rare cash 
crops: sugarcane, chat, coffee. 
Cultivatin of enset, coffee, 
eucalyptus increased. Avocado, 
mango etc.The climate is 
changing: rainfall is more 
erratic than before, especially 
2002. Some carpenters, traders.  
Cross-breeding increased cows’ 
milk production. Increase in 
women going to work in Arab 
countries. 

79 +11% 

Decline to 
1995, steady 
increase to 

1999, decline 
to 2004 
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 It would be difficult to deduce that poverty in urban areas is also 
transitory as the attrition rate is above 20%. The concern is that 
there could be selectivity bias, where those households that drop 
from the panel observation could be those with insecured livelihood 
(too poor).   
 
Bigsten and Shimeles 2007 (rural and urban) and Andinet 2006 
(rural) have decomposed the poverty spell by household characteris-
tics as shown in Table 4.1.    
 
Table 4.1: Descriptive statistics for urban and rural households 
by no. of times in poverty 

Source: Bigsten and Shimeles, 2007 
 
As the probalibility of falling into the state and spell of poverty        
depends on both household level and covariate (community and 
national) factors, decomposing poverty status and spell length by 
those characteristics gives an important picture. As it can be       
inferred from Table 4.1, for the non-poor households, for all 
rounds, the average household size was 6.1 and 5.8 for rural and 
urban areas respectively. However, in both areas, the length of spell 

Characteristics 
Never 
poor 

Poor 
once 

Poor 
twice 

Poor 
thrice or 

four 
times 

Always 
poor 

Rural 
Household size 6.1 6.2 6.5 7.2 7.6 
Age of the head 44 46 47 47 48 
Female Head (%) 23 22 18 22 16 
Land Size (hectare) 2 1.7 1.6 1 0.7 
No. of oxen owned 1.8 1.4 1.3 1.1 0.6 

Urban 
Household size 5.8 6.6 6.6 7.3 7.8 
Age of the head 47 49 50 50 51 
Female Head(%) 35 38 46 41 44 
Unemployed (%) 4 4 4 7 14 
Reside in Addis Aba-
ba 57 61 62 74 83 
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 in poverty is associated with large household size. Similarly, as the 
age of the head of household increases, the chance of slipping in 
one or more spells of poverty increases in both rural and urban  
areas. This could be related to increasing vulnerability, to lower  
income and income generating potentials as the breadwinner        
becomes older. It could also directly related with nill or scant social 
security and pension system in the country that can envelope a large 
proportion of the population, especially the poor.  
 
Though the percentage of female headed households declines with 
the increase in the number of spell in poverty in rural Ethiopia,        
female headed households tend to fall in a number of poverty spells 
in urban areas. The fact that female headed households are relatively 
better off in rural areas than urban ones might be related to the fact 
that communities are tighter in rural areas. Another important        
consideration is that the bulk of the urban poor is found in the  cap-
ital city (Addis Ababa) where repeated spells of poverty are largely 
associated with being a resident in this city.   
 
4.2 Poverty Dynamics 
 
4.2.1 Poverty Transitions  
 
When analyzing poverty dynamics, among many others the most 
important variable that enters into the model is past status of        
poverty of the household itself. This very important factor influ-
ences the probability of slipping in poverty in the future. In dynamic 
poverty and unemployment literatures, it is known as “state depend-
ence” or “scarring effect”. It could be genuine or spurious.              
Irrespective of initial conditions, genuine state dependence is a situ-
ation where past poverty status influences future poverty          out-
comes. Spurious state dependence on the other hand attributed to 
permanent unobserved heterogeneity in the household such as intel-
ligence, ability, motivation, attitude, etc.   
 
Poverty transition can easily be shown by the average transition  
matrix that shows the average probability of being poor/non-poor 
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2. ERHS sites organised by livelihood system 
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 conditional on their poverty status during the previous round. Table 
4.2 below is taken from Bigsten and Shimeles (2007), shows the 
average transition probability.  
 
Table 4.2 Average Transition Matrix 

 
 
 
 
 
 
 
 
 
 
 
 
 

In rural areas, of those who were poor during the previous round, 
about 49% have remained poor. Using the same data Andinet 
(2006) found this proportion to be around 54%. On the other hand, 
among those who were non-poor, about 73% have remained        
non-poor in the next round. This shows that there is state depend-
ence in the dynamics of poverty in rural areas for both poor and 
non-poor states. The degree of state dependence and hence poverty            
persistence is more pervasive in the case of the urban sample with a 
54% probability that poor households during the previous round 
would remain poor. On the other hand, non-poor households      
remain non-poor with high probability of 79%. Movement across 
different state of poverty can also be seen from the table that there 
is high probability (51% and 46%) of moving from the previously 
poor to the current non-poor state of poverty in rural and urban 
areas. From the transition matrix, we can infer that poverty is more 
persistent in urban areas and transitory in rural areas.  
 

Poor Non‐poor 

Poor 49 51 
Non‐Poor 27 73 

Poor 54 46 
Non‐Poor 21 79 

Source: Bigsten and Shimeles 2007 based on ERHS data 

Rural 

Urban 

Status During Round 
t‐1 

Status During Round t 
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 4.2.2. Parametric Dynamic Regression Models and Discussion 
of Results  
 
In this paper, we do not try to estimate models of poverty dynamics 
rather discuss the results from studies that used various approaches; 
random effects dynamic probit model using simulated maximum 
likelihood (SML) by Bigsten and Shimeles (2007) and random      
effects dynamic probit model with the application of two-step      
approach by Andinet (2006). Both models control for the initial 
conditions problem, unobserved heterogeneity, and state            
dependence. The model estimated by Bigsten and Shimeles (2007) 
further controls for serial correlation. Structural model of dynamic 
random effects probit model can be specified as: 

 
 
Where, P*it is the underlying response variable determining the       
latent process, Pit is poverty status of household і during time t 
measured by the level of consumption expenditure, 1()is an indica-
tor function which is equal to 1 if the enclosed statement is true and 
zero otherwise. Xit  is a vector of exogenous determinants of        
poverty status,i represents all household specific time invariant 
observed and unobserved factors, Eit is idiosyncratic error term. 
This model can be estimated using Simulate Maximum Likelihood 
using Gaussian-Hermite quadrature, which needs a special program 
to be written or programs with such routine (as applied in Bigsten 
and Shimeles 2007). One can also estimate the above model that 
controls initial conditions problem, observed and unobserved              
heterogeneity and state dependence using two-step dynamic random 
effects probit using standard Stata package as applied in Andinet 
(2006). The regression results (both the direction and magnitude of 
the variables) of these two empirical works and two different          
approaches are interestingly similar in many variables. The           
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 Annex A: Changes in measures of community consumption 
wealth ERHS 1994-2004 
 
1. ERHS sites organised by Region 1994-2004 
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 regression results of these articles are presented in the Annex. Here, 
we present stylized facts extracted from these two articles.  
     
Stylized facts of poverty dynamics in Ethiopia 
 
a. Genuine state dependence –dynamic random effects models 

confirm that there is statistically significant state dependence on 
the dynamics of poverty in Ethiopia, both rural and urban. The 
implication is that after controlling the households initial          
conditions, observed and unobserved heterogeneity and other 
econometric issues, the authors found that the probability of 
falling into poverty in the future is significantly dependent on 
the current status. If a household is currently poor, it will           
remain poor during the next period with a probability of 34.6%8 
(Bigsten and Shimeles 2007). We can safely conclude that past 
poverty status inflicts an adverse behavioral and physical impact 
on the individual that leads to downward preference shift and 
loss of motivation, which in turn increases risk of poverty and 
its persistence in the future. By implication, policies that         
reduce current poverty level have statistically significant impact 
on reducing poverty in the future. On the other hand, existence 
of widespread poverty during the current period makes the       
effort of reducing poverty in the future challenging. Hence,  
effective policies that aims are reducing future poverty should 
also target alleviating current poverty level. 

 
b. Asset ownership and employment– asset ownership is one of 

the most important factors that determine the status and      
dynamics of poverty both in rural and urban Ethiopia. Land is 
the primary source of livelihood and security; while oxen are the 
major source of traction power and store of wealth.    

 
c. Household size, age of the head and mean age – among the 

vital determinants of poverty dynamics in Ethiopia, household 
characteristics play a significant role. Household size, age of the 
head and mean age in the household are important factors. As 
the household size increases, the probability of falling into        
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 poverty increases significantly both in rural and urban areas. 
However, the authors found that the square of this variable  
significantly reduces persistent poverty implying the existence 
of household economies of scale. Both Bigsten and Shimeles 
(2007) and Andinet (2006) could not find age as a statistically 
significant factor that influences state and dynamics of poverty 
at the household level. However, as mean age in the household 
increases, the risk of falling into poverty also increases (Andinet 
2006 and Bigsten and Shimeles 2007). This implies that as age 
composition increases in the household, productivity and         
productive capacity declines and hence income declines leading 
to persistent poverty. 

 
d. Level of Education – both articles have found that level of 

education of the head is an important factor that reduces the 
risk of poverty in rural and urban Ethiopia. Bigsten and         
Shimeles (2007) have also introduced wives’ level of education 
into the regression and found it to significantly reduce poverty. 
Since market wage rate or other labor market information could 
not be easily observed or measured in rural and urban centers, 
introducing level of education into the regression captures labor 
market developments.  

 
e. Gender - another dimension of poverty in both urban and rural 

areas is gender. Empirical results on poverty in Ethiopia show 
that female-headed households are exposed to the risk of       
poverty significantly and consistently compared to male-headed 
households. Among many factors, female-headed households 
are denied access to productive assets such as land and partici-
pation on productive opportunities. Besides, the problem would 
be more complicated when households mix lacks the required 
labor force for cultivation and other male dominated activities.    

 
f. Shock - besides many other factors that explain the welfare and 

poverty dynamics, risk and shocks are important causes of       
persistent poverty in least developed economies.  People in 
these countries face numerous uninsured risks such as human 
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 illness, sickness, or death of livestock, crop and pest diseases, 
and erratic rains or droughts, political strife, etc. (Dercon 2002 
and 2005, Hoogeveen et al. 2005). Using dynamic random     
effect probit model and autoregressive random effects model, 
Andinet (2006) found that shocks have a long-term impact on 
the persistence of poverty. Most of the idiosyncratic shocks 
have no persistent impact on poverty dynamics, where their 
impact is shortly wiped-out. However, the impact of covariate 
shocks, specifically drought, carries on over long period of time 
leading to persistent poverty. Once this shock is experienced, it 
takes longer time to adjust towards the long-run state of         
poverty.  

 
5. Conclusions and Policy Recommendations 
 
5.1. Conclusions  
 
In the static analysis, the level of poverty in Ethiopia declined from 
1994 to 1997 in both rural and urban areas; the decline being more 
rapid and sharper for rural areas. While in 1994 the gap between the 
urban and rural areas in the number of poor people below the      
poverty line was wide (41% and 56% respectively), it became         
narrower in 1997 (33.6% and 39%). However, the poverty level   
increased in both areas from 1997 to 2000 and declined in 2004. 
 
Similarly, the depth of poverty i.e. how much people on average fall 
below the poverty line, shows that the average level of poverty had 
declined from 1994 to 1997 in both areas, with a more pronounced 
improvement for the rural area than the urban one. This means that 
the budget required to raise very poor people to the poverty line 
level has declined, since a significant number of poor people were 
more and more concentrated around the poverty line. 
 
When considering spatial difference, it was found that poverty was 
more rampant in rural areas in both 1994 and 2004. Moreover, the 
study shows that poverty progressing more in cities such as Bahir 
Dar, Dessie, Dire Dawa, and Jimma whereas it declined in cities like 
Addis-Ababa and Mekele. 
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 Moreover, the study showed that while the level of inequality       
between the population has remained constant in rural areas in 1994 
and 2004, it has significantly increased in urban areas from 1995/96 
to 2004/05. The gap between the poor and the non-poor has      
widened in urban areas. 
 
While the number of households in persistent poverty was relatively 
low (4% and 2% in rural and urban areas, respectively), it should be 
noted that close to 80% in rural areas and 60% in urban areas were 
poor at least once during 1994-2004.  
 
To have a better understanding of the specific nature of households 
that are poor, a decomposition by household characteristics was 
undertaken which led to the following conclusions. Households that 
remained ‘always poor’ throughout the period of study and that can 
be qualified as ‘persistently poor’ have the largest household size 
(7.6 for rural and 7.8 for urban); a higher age for the household 
head (48 years and 51 years for rural and urban, respectively);     
dispose of lesser land (0.7 ha for rural areas); own the least number 
of oxen in rural areas; are the most hit by unemployment in urban 
areas (14%); and reside mostly in the capital city Addis-Ababa. 
 
As far as being a female head of households, it is directly correlated 
with being persistently poor, especially in urban areas. 
 
When the characteristics of households are taken into consideration, 
it is evident that the poor are not homogenous. Thus national    
programs and policies should be tailored to the specific needs of the 
poor according to their characteristics.  
 
As household size is directly correlated with poverty, it is crucial to 
increase education of the population, of women in particular. As 
mentioned above when discussing stylized facts, as age composition 
in the household increases, productivity and productive capacity 
declines and hence income shrinks leading to persistent poverty. 
Therefore, policies should focus on establishing social safety nets 
that help people to manage their present deprivation and reduce 
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 Research Initiative provides estimated figures and proportions for 
these categories. 
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 prevalent complaints concerned the rising cost-of-living, the          
prevalence of petty crime and theft, the extent of unemployment, 
and sanitation problems ( MoFED 2005).  
 
Characterisations of the poor and destitute in the two urban sites of 
the Wellbeing in Developing Countries Project were as follows. In 
Kolfe an area in the western outskirts of Addis Ababa: 
 
Poor people live in rented houses owned by the kebele or private 
individuals, their income is mainly used for food consumption, and 
they cannot afford to send their children to school or cover the cost 
of medical treatment. This group mainly includes pensioners, ex-
soldiers and small businesspeople. Destitute people are likely to be 
disabled, physically weak, elderly without help, and/or unskilled... 
Desertion is a frequent problem for poor destitute women. Most 
destitute husbands desert their wives for reasons such as unemploy-
ment, large family size, job-hunting and quarrels. In addition, di-
vorced women are socially stigmatised, being suspected of having 
multiple sexual partners and are blamed for increasing prostitu-
tion.... The poor work for the rich for small amounts of money or 
for food. In some areas, the rich systematically exclude the poor 
from iddir. ...Some poor informants say that the rich look down at 
them.  
 (Kolfe Community Profile 2006). 
 
In the cross-roads town of Shashemene the poor and destitute were 
described as follows: 
 
The poor are those engaged as daily labourers or involved in the 
informal sector. At the bottom are the destitute who live without 
any income of their own. They depend on the community for a  
living. Most of them are living by begging (Shashemene Community 
Profile 2006) 
 
The most vulnerable in urban areas include street children, sex 
workers, the elderly, beggars and disabled and the food insecure. 
The following table from the Urban Poverty Participatory Action 
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 their vulnerability. As far as ownership of land is concerned, as can 
be inferred from the decomposition by household characteristics, 
land ownership is inversely correlated with poverty, as when the size 
of land owned increases, the probability of falling into poverty        
decreases. However, as land is a state property in rural Ethiopia, the 
recommendation of increasing landholding size will not apply, 
which further hinders poverty reduction efforts.  
 
With regards to asset ownership, the number of oxen owned in  
rural areas and the value of durables in urban areas is a significant 
factor that affects poverty.  Policies to redistribute assets should be 
implemented in an efficient and effective manner.  
 
As unemployment is directly linked to poverty particularly in urban 
areas, measures should be taken to expand employment opportuni-
ties, especially by making the business environment less cumber-
some by reducing bureaucratic red tape with the aim of curbing the 
number of informal employment in urban areas that is precarious 
for the most part.  
 
Another point that should be considered when devising strategies is 
‘state dependence’. The study showed that there was a high           
probability of remaining in the same status of ‘poor’ or ‘non poor’ 
for consecutive periods. There is even more chance of remaining 
poor in urban areas (54%) for two consecutive periods than in rural 
areas (49%). The probability of remaining non-poor in both urban 
and rural areas is high (79% and 73%, respectively). Therefore,      
priorities should be made on reducing current poverty to better  
address future poverty.  
 
With regards to the non-income dimensions of poverty, the Human 
Development Index (HDI) has been on a steady path of increase 
from 1985 to 2004 but remains low compared to other countries in 
similar developmental stage. There is considerable improvement in 
the education sector, especially in primary enrollment rate where 
Ethiopia is set to meet its Millennium Development Goals (MDGs). 
However, enrollments in secondary and tertiary education are      
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 relatively low although in progress, especially for girls. Literacy rates 
have significantly improved both for adults and the youth from the 
decade 1985-95 to 1995-2005. 
 
By contrast, the situation in the health sector is highly concerning: 
life expectancy at birth has declined from 1990 to 2004; infant       
mortality rate while in decline remains at a high level; HIV/AIDS 
prevalence has increased from 2001 to 2003 and declined in 2005. 
Moreover, both public and private expenditure on health have been 
very minimal and have declined for private and barely improved for 
public. 
 
As far as nutrition is concerned, while chronic malnutrition has  
decreased from 1999 to 2004, it remains at a high level of 47%.  
Recent malnutrition has slightly declined in 2004 from a higher level 
in 2000. The prevalence of malnourished children, while having  
declined since 1996 is still at an alarming rate in 2004. 
 
For water and sanitation, the percentages of the population with 
access to safe water and to sanitation are very low. 
 
5.2. Policy Recommendations 
 
To further reduce poverty in Ethiopia in a sustainable manner, giv-
en the observation in the static analysis of poverty in the country, 
the following measures are recommended: 
 

 Boost productivity through increases in agricultural inputs, 
enhanced technology such as productive farming technolo-
gies 

 Devise strategies such as increased storage facilities;       
improve transportation systems to market livestock or 
move in times of drought; develop community-based credit 
systems; establish public social safety nets 

 Diversify means of income to avoid depending on rain-fed 
agriculture and acquire enough resource to import food 
when necessary; and not to depend on the whims of the 

  

 10.5 Policy in practice 
 
What happens in practice is almost invariably different from what 
was intended by policy designers for all the reasons described in 
the paper. But very little is known about what does happen in 
practice; hence the call for ‘realistic evaluation’. 
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 come together at community level. Policymakers and implementers 
do not have the quantitative and qualitative data and interpretation 
which they need on the diverse livelihoods, family structures, com-
munity relations and management, and the cultural ideas which un-
derpin the aspirations of people of different genderages. 
 
10.3  Policy design 
 
Development policy is prone to fashions which can lead to ineffi-
ciency in the use of a country’s resources. Some are donor-driven. 
For example, it is not obvious from an Ethiopian perspective why 
so much effort and so many resources have gone into promoting 
universal primary education while the country’s huge health prob-
lems have been so badly neglected. Others have come from the 
government, often being universally imposed. Development policies 
should be designed with particular real livelihood system and social 
communities in mind, which means getting to grips with diversity. 
 
It should be a matter of regular practice for government and donors 
to have plans to deal with knowable poverty-creating consequences 
of policy interventions and to monitor for unexpected consequenc-
es in order to deal with or compensate for them. 
 
10.4 Policy implementation 
 
The Government and the World Bank have very different ideas 
about how interventions should be implemented. Both policy styles 
are founded in ideology rather than management studies. The gov-
ernment’s top-down campaigning style is necessarily the one that 
prevails but our research has shown that it is resented by most rural 
residents, especially when the policy intervention is not appropriate 
for the particular community. The World Bank liberal ideology does 
not have a programme to deal with all the things that are ‘missing’ 
and it is not clear how the thinking in policy papers such as the 
WBCEM relate to the Bank’s lending and advisory activities. 
 

63 

 market such as the price of coffee  
 Allocate more funds to provide insurance and address      

vulnerability of the poor  
 Invest in the well being of rural areas to mitigate urban/

rural migration 
 Invest in job creation and infrastructure building in newly 

booming cities 
 
Since there is genuine state dependence as mentioned above, i.e. 
people who were poor at some point tend to remain that way and 
eventually end up in persistent poverty, it is recommended to: 

 Implement policies to redistribute assets  
 Invest directly towards basic physical infrastructure 
 Reduce social exclusion by expanding employment       

opportunities; markets and public institutions 
 Provide long-term social security 

 
Regional poverty strategies might be more important or even more 
significant than national strategies. Other regions should learn from 
Oromia and SNNPR that are relatively in a better situation than 
others.  The persistently poor might be concentrated in specific  
regions that might not offer the best opportunities for development. 
In these cases, an appropriate national strategy to support the      
regional poverty strategy will be essential. However, if the regional 
strategy is absent or weak (e.g. due to institutional inability to       
implement) then the national strategy will not be able to reduce 
poverty. 
 
To alleviate poverty emanating from shocks, the following policy 
measures are deemed essential: 

 Focus on social safety nets to help cope with temporary 
poverty 

 Establish limited-term unemployment allowances 
 Provide microcredit and adequate micro-financing 

schemes 
 Make use of social grants and workfare 
 Create new skills acquisition programs 
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 Whereas notable progress has been noted in the education sector, 
there are some challenges to be addressed in particular with regards 
to enrollment in secondary and tertiary education, quality, and girls’ 
education. To alleviate these challenges, it would be necessary to: 
 

 Allocate funds more equitably to ensure that secondary and 
tertiary education are not neglected 

 Encourage the enrolment of female students in secondary 
and tertiary institutions 

 Improve the quality of schools by building more schools to 
improve the pupil/teacher ratio 

 Expand tertiary education by allocating more funds to the 
sector, including increased remuneration for local staff 

 
To improve the health situation in the country, it is crucial to: 
 

 Allocate more funds and prioritize health expenditure 
 Recruit, train, and place adequate numbers of medical       

professionals, with provision of commensurate financial 
incentives 

 Provide education and empower women in tackling mater-
nal and child health issues 

 Develop and implement HIV/AIDS protection strategies 
at the community level to curb transmission of the        
pandemic 

 Enhance public awareness on HIV/AIDS, with particular 
attention to women 

 
To address nutrition problems, it is recommended to: 
 

 Enhance the use of quality seeds, modern agricultural tools, 
pesticides, and fertilizers 

 Encourage better water management and reduce depend-
ence on rain-fed agriculture 

 Provide awareness training on nutrition 
 Strengthen marketing networks 
 Educate women on appropriate food consumption to        
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 there needs to be a deconstruction of poverty incidence in terms of 
Region, zone where appropriate, wereda, kebele, kebele (relevant) parts, 
and households. Cultural systems are important in providing rules 
which can lead to poverty resulting from exclusion, exploitation, domi-
nation, and/or violation. Policy thinking which ignores politics and culture 
will be ineffective and possibly counter-productive. 
 
The different kinds of cause are more or less amenable to policy 
intervention, partly related to their ‘durability’. Material and social 
structures and many human beings are resistant to change and 
‘smart’ interventions will be based on knowledge about where the 
best entry points are in particular contexts. Development only    
happens when people change what they do, and that is most         
effectively achieved when they change what they think. Ideologies 
cannot be imposed. Policy thinkers also need to be clear about 
whether their intervention is aimed at a particular cause of interact-
ing set of causes of poverty, or whether it is aimed at alleviating ra-
ther than preventing poverty. In both cases other causal processes 
will not stop and they may interact with the policy action to produce 
unintended and perhaps undesirable consequences. 
 
Policy thinkers also need to be thoughtful about the social level at 
which a particular intervention is best aimed, and if it is at a low 
level, establish realistic structural and cultural connections between 
the high-level policy decision and the system at which it is aimed. 
They also need to monitor the whole policy process on a regular 
basis using a realist rather than simple emasurement approach 
(Pawson and Tilly, 1997). 
 
10.2 Policy research 
 
Respectable social scientific policy research is predominantly done 
by economists using survey methods and administrative data        
focused on the household and the country, analysed using sophisti-
cated statistical techniques, often in search of ‘universals’ as the     
basis for generalisations. Our paper has shown the importance of 
the household in all its diversity, and other social levels, particularly 
the nested political and livelihood systems which in Ethiopia tend to 
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 A number of points are noteworthy: 
 

 In material terms urban poverty is distinctive in the low lev-
els of material and human capital and the role of poor and 
risky environmental, housing and working conditions. 

 In structural terms the main problems include unemploy-
ment, job insecurity, and lack of formal or inadequate infor-
mal security, insecure tenurial status, high price of good and 
inflation, rising violence and crime, social exclusion notably 
of beggars, street children and sex workers, and vulnerabil-
ity of female headed and elderly headed households. 

 In efficient terms vulnerability to loss of means of subsist-
ence, commoditization of the urban economy and rapid 
population growth notably due to rural-urban migration are 
significant. 

 In final terms worries about old age without security, effects 
of promoting growth with insufficient safety nets and rising 
crime are major concerns. 

 The urban economy is influenced by external factors nota-
bly rising fuel prices and inflation and migration both exter-
nally in terms of labour migration abroad and remittances, 
and from pressure on housing, jobs and services from rural 
migration. 

 
10. Implications for policy thinking, research, prioritisation, 
design and implementation 
 
10.1 Policy thinking 
 
There are three (inter-penetrating) multi-level systems involved in 
the re/pro/duction of Ethiopia’s poverty: the economic livelihood 
system; the political management system; and the cultural system. In 
relation to the first in terms of incidence there needs to be an initial 
distinction between agriculturalist, pastoralist, and urban livelihood 
systems, though there are obviously structural relations between the 
two, and then further deconstruction within each based on rich 
knowledge rather than simple indicators. In relation to the second 
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 reduce malnutrition of children 
 Implement appropriate monetary policies to avoid inflation, 

especially on food items 
 Strengthen famine early warning systems by constructing 

roads in rural areas 
 Develop community-based irrigation initiatives 

 
To improve the water and sanitation issues in Ethiopia, the         
following actions are recommended: 
 

 Increase access to safe water to the general population by 
addressing infrastructure issues 

 Implement policies to increase well being in rural areas in 
order to reduce rural/urban migration and the formation of 
slums in urban areas 

 Increase community awareness of good hygiene practices 
such as safe collection of water and storage; use and 
maintenance of sanitary facilities; and environmental sanita-
tion issues. 
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 Table 16: Causes of urban poverty 

Kind 
of 
cause 

Causes originating at country 
level or beyond 

Causes originating 
at community level 

Causes 
originat-

ing at 
household 

level 

Causes origi-
nating at 

other internal 
levels 

Materi-
al 

Loss of labour due to migration 
abroad but remittances leading to 
some improvements 

Limited material capital 
Low levels of human 
capital 
Poor environmental 
conditions including 
missing clean water, 
sanitation, solid waste 
disposal, pollution, 
traffic congestion 
Overcrowded housing 
Insufficient housing 
Hazardous working 
conditions 

  

HIV/AIDS 

Struc-
tural 

Unemployment and underem-
ployment 
Job insecurity 
Dependence of poor on wage 
labour in the informal sector 
Higher (than rural) female-headed 
and old-headed households more 
likely to be persistently poor 
Lack of formal social protection 
services 
Missing credit markets 
High prices of basic goods 
Competition for land 
Insecure tenurial status 
  
  

Inadequate informal 
social protection net-
works 
Violence and crime 
Vulnerability to loss of 
basic means of subsist-
ence 
Social exclusion: beg-
gars, street children, sex 
workers 

High de-
pendency 
rates in 
some 
households 
  

Few urban-rural 
linkages 

Effi-
cient 

  

Poverty traps 
Commoditisation of the 
urban economy 
Rapid population 
growth 
Becoming socially 
isolated 

  

Rural-urban 
migration 
  

Final 

Choices, preferences, purposes, 
goals 

Negative effects of 
government actions 
promoting urban 
growth with insufficient 
safety nets 
Urban crime 

  Migration from 
rural areas 
putting pressure 
on housing, job 
availability and 
services 

Actions 

Interactions and consequences 
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 A number of points are noteworthy: 
 

 In material terms the remoteness and inaccessibility of pas-
toral areas renders them vulnerable to poverty particularly 
at times of drought 

 In structural terms historical relations with the highlands 
have meant that pastoralists have been marginalised and 
their interests have not been articulated or defended 

 In efficient terms historic hostility to the pastoral lifeway 
leads to land alienation and pressure to settle; the pastoral 
economy is also vulnerable to poverty traps relating to post
-drought recovery, and socially is controlled by patriarchal 
elders. 

 In final terms alienation of land by development projects, 
internal differences resulting from enclosures and sedentari-
sation, and conflict resulting from displacement, relations 
with the state, and competition between groups are salient 
features. 

 Because of their geographical location mainly in the border 
areas, pastoralist groups are subject to poverty causes relat-
ing to external factors including the inflow of weapons and 
violence from across borders as well as from tensions re-
sulting from inter-state relations. 

 
9.5 Causes of wealth/poverty in urban communities 
 
Table 16 summarises the main causes of the wealth and poverty of          
urban residents identified through a literature review summarised in 
Annex D. Again we have not included causes operating at commu-
nity and household levels in rural areas which are also relevant in 
urban  areas. 
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 Kind of 
cause 

Causes originating beyond 
the country 

Causes originating at 
country level 

Causes originating at 
livelihood system level 

Material 

Modern weapons Inflow of 
cheap weapons notably from 
South Sudan 
Encroachment of groups 
from neighbouring countries. 

  

Remote and inaccessible 
Recurrent drought and fam-
ine at decreasing intervals 
leading to pastoralists with 
no stock 
Livestock production volatil-
ity 

Structural 

Pastoralist livelihood and 
cultural boundaries crossing 
state boundaries 
Persistent cross-border inse-
curity and conflict 
Alleged support to dissident 
political organisations from 
neighbouring countries 

Centre-periphery relations of 
exclusion, marginalisation 
and occasional violence 
Poor state services 
Interests not politically artic-
ulated or defended 
  

In-migrants compete for 
opportunities associated with 
economic development 
 Increasing differentiation 
among pastoralists in terms 
of livestock holdings 

Efficient   

Historic government hostility 
to the pastoral way of life 
leading to alienation of land 
and pressure to settle 

Historic loss of control of 
trade 
Food-aid dependency 
Poverty traps in post 
drought period 
Falling out of the pastoral 
economy 
Control of stock by elders 

Final 
Cross-border raids 
Inter-state relations and ten-
sions 

Government still hostile to 
the pastoral way of life (?) 
Government alienation of 
land for ranching, agriculture 
and wildlife parks and re-
serves: 
Alienation of best lands by 
investors 
Violent opposition from 
marginalised areas associated 
with Government control of 
populations resulting in loss 
of life, property and displace-
ment 
Establishment of wildlife 
parks and reserves associated 
with evictions, threat of 
displacement, little or no 
compensation, conflict 
among local pastoralist 
groups 

Leaders and richer pastoral-
ists establishing enclosures 
reducing available land and 
water 
Some pastoralists choosing 
sedentarisation 
Settlement of some pastoral-
ists  increasing land-based 
conflict 
  
Violent opposition 

Table 15: Causes of the wealth/poverty of pastoralists 
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9.4 Causes of the wealth/poverty of pastoralists 
 
Similar community and household level causes of poverty and 
wealth are likely to operate in pastoralists areas and are not included 
in Table 15. In addition there are causes to be found at higher meso 
and macro levels which are described in more detail in Annex C and 
summarised in Table 11. 
 

 

Consequences of events 
surrounding the 2005 
election; 

      
opposition from mar-
ginalised areas,       
contradiction over land 
with investment pro-
jects 

  Spousal, intergenerational and 
sibling conflict Child wellbeing 
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E
f
f
i
c
i
e
n
t 

  

A history of autocratic 
and hierarchical institu-
tions; 

History of 
community 
circumstances 
and events 

Household affected by one or 
more ‘shocks’ of different types 
whose prevalence varies by local 
livelihood system 

Baby born into poor house-
hold 
  

Ideologically-driven fear 
of education   Livelihood and reproductive 

asset shocks 
Young men who started 
working life as labourers 

20 years  of unrest to 
1991   Human resource health shocks Human resource health 

shocks 
Social shocks related to 
government 

Social shocks 
related to gov-
ernment 

Social shocks related to govern-
ment   

    Social shocks related to house-
holds   

Vulnerability to trade 
shocks 
  

Actual weather 
and disease 
events 

Agricultural production volatility 
  

Infertility 
  

Poverty traps,   
Household poverty trap: poverty
–low social status –low power– 
poverty 
  

  

humanitarian aid traps   
Shock – reduction in buffers – 
vulnerability to further shocks – 
reduction in buffers .etc 

  

conflict traps in margin-
al areas       

Rapid population 
growth 

Community-
level population  
growth 

Household decisions on number 
of children 

Women (and men) having 
many children 

    Life course poverty; Life course poverty; 
    Inter-generational transmission 

of poverty   
    Household cycle poverty   

 Authoritarian cultures 
and practices 

Authoritarian 
cultures and 
practices 

Choices with negative conse-
quences, particularly by more 
powerful household members 

  

Government commit-
ment to out-of-date 
socialist ideologies 

  Patriarchal values and practices Failures of personal resilience 
  

Top-down approach Top-down 
approach     

Inappropriate’ policies; 
contradictions 
between invest-
ment and com-
munity land 
rights 

    

policy shocks; 
Local impacts of 
policy decisions 
(shocks) 

    

unequal regional poli-
cies;       
favouring investors 
over local people's 
rights, 

      
poor policy implemen-
tation;       

F
in

al
 

E
ff

ic
ie

n
t 
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 TABLE 17: ORIGIN LEVEL OF MULTI-CAUSES OF ETHIOPIA'S RURAL POVERTY BY TYPE OF CAUSE 
  Country community household individual 
M
a
t
e
r
i
a
l 

  Community isolation Household ill health Human diseas-
es 

  Poor infrastructure Household labour shortage High malnutri-
tion 

  Drought No oxen, livestock illness Poor child-
hood health 

  Crop failure Crop failure injury 
  Deforestation Low human capital   
  Erosion Household illhealth   
  Community  land shortages Household land shortages   

  Ecology – weather and disease 
patterns 

Unable to grow enough or rear 
enough or buy enough to feed 
themselves 

  

  
S
t
r
u
c
t
u
r
a
l 

Largely pre-modern 
economy, society, 
polity; 

Unequal land distribution insufficient holdings Genderaged 
work rules 

Insecure tenure; Insecure tenure Insecure tenure; Genderaged 
life cycle risks 

High political inequali-
ty Few rural-urban linkages Wage labour;   
Difficult regional 
context; 

Un(der)employment of educated 
youth Few off-farm opportunities   

Virtual economic 
monopolies 

Unequal power relations: exploita-
tion, exclusion, domination, viola-
tion; 

inter-generational and other com-
petition for farming land   

Government admin-
istration influenced by 
party structure 

Limited informal social security 
structures 

Weakness in negotiating asset/
labour exchange terms   

Limited services partic-
ularly in marginal areas. 

Locally-defined unequal social 
status: class, gender, age, ethnicity, 
religion, clan 

Unequal power relations: exploita-
tion, exclusion, domination, viola-
tion; 

Unequal power 
relations: 
exploitation, 
exclusion, 
domination, 
violation; 

  

Locally constructed social exclu-
sions associated with low power 
e.g. household head being female, 
young man, immigrant, from low-
caste occupation, ‘slave’, not from 
dominant religion, ethnicity or clan 

Locally constructed social exclu-
sions associated with low power 
e.g. household head being female, 
young man, immigrant, from low-
caste occupation, ‘slave’, not from 
dominant religion, ethnicity or clan 

  

  
Locally specific Interactions be-
tween livelihood and family struc-
tures 

Unequal patron-client relations 
between rich and poor permit 
exploitation; limited/no off-farm 
opportunities 

  

  Inequalities in local community 
management 

Household off the local ideal-type 
track 
  

  

  Competition and exclusions in the 
field of ideas 

Household in early or late phase of 
household cycle 
  

  

    Few/no buffers; Few/no informal 
social protection relationships   

  No/inadequate formal social 
protection 

No/inadequate formal social 
protection   

  
  

  
 
 
 
 
 
 
 
 
 
 

A Sociological Perspective on the Causes of Economic Poverty 
and Inequality in Ethiopia 

 
 
 
 
 
 
 

Philippa Bevan and Alula Pankhurst 1 
 
 
 
 

May 2008 
 
 
 
 
 
 
 
 
 
 
 



  

  
Abstract 
 
Both the Government (PASDEP 2006) and the World Bank 
(Country Economic Memorandum 2007) have identified a window 
of opportunity for new policies, accompanied by increased aid, to 
shift the country to an improved growth and development            
trajectory, which it is assumed will reduce the country’s poverty. 
Each document contains a range of explicit and implicit causal           
explanations of Ethiopia’s poverty to back up their policy proposals. 
However, there are no theories or conceptual frameworks to order 
and link the fifty causes of poverty adduced, explicitly or implicitly, 
in different places in these documents. In order to achieve a more 
rigorous analysis of the causes of poverty in Ethiopia we show that 
Ethiopia’s poverty (and non-poverty) is structured and can be        
explored by deconstructing country-level measures into the nested 
meso and micro levels of Regions, livelihood systems, communities, 
households and people. Having mapped the poverties which           
contribute to Ethiopia’s poverty we argue that what is required for           
adequate explanations is a theoretical framework for distinguishing 
and linking different kinds of cause and establishing the social levels 
at which they originate. Using ideas from critical realism and            
complexity science we provide such a framework and use it to order 
the fifty causes in the policy documents. We then use secondary 
data and data from the Ethiopian Rural Household Survey and the 
Wellbeing in Developing Countries Ethiopia project to add some 
causes not included in the policy documents and some important 
causes of ‘non-poverty’ and draw some conclusions about the         
complex inter-weaving of the multi-level causes of the re/pro/
duction of poverty and inequality in Ethiopia. We conclude with a 
discussion of some policy implications. 
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  Illness originates at the individual level but can also be      
related to households and epidemics may have be at a  
community level and have country level consequences. 

 Structural causes are also largely at household and communi-
ty level; However there are also a number of structural 
causes related to the macro country and regional context, 
and genderage power relations can have consequences at 
the individual level. 

 Efficient causes are common at country macro level though 
they make take particularly forms in communities and have 
implications for households in terms of shocks and poverty 
traps. 

 Some independent variables such as vulnerability to trade 
shocks, and mechanisms, such as humanitarian aid traps 
may have international dimensions. 

 Social processes such as population growth start with        
numbers of children a woman has which can also be related 
to household decision making, and has community and 
national implications on fertility rates and population        
dynamics. 

 Final causes are concentrated at the macro level with        
consequences on other levels. 
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 or withstand the shocks. 
 Consequences of the events surrounding the 2005 elections 

may affect support for government policies at a local level. 
 Conflict within and between households can have serious 

consequences on household cohesion and the wellbeing of 
children. 

 
From the above summary we can see that causes attributed at one 
level may in fact originate at another, but have implications or      
repercussions at other levels. Some causes originating at the country 
level such as policy decisions have 'downward' consequences on 
levels below; others originating at the individual level such as the 
number of children a woman has, have 'upward' consequences on 
fertility rates and population growth. Causes originating at the meso 
level such as community land shortage, erosion or deforestation, 
can have consequences in both directions, such that households 
face land shortage and macro aggregations in terms of loss of         
production or productivity. Some causes may also originate at more 
than one level or be blurred between two levels, a few may have 
origins in cultural norms such as marriage rules that do not fit with 
the four levels, and others such as shocks relating to international 
trade and humanitarian aid traps may have international origins. 
Table 17 identifies the level at which the causes originate. 
 
The following comments can be made on the Table 17: 

 The biggest concentration of causes seems to be located at 
the household level and then the community level with less at 
the country level and least at individual level. 

 Material and Structural causes seem to be concentrated at 
household and community levels whereas efficient causes are 
more at household and country levels and final causes main-
ly at country level. 

 Material causes are largely at community and household 
levels, with some shocks spanning both levels such as land 
shortage and crop failure; 
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 Efficient causes 
 The history of autocracy and hierarchy at a macro level has 

implications at a local community and household levels. 
For instance the 1975 land reform privileged the now older 
generation. However, the history of community circum-
stance and events may differ significantly, for instance in 
some communities the establishment of an irrigation 
scheme may have a significant impact on poverty. 

 Though agricultural production vulnerability and volatility 
are macro level poverty outcomes, they are manifested in 
different ways and periods at community level and may 
affect households within communities differentially        
depending on the lack of buffers etc. 

 Poverty, aid and conflict traps are macro outcomes which 
take on different regional and local configurations and are 
ultimately felt at the household level where low status and 
power and lack of buffers lead to specific types of          
households suffering more than others. 

 Social processes identified at macro, community and  
household levels notably rapid population growth, life 
course poverty, and inter-generational transmission of        
poverty have cumulative macro implications but are       
generated at a household level and have serious implica-
tions for individuals within them. 

 
Final causes 

 Authoritarian cultures and practices and government       
policies generated at the macro level are replicated in      
top-down approaches at community level. 

 Patriarchal values and choices by the more powerful affect 
individuals within households, and lead to cumulative      
inequalities based on gender and age at community level. 

 Policies shocks have consequences at community and 
household level that are often felt unequally due to the  
ability of specific categories or type of household to resist 
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 However, these are manifested in different ways at the  var-
ious levels. 

 At macro level regional inequalities notably in service       
provision particularly in marginal areas, and economic  
monopolies and party influence on government may be 
significant. 

 At a community level inequalities in land and livestock 
holdings and in positions of authority are noticeable. 

 At a household level inequalities are based on locally-
defined unequal social status based on class, gender, age, 
ethnicity, religion and clan. Moreover, the poor, female 
heads young men, low caste individuals, immigrants are 
involved in unequal labour exchange relations, and may be 
excluded. Furthermore, those who have fallen off the ideal 
household cycle are less able to cope with shocks and lack 
social protection. 

 At an individual level, genderaged rules relating to work 
and genderaged life cycle risks compound are significant. 

 Insufficient land holdings was identified at the macro level, 
and shortages may also be important in some communities. 
However household inequalities are often a function of 
unequal access and distribution. 

 Limited urban-rural linkages is a factor at macro and    
community level, whereas limited off farm relations which 
was mentioned at the macro level is mainly significant at 
household level. 

 Genderage work rules and risks are located at the individual 
level but is organised at the household level and has        
cumulative implications at community and sometimes mac-
ro levels, for instance in the status of female-headed           
households. 

 Limited social protection to cope with shocks operates 
largely at a household level but has implications for           
individuals, and for community coping and ultimately the 
macro level. 
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1:  Wealthy people 
2:  Poor people 
3. Destitute people 
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 1. Introduction: the purpose and structure of the paper 
 

Ethiopia is very poor both in absolute terms and by             
international standards. A similar picture emerges for most 
other indicators of well being including on health status, 
nutrition, access to infrastructure and levels of industrial 
capital. Moreover, Ethiopia is subject to severe shocks, with 
lack of rainfall causing a high risk of famine and periodic 
large declines in agricultural output, in addition to an array 
of more specific health and income shocks faced by            
households. This overall picture shows both very low levels 
of well-being and of economic capacity (in human and 
physical capital). (World Bank Country Economic             
Memorandum2 2007) 

 
Both the Government (PASDEP 2006) and the World Bank 
(Country Economic Memorandum 2007) have identified a window 
of opportunity for new policies accompanied by increased aid to 
shift the country to an improved growth and development trajectory 
which it is assumed will reduce the country’s poverty. Each docu-
ment contains a range of explicit and implicit causal explanations of 
Ethiopia’s poverty to back up their policy proposals. However, 
there are no theories or conceptual frameworks to order and link 
the fifty causes of poverty adduced, explicitly or implicitly, in        
different places in these documents. 
 
In order to achieve a more rigorous analysis of the causes of         
poverty in Ethiopia we show that Ethiopia’s poverty (and non-
poverty) is structured and can be explored by deconstructing     
country-level measures into the nested meso and micro levels of 
Regions, livelihood systems, communities, households and people. 
Having mapped the poverties which contribute to Ethiopia’s        
poverty we argue that what is required for adequate explanations is a 
theoretical framework for distinguishing and linking different kinds 
of cause and establishing the social levels at which they originate. 
Using ideas from critical realism and complexity science we provide 
such a  theoretical framework and use it to order the fifty causes in 
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 9.3 Incidence levels and causes of Ethiopia’s agriculturalist 
poverty 
 
This section considers the various types of poverty at the different 
levels and seeks to identify at which level specific types of cause 
originate, and to which levels they spread or are aggregated. 
 
Table 13 presented the multi-causes of rural poverty as they pro-
duced poverty incidence at four levels: macro, community, house-
hold and individual,.18 The different types of causes in terms of the 
four levels, where they are located and implications for other levels 
can be summarised as follows: 
 
Material causes 

 Causes common to all four levels relate to ill-health; this is 
in reality located at the individual level but has repercus-
sions at the household, community and cumulatively macro 
levels. 

 Isolation, poor infrastructure and ecology and poor human 
capital are found at  a community level but have aggregate 
regional and macro consequences, as well as implications 
for households and individuals. 

 Inability to grow and/or rear enough or buy enough food 
was identified at the macro and community levels but in 
reality these are aggregates of household level poverty out-
comes, particularly since in all communities there are those 
who manage well and those who are caught in poverty 
traps. 

 
Structural causes 

 A largely pre-modern economy society and polity is noted 
at a macro level but has implications through the communi-
ty to the household and individual levels, for instance in the 
dependence on constrained social security structures. 

 Unequal power relations can be seen at macro, meso 
(community), micro (household) and individual levels. 
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 To summarise the major points by type of cause regarding a) house-
hold poverty and b) individual poverty: 
  
a) household poverty 

 Material causes include shortage of land and livestock 
 Structural causes include unequal distribution of land and 

livestock, wage labour, weakness in negotiating terms of 
exchange, unequal patron-client relations, lack of off-farm 
opportunities, locally defined unequal social status and ex-
clusions, locally specific interaction between livelihood and 
family structures and cycles, insufficient buffers and social 
protection to deal with shocks 

 Efficient causes include a variety of locally defined shocks 
including livelihood, human resource health, households 
and government related shocks, and historical events, agri-
cultural volatility, poverty traps and cycles relating to status, 
power, and households. 

 Final causes include choices of more powerful household 
members and their control of resources, and spousal or 
inter-generational conflict or competition. 

 
b) individual poverty 

 Material causes include illness and injury. 
 Structural causes include gender age rules related to work, and 

life-cycle risks, events relating to child nutrition and work, 
and young men becoming labourers or servants, failures of 
personal resilience and conflict between spouses or siblings. 

 Efficient causes include babies being born into poor        
households leading to malnutrition and child work; young 
men starting working as labourers and infertility 

 Final causes include failure of personal resilience, conflict  
between spouses and siblings, and divorce. 
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 the  policy documents. We then use secondary data and data from 
the WeD project to add some causes not included in the policy         
documents and some important causes of ‘non-poverty’ and draw 
some conclusions about the complex inter-weaving of the               
multi-level causes of the re/pro/duction of poverty and inequality 
in Ethiopia. We conclude with a discussion of some policy implica-
tions. 
 
The paper is structured as follows. In the next section we provide 
some indicators of Ethiopia’s poverty. In Section 3 we present lists 
of the causes of poverty invoked explicitly and implicitly in the 
PASDEP and WBCEM, which we have clustered into six types of 
cause, using an inductive methodology. In Sections 4, 5,and 6 we 
use empirical data to deconstruct country-level poverty by Region, 
major type of livelihood system (agriculturalist, pastoralist, urban), 
type of agriculturalist community, and household type, summarising 
our mapping in Section 7. In Section 8 we describe our theoretical 
approach to understanding the causes of poverty in Ethiopia and in 
Section 9 we use it to produce a more nuanced and rigorous analysis 
of the causes of Ethiopia’s spatially, socially and timeously            
structured poverties. In Section 10 we describe some implications 
for policy thinking, research, design and implementation. 
 
2. Ethiopia’s poverty 
 
Poverty in the PASDEP3 has two elements: income poverty and 
non-income elements which include human development poverty 
and what might be called ‘infrastructure poverty’. In this paper our 
main focus is income poverty and its causes. As we deconstruct 
measures of poverty at the different levels we consider poverty       
incidence, poverty trajectories through time, and inequality. 
 
Ethiopia is one of the poorest countries in the world. In 2005 GDP 
per capita (US$2003) was calculated as $97 giving Ethiopia a          
ranking of 153 out of 154 countries. Using a measure of GDP 
(Purchasing Power Parity) adjusted to take account of the cost of a 
basket of common items across different countries Ethiopia (2003 
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 PPP US$716) was ranked 148th out of 154 countries. On the             
Human Development Index (HDI) is ranked 169 out of 177            
countries and on the Human Poverty Index (HPI) 105 out of 108 
(UNDP, 2008). Thus on all four indices in 2005 Ethiopia was 
ranked in the last 9 among all countries with national statistics 
worldwide. 
 
However Ethiopia has grown richer in recent years as reflected in 
GDP growth rates since 2003/4 (Fig 1). 

 
Source: FDRE 2006 
 
In 2004/5 39 % of the population were estimated as living below a 
(very low) national poverty line equivalent to 45 US cents per day. 
 

‘The challenge of combating deep-seated poverty is com-
pounded by the fact that the poverty line, while reflective of 
consumption patterns of Ethiopian households, is by no 
means generous. Apart from the top few, most Ethiopians 
would be considered poor by the standards of a middle in-
come country, let alone a rich one.’ (WBCEM, 2007: 11) 
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Source:  Pankhurst and Bevan 2007 

TABLE 14: CAUSES OF HOUSEHOLD AND INDIVIDUAL POVERTY IN 
AGRICULTURAL COMMUNITIES 

Kind of 
cause 

Community level caus-
es of household pov-

erty 
Household level causes of household 

poverty 
Causes of 
individual 

poverty 

Material 
Community is materially 
poor 
Community land short-
age 

Household land shortages 
Household labour shortage 
No oxen 
Agricultural production volatility 

Illness, injury 

Structural 

Unequal land and live-
stock distribution Une-
qual patron-client rela-
tions between rich and 
poor permit exploitation 
No off-farm opportuni-
ties 
Locally-defined unequal 
social status: e.g. class, 
gender, age, ethnicity, 
religion, clan 
Locally specific Interac-
tions between livelihood 
and family structures 
No/inadequate formal 
social protection 

Wage labour 
Weakness in negotiating asset/labour 
exchange terms 
Locally constructed social exclusions asso-
ciated with low power in the community 
e.g. household head being female, young 
man, immigrant, from low-caste occupa-
tion, ‘slave’, not from dominant religion, 
ethnicity or clan 
Household off the local ideal-type track 
Household in early or late phase of house-
hold cycle 
Few/no buffers 
Few/no informal social protection rela-
tionships 
  

Genderaged 
rules related to 
work 
Genderaged life 
cycle risks 

Efficient 
Historical events: 1975 
land reform privileged 
the now older generation 

Household affected by one or more 
‘shocks’ of different types whose preva-
lence varies by local livelihood system: 
Livelihood and reproductive asset shocks 
Human resource health shocks 
Social shocks related to households 
Social shocks related to government 
Household poverty trap: poverty –low 
social status – low power – poverty 
Shock – reduction in buffers – vulnerability 
to further shocks – reduction in buff-
ers ..etc 
Household cycle poverty 

Baby born into 
poor household 
with malnutri-
tion and child 
work conse-
quences 
Young men 
who started 
working life as 
labourers 
Infertility 
Inter-
generational 
transmission of 
poverty 

Final   

Choices with negative consequences partic-
ularly by more powerful household mem-
bers 
Spousal or inter-generational conflict or 
competition 

Failures of 
personal resili-
ence 
Conflict be-
tween spouses, 
generations or 
siblings, divorce 
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 To summarise the salient points: 
 

 Material causes are related to isolation, poor infrastructure, 
ecology and low levels of human capital. 

 
 Structural causes include inequalities in relations, distribu-

tions and outcomes in four fields of action: 1) livelihood, 2) 
human re/production, 3) local community management, 
and 4) field of ideas.17 

 Efficient causes include the particular histories of community 
trajectories, actual weather and disease events, poverty 
traps, and community level population growth, inter-
generational and life course transmission of wealth and 
poverty. 

 
 Final causes include the tendency of a top-down approach, 

contradictions between investment and community land 
rights, and local impacts of policy decision resulting in 
shocks such as those from fertiliser price increases. 

 
9.2 Causes of the wealth/poverty of agriculturalist households 
 
As we have seen however wealthy or poor the community as a       
collectivity internal inequality divides households into wealth        
categories with only a proportion being in local poverty. Here we 
are interested in the causes of household poverty – which           
households are poor and why? Table 14 uses information provided 
in Annex E. We also provide a brief and inadequate column on the 
causes of individual poverty which is an issue we will be pursuing in 
future. 
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 Table 1: Poverty measures 1995, 1999 and 2004  

1Poverty gap 
2Poverty gap squared 
Sources: HICES surveys 1995/96, 1999/00, 2004/5 
 
Table 1 shows that across Ethiopia the proportions of households 
living below the poverty line declined between 1995 and 2004, and 
that depth of poverty in terms of the poverty gap and the severity of 
poverty also declined. However, consumption poverty measures 
vary with seasonality and with annual rainfall4 . So the figures must 
be  interpreted with caution. In addition household surveys are like-
ly to exclude the extreme poor, particularly in urban areas. Moreo-
ver, the food poverty index declined but there was no decline in the 
depth and severity of food poverty. The PASDEP 2005/06 Annual         
Report notes that 
 

... the trend rate of decline during the last ten years 
ending in 2004/05 has been 1.7% and 2.6% for total 
and food poverty, respectively. One factor that may 
have contributed to the limited impact of growth on 
poverty reduction could be the volatility of growth 
itself witnessed during this period (uneven growth). A 
one time shock may have eroded the asset base of  
individual households and render them vulnerable. 
The major drought in 2002/03, the effect of the Ethio
-Eritrea border conflict from 1998/99 to 1999/00, 
and the decline in coffee prices on the international 
market during the period may have neutralized the 
poverty reduction impact of growth. (FDRE 2007:7). 
 

  1995 
% households 

1999 
% households 

2004 
% households 

P0  Head count 
P1  Depth1 
P2  Severity2 

46 
13 
 5 

44 
12 
 5 

39 
8 
3 
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 Measured consumption distribution is relatively equal with a Gini 
coefficient of 0.29; only 16 out of 126 countries had a lower          
coefficient. It is nonetheless significant that low coefficients mean 
that a considerable proportion of people live close to the poverty 
line with significant risks of falling below the line. Moreover, even 
though levels of measured expenditure inequality are low there are 
still significant inter-household, inter-group, inter-regional (CEM, 
2007: 2) and urban-rural inequalities. 
 
3. Fifty causes of Ethiopia’s poverty in two key policy       

documents 
 
In this section we use the results of a discourse analysis to identify 
causes of poverty invoked explicitly and implicitly in the Govern-
ment PASDEP 2006 (Section 3.1) and the World Bank Country 
Economic Memorandum 2007 (Section 3.2). 
 
3.1 Causes of poverty suggested or implied in the PASDEP 
 
While the PASDEP does not provide a separate and simple         
discussion of the causes of Ethiopia’s poverty in analysing the      
document we have identified a set of causes which we initially        
clustered inductively under six headings. 
 
The first set of causes refer to the materials involved in livelihood 
production: natural and person-made materials and embodied       
human resources and liabilities. They include: 

 Dependence on rainfed agriculture 
 Crop failure 
 Volatility in household production 
 Deforestation and soil degradation 
 Isolated communities with poor infrastructure 
 Human diseases 
 Low levels of farming human capital5 
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 The second set of causes involve structural and institutionalised       
patterns of relationship: 

 Household vulnerability to shocks 
 Insecurity of land tenure 
 ‘Inappropriate’ institutions 
 Missing governance institutions 
 Missing social services 
 Missing farmers’ organisations 
 Missing markets 
 Uncompetitive markets 

The third set of causes involve mechanisms some of which produce 
a set of ‘poverty traps’: 
 

 The interaction of population pressures with the resource 
base producing a progressive deterioration of household 
asset bases 

 Low levels of infrastructure trap people in a subsistence 
economy with insufficient resources to make lumpy         
infrastructure investments 

 The low-risk/low return trap 
 The ‘early-childhood’ trap: poverty produces malnutrition 

limiting lifetime potential leading to next-generation        
poverty 

 Vicious circle of energy poverty 
 Vicious cycle: HIV-poverty-HIV 

 
The fourth set of causes relate to social processes 

 Rapid population growth 
 Life course poverty  
 Inter-generational transmission of poverty 

 
The fifth set of causes are events or accumulations of events (historic 
circumstances) which contribute to current poverty  

 Household shocks 
 20 years of unrest before 1991 
 A history of marginalisation in the case of pastoralists 
 Household shocks 
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 The sixth set of causes refer to ends: what people do (social action), 
why they do that they do (habits, goals, purposes, choices), who 
they do what they do with (social interaction), and the consequences 
of social interactions for structures and people (outcomes) 
 

 'Inappropriate' policies 
 
The PASDEP is a long document within which numerous         
complexities and caveats are presented which cannot be considered 
here. The headline set of causes highlighted are the poverty traps. 
The authors use this causal analysis to support the argument that 
households and people will only be able to escape these traps if 
there is a ‘major push’ on growth.  
 
3.2  Causes of poverty suggested or implied in the World 

Bank CEM 
 
In this section we identify causal arguments and assumptions in the 
WBCEM and classify them under the headings originally identified 
from the PASDEP list of causes. This is also a long and complex 
document which identifies explicitly or implicitly a range of causes 
of ‘income poverty’ and ‘underdevelopment’ which are summarised 
in the following list.  
  
1. Material causes: natural, person-made and human resources and liabilities  

 Geography  
 High transport costs to the sea and reliance on foreign 

ports 
 Challenging agro-ecological conditions: uncertain rainfall 
 Increasingly eroded soil base in densely populated rural 

areas 
 Tropical diseases of people and livestock 
 Small landholdings 
 Undeveloped transport and communications networks 
 High malnutrition and poor childhood health 
 Lack of human capital 
 Lack of productivity growth 
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 9.1 Causes of the wealth/poverty of agriculturalist       
communities 
 
In Table 13 we have located causes from the policy documents in 
terms of their levels of incidence and type of cause and added some 
new ones, notably in relation to community structures.  
 
In a recent paper (Bevan and Pankhurst 2007) we identified four 
important socially structured ‘fields of action’ which, other things 
equal, work together to re/pro/duce patterns of wealth and poverty 
in rural communities: the livelihood field of action; the field of         
human production and reproduction; the field of community        
relations and management; and the field of ideas. People of          
different genderages and statuses play different roles in each of 
these fields whose unequal structures are based on power relations. 
The field of community relations and management is important for 
the allocation and use of resources which may be affected by status 
differences such as genderage, ethnicity, religion, occupational caste, 
clan and poverty itself, and for the organisation of social insurance 
and protection. Different family structures are problematic for       
different kinds of people depending on marriage and inheritance 
rules. And the cultural repertoires of ideas available influence        
people’s goals and the choices they make.  
 
Earlier we have demonstrated the importance of type of livelihood 
system for community wealth and household poverty. In Annex B 
we provide more information about what happened to livelihoods 
in the 15 ERHS communities between 1994 and 2003 which pro-
vides an evidence base for the livelihood conclusions in Table 13.  
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 2. Structural causes: institutionalised patterns of relationship: 
 High degrees of political inequality 
 Absence of the social contract necessary for private       

investment and effective public action 
 Insecure property rights 
 Constraints and bottlenecks to growth: market risks 
 Weak demand 
 Incomplete value chains 
 Policy uncertainty 
 Poorly-functioning markets: labour, insurance 
 Narrow financial system 
 Pastoralists – marginalised and disadvantaged  
 Difficult regional context 

 
3. Mechanisms  

‘Poverty traps do appear to be salient’ – two examples 
 ‘the weather and market risks, soil erosion, small landhold-

ings and weak market connectivity that characterize        
Ethiopian farming make investment in productivity-
enhancing rural development a highly risky proposition, 
and 

 undeveloped transport and communications networks, 
weak demand, incomplete value chains, and policy uncer-
tainty reduce profits and increase risks for private sector 
investment in urban development’ (ix/x) 

 
4. Social processes 

 Rapidly growing population 
 
5. Events and historic circumstance  
 

 Political, socio-cultural and economic institutions associated 
with autocratic government and the hierarchal society of the 
Imperial regime 

 Stalinist economic policies, internal social conflicts often as-
sociated with ethnic and regional tensions, political authoritar-
ianism during the Derg era.  
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  These long-term institutional problems produced a lack of 
investment in communications, irrigation, soil conservation, 
and disease management 

 Ideologically-driven fear of the consequences of education 
for political mobilisation 

 
6. Ends: choices, interactions and outcomes 
 
 Top-down approach:cultures of behaviour of bureaucrats,          

politicians and citizens often involving a range of authoritarian 
practices 
 Policy shocks 
 Consequences of events following the 2005 elections for 

development strategy 
 
The WBCEM draws a distinction between longer- and shorter- run 
causes, which we will follow up on later, identifying the headline 
long-run causes of Ethiopia’s ‘extreme underdevelopment’ as 
‘institutional’. 
 
3.3 Social levels of poverty incidence in the policy        
documents 
 
The causes of poverty identified in the two policy documents are 
mostly related to ‘Ethiopia’s poverty’, although there is recognition 
of different spatial and social levels of poverty incidence. 
 
In the PASDEP evidence of differences in income poverty between 
urban and rural households is presented and in the section on       
research it is claimed that: 
 

The successive WMS since 1995/96, and HICE surveys, 
that have laid baseline information on income as well as 
non-income dimensions of poverty, disaggregated by re-
gion and gender, with rural-urban dimensions, enabling a 
better understanding of the nature and distribution of 
poverty in the country (FDRE 2006: 144) 
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kinds and degrees of boundedness across and along spatial and       
different social dimensions. As time passes the historically cumulating 
actions and interactions of social actors provide the motor for the 
reproduction, elaboration or change of the system’s structures.  
 
The structural elements of DCOSSes are resistant to change as they 
are the product of material structures which are stable for ‘durations’ 
which depend on the kind of structure they are and       institutions: 
formal and informal rules socially constructed and     enforced in so-
cial interactions and internalised in human psyches. The Ethiopia 
DCOSS is constituted by a set of smaller nested and interacting 
DCOSSes which are particularly important for the re/pro/duction of 
poverty. They include numerous sub-types of agriculture-based rural 
communities, pastoralist rural communities, urban communities and 
networks, and households.  

 
9. The inter-weaving of multi-level multi-causes of the re/pro/
duction of poverty in Ethiopia 
 
The fact that the PASDEP and the WBCEM between them              
produced fifty causes of poverty is evidence of the complexity of the 
materials, structures, events and interactions involved in its        pro-
duction, reproduction and reduction at different but interacting social 
levels. In order to get a better understanding of how this complexity 
works we now identify the multi-level causes of the wealth/poverty of 
agriculturalist communities, agriculturalist households and pastoralist 
and urban communities, combine these in a multi-level, multi-cause 
matrix of Ethiopia’s poverty and draw some conclusions. We then 
refine the matrix to identify the social level of origin of the different 
causes to assist in the identification of entry points for different policy 
interventions. 
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Figure 10: Structure-Agency model 

 
Time 1              Duration    Time 2 
 
         
                                  Things 1                                Things 2  
Material 1                                                                                       
                                                          Events                   
                                                                                       People 2 
                                 People 1 
                  Inter-Action           Social structure 2         
 
Social structure 1                Ideas 2   
 

Ideas 1      
 
We have adapted Archer’s model of how to analyse how social life 
proceeds to cast some light on how Aristotle’s kinds of cause work 
together. Although material and social structures (causes) are of       
different durations16, and may have non-linear trajectories, they are 
mostly relatively enduring providing the framework of constraint 
and enablement for the events and social interactions which are the       
efficient and final causes.  
 
Another important concept for critical realists is the concept of 
‘emergence’ which ‘refers to the way in which particular combina-
tions of things, processes and practices in social life frequently give 
rise to new emergent properties’ (Carter and New, 2004: 7). Emer-
gent        properties are more than the sum of their constituents; 
they are the product of their combination and can, in turn, modify 
the constituents.  
 
8.3 Complex systems 
 
Ethiopia can be modelled as a dynamic and complex open social     
system (DCOSS): a structured network of relations which on some 
dimensions, for example statehood, are bounded, although there are 
networks of relations crossing the boundaries, and variations in the  
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 There is also recognition that pastoralist poverty is worse than that 
in other livelihood systems. 
 
The WBCEM also acknowledges significant differences between 
Regions and between urban and rural livelihoods, and within the 
rural between pastoralist and other rural livelihoods. They also com-
pare poverty rates across food deficit weredas (around 61%) and 
food surplus weredas (40%).  
 
3.4 Social levels of origin of causes of poverty 
 
An important feature of the causal explanations explicit and implicit 
in these two policy documents is that they operate at and across 
different levels. For example, some are causes which originate at 
country-level which have (potentially diverse) ‘downward’ impacts 
on sub-systems; ‘inappropriate policies’ are designed at country level 
and implemented within the government system but this implemen-
tation process is played out differently in different wereda and then 
kebele contexts entering and impacting on different community       
systems in different ‘inappropriate’ ways. Other causes work initially 
at community, household and/or person levels and have ‘upward’  
impacts on higher system levels. For example, the ‘decision’ of how 
many children to have originates at household or individual level 
but the cumulative effect of these decisions through time reduces 
land availability within community systems and more broadly at 
country level. Yet other causal processes meet at an interface. For 
example in each kebele  the government system faces a local system 
of community management with its own structures, institutions, 
culture(s), dynamics and history. We return to the issue of the social 
level at which causes originate in Section 9 following some             
consideration of the different social levels at which poverties can be 
identified. 
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 4. Deconstructing Ethiopia’s poverty: the Regions 
 
In this section which is constrained by the availability of data, we 
describe some Regional differences in income. These are partially 
related to differences in the major livelihood system types, agricul-
tural, pastoral and urban and we consider each of these separately in 
the next section. Not much faith can be placed in the data for        
Somali and Afar since they are Regions with large pastoralist          
populations about which there is little statistical information (World 
Bank 2005:27). 
  
Most of the 38% of households below the poverty line in 1999 lived 
in the ‘Established Regional States’ and Addis Ababa since these 
states contain 85% of the population. Incidence of household      
income poverty estimated for 1999 were highest in Tigray (49%) 
and SNNP (48%) and lowest in Oromia (32%); the rate for Amhara 
was 36% and for Addis Ababa 41%. In 1999 the highest poverty 
incidence measures were for the two ‘emerging regions’ of       
Gambella (66%) and Benishangul Gumuz (54%) which have         
suffered periods of insecurity and conflict. Measures for Somali and 
Afar are generally unreliable but are currently likely to be high,       
particularly in Somali where there have been a series of droughts 
and conflict with the state.  
 
Table 2 shows regional differences in the changes in the measured 
poverty rate between 1995 and 1999. There were, significant        
increases in the 'emerging' regions (31% in Gambella) and slight 
increases in Tigray, Oromia, and the cities of Addis Ababa, Dire 
Dawa and Harar. There was a big decrease in Amhara (9%) and a 
small one in SNNP (1%). The big decrease in Amhara Region, with 
more than a quarter of the population, offset increases elsewhere to 
produce no change overall for the whole country.  
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 As we argued earlier an important feature of the causal explanations 
in the policy documents is that not only are they of different kinds, 
but they also originate at different levels, although they can have 
cross-level outcomes. Any cause can therefore be identified as being 
of a certain kind and originating at a particular social level.  
 
8.2 A critical realist approach to understanding how the 
causes work together in particular contexts 
 
Critical realists adopt different ontological and epistemological      
assumptions from both positivists and post-modernists, making a 
distinction between our knowledge about the world (epistemology) 
and the world which is the object of that knowledge (ontology). 
‘Social phenomena .. are existentially distinct from the processes 
through which we come to know them’ (Carter and New: 3). In a 
series of books Archer has produced strong arguments to support 
the ontological claim that social structure, culture, and agency each 
possess distinct properties and powers in their own right.15 For     
example social structures involve unequal relations and are relatively 
enduring providing different combinations of enablement and       
constraint for agents differently located in the structures. Properties 
of people of relevance to agency are self-consciousness, reflexivity, 
intentionality etc. Culture is about the ideational aspects of social 
life. To understand the relationship between structures and agency 
one must take account of the passage of time. 
 
Figure 10 shows how events and interactions arise in a material and 
structural context. The energy that initiates actions and ideas is in 
people and other natural forms. The playing out of events and        
interactions has consequences for the materials and people          
involved, as well as the social and cultural structures, involving more 
or less change depending on context and choices.  
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 Table 12: An Aristotelian classification of the causes of poverty in the 
PASDEP and WBCEM PASDEP and WBCEM 

Kind of cause PASDEP WBCEM 

Materials 
involved in 
livelihood 
production: 

  

Dependence on rainfed agriculture 
Crop failure 
Volatility in household production 
Deforestation and soil degradation 
Isolated communities with poor infra-
structure 
Human diseases 
Low levels of human capital 

Geography 
High transport costs to the sea and reliance on 
foreign ports 
Challenging agro-ecological conditions; uncertain 
rainfall 
Increasingly eroded soil base in densely populated 
rural areas 
Tropical diseases: people and livestock 
Small landholdings 
Undeveloped transport and communications 
networks 
High malnutrition and poor childhood health 
Lack of human capital 
Lack of productivity growth 

Structural and 
institutionalised 
patterns of 
relationships 

Vulnerability to household shocks 
Insecurity of land tenure 
Missing governance institutions 
Missing social services 
Missing markets 
Uncompetitive markets 
Missing farmers’ organisations 
‘Inappropriate’ institutions 
  

High degrees of political inequality 
Absence of the social contract necessary for 
private investment and effective public action 
Insecure property rights 
Constraints and bottlenecks to growth: market 
risks 
Weak demand 
Incomplete value chains 
Policy uncertainty 
Poorly functioning markets: labour, insurance 
Narrow financial system 
Pastoralists marginalised and disadvantaged 
Difficult regional context 

Efficient 
causes: Histor-
ic circumstanc-
es or events 

20 years of unrest before 1991 
A history of marginalisation in the case of 
pastoralists 

A history of autocratic and hierarchical institu-
tions 
Historic lack of investment in communications, 
irrigation, soil conservation, and disease manage-
ment 
Ideologically-driven fear of the consequences of 
education for political mobilisation 

Efficient 
causes: Social 
processes 

Rapid population growth 
Life course poverty 
Inter-generational transmission of pov-
erty 

Rapidly growing population 

Efficient 
causes: Mech-
anisms 

Poverty traps Poverty traps 

Final causes: 
Purposes, goals 
  

‘Inappropriate policies’ 

Top-down approaches 
Cultures of behaviour of bureaucrats, politicians 
and citizens often involving a range of authoritar-
ian practices 

Final causes: 
Choices, ac-
tions, Interac-
tions and their 
consequences 

  
Policy shocks 
Consequences of events following  the 2005 
election for development strategy 
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 Table 2: Poverty by Region  

World Bank 2005: authors' own calculations using HICES data 

  

Popn 
 
 

 

% of 
popn 
 
 

 

1995 
 % house-
holds 
 

 

1999 
 % house-
holds 
 

 

  
Difference 

Tigray 
    
4,335,000 5.77 45 49 

+4% 

SNNP 
  
14,902,000 19.85 49 48 

-1% 

Amhara 
  
19,120,000 25.47 45 36 

-9% 

Oromia 
  
26,553,000 35.37 28 32 

+4% 

            

Gambella 
       
247,000 0.33 35 66 

+31% 

Ben-
ishangul 
Gumuz 

       
625,000 0.83 49 54 

+5% 

Afar 
    
1,389,000 1.85 20 43 

+23% 

Somali 
    
4,329,000 5.77 08 15 

+7% 

            
Dire 
Dawa 

       
398,000 0.53 47 49 

+2% 

Addis 
Ababa 

    
2,973,000 3.96 34 41 

+7% 

Harari 
       
196,000 0.26 25 29 

+4% 

Total 
  

75,067,000 100 38 38 
 
0 
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 Table 3 provides an indication of the volatility of consumption  
poverty from year to year as a result of overall and spatial changes in 
annual rainfall incidence.  
 
Table 3: Population in need of food aid by region 

Source: Bevan 2006 
 
Having established considerable differences between Regions in         
income and poverty incidence and trajectories we now establish that 
there are also considerable differences within Regions using an       
indicator of community consumption wealth (CCW)6 for the fifteen 
rural agricultural sites in the Ethiopian Rural Household Survey      
(see map7).  
 
 
  

  More than 65% of population in need (no of sites) 

  2000 2001 2002 2003 2004 2005 2006 

Tigray 2     18 3     

Amhara 1 1 1 10     1 

Oromia 6 2 4 17 6 2 2 

SNNP 2 1    1       

                

Somali 5 1 6 12 9 6 7 

Afar 5   1 14 2 3   
Benishangul 
Gumuz        1       

Gambella 1   1 2 1 1   
Total 22 5 13 75 21 12 10 
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 8.1 Aristotle’s classification of causes 
 
Aristotle identified four major kinds of cause: material, structural, 
efficient, and final. One example he provided was the building of a 
house. The causes involved were (1) the locally available materials – 
material cause (2) the organisation of the means of execution – 
structural or ‘formal’ cause (3) the energy used to make it happen – 
efficient cause and (4) the vision of what should be built – final 
cause. As with the house the four different kinds of cause work to-
gether in joint and sequenced combinations to produce particular 
outcomes. There is a growing interest among social scientists in us-
ing Aristotle’s classification in empirical analyses, particularly in or-
ganisation science/management studies where it is it often associat-
ed with a complexity science approach (e.g. Kaminska-Labbé et al, 
2006; Mitleton-Kelly, 2007) 
 
In Table 12 we sort the causes of poverty adduced in the policy 
documents into the four kinds identified by Aristotle. As with all 
classification systems (Bowker and Star: 1999) there are some items 
which fit into more than one category. For example, volatility in 
household production is a material feature of annual and seasonal 
differences in weather while a particular household experience 
which ends in chronic poverty is an efficient cause.  
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 There is another level of deconstruction to individual poverty which 
we cannot consider in this paper which may be related to inequalities 
within households which are not themselves poor.  

 
7. Patterns of poverty in Ethiopia 

 
We have established that poverty can be identified at various collec-
tive levels. Ethiopia is a poor country compared with most other 
countries. Afar is a poor Region compared with Oromia. Mekele is a 
poor town compared with Debre Zeit. Urban areas are richer than 
rural ones and agriculturalist livelihood systems are richer than pas-
toralist livelihood systems. And so on. Every time we deconstruct a 
‘poor’ collectivity we discover both wealthy and poor sub-
collectivities. Poverty depends on inequality in such a way that ex-
planations of poverty must also be explanations of different levels 
of ‘non-poverty’ or wealth. 
 
In the remainder of the paper we start by establishing the causes of 
the collective wealth/poverty of agriculturalist communities and 
then the causes of wealth/poverty among agriculturalist households. 
From there we move to an analysis of the causes of the wealth/
poverty of pastoralist societies and in urban areas before consider-
ing how these different levels and systems work together to consti-
tute ‘Ethiopia’s poverty’. Before we do so we briefly describe the 
theoretical framework which underpins the analysis. 
 
8. A multi-causal multi-level approach to poverty in Ethiopia 
 
We have developed a framework for researching the ways in which, 
in any country context, multi-level causes of different kinds interact 
and co-evolve13  through time to produce spatial and social patterns, 
dynamics and histories of poverty and wealth. The framework 
makes use of an Aristotelian approach to causes (Kaminska-Labbé 
et al: 2005), a critical realist approach to social research (Carter and 
New: 2004), and ideas from the increasing application of complexity 
science frameworks to the social world.14 
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Of the 15 sites 2 are in Tigray, 4 in Amhara, 4 in Oromia and 5 in 
SNNP. These sites are in no way representative of agricultural  
communities in each of the Regions, having been selected as       
exemplars of Ethiopia’s main livelihood systems Fig 2 only applies 
to the ERHS sample. In this sample in 2004, on average the       
Amhara sites were richest, followed by the Oromia, Tigray and 
SNNP sites.  
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 The point in including this figure is to compare it with Figure 3 
which deconstructs the Regional averages to show the considerable 
variation in community wealth in 2004 in all but the Tigray sample. 
For example the average monthly consumption in two of the     
Amhara sites is twice that in one of the other sites, while in Oromia 
the richest community has an average consumption of 145 birr per 
adult equivalent compared with 62 birr in the poorest. 

The poverty measures in Fig 3 are only snapshots in time. Figure 4 
compares more snapshots of Community Consumption Wealth 
measures averaged over site and Region in 1994, 1995, 1997, 1999 
and 2004. These all fall between 1994 and 1995, improve considera-
bly between 1995 and 1997, and show more improvement to 2004, 
except for the Oromia sites.  
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There are a growing number of destitute people, particularly in the 
two sites which are more market integrated: Yetmen and Turufe 
Kecheme. 

BOX 3: DESTITUTE PEOPLE 
 
From Dinki: 
The community organizations do not have religious/cultural reasons to exclude the poor 
but their membership obligations systematically bar the poor. The poor have been increas-
ingly excluded from iddir and mehaber since the famine period mainly due to economic  fac-
tors. The destitute borrow or receive grain/food from others. Some people need the desti-
tute to work for them. Others feel pity for them. Non-participation in Idir and Mehaber has 
been a typical form of social exclusion of destitutes. 
 
From Korodegaga: 
The poor are undermined by other people in their clan or the community. Poor and helpless 
people like me are excluded because we cannot contribute financially to social organisations. 
Old men who have wealth have a great role in decision-making and dispute resolution in the 
community. poor people have no voice in the community. Destitutes have no livestock or 
money; sometimes physically weak, no knowledge/skill to perform work properly, little or 
no food, may not be able to help family, leave organisations like iddir. Some depend on help 
from relatives, neighbours, govt. Others do daily labour or sell firewood. Two types – very 
poor who could change and those who don't know how to work and live with others. 
 
From Turufe Kecheme: 
What makes them destitute is poverty. They are not called to feasts, nobody asks them 
when ill. There are homeless and landless. The courses of destitute are that they live with 
the support of people. They don’t have proper meals; they sometimes sleep without eating. 
Destitute take part in any kind of work. They view themselves as socially outcast...        Des-
titutes are involved in clientage. ... Types of destitute: landless destitute, homeless destitute, 
sick but landowning and support less destitute. 
 
From Yetmen: 
Some destitutes do not have houses and even if they have it, it is poorly constructed.        
Destitutes do not have oxen and land.  They wear torn clothes and bad clothes, and most of 
the time they live a life that is hand to mouth.  Some of them are without iddir, mehaber and 
other institution. These people cannot contribute in terms of money or food, and they can-
not organize a festival and feed others. ... They have the habit of presenting themselves to a 
festival, and eat and drink even when they are not invited.  They do not care/worry with 
respect about people's judgment. Some live by sheltering themselves around the houses of 
the rich because they do not have their house . If there is any some work on daily labour, 
and live. And yet others serve the riches by taking contract they chop woods collectively or 
in groups.  By pooling themselves together, they harvest and work on the agricultural activi-
ties of the riches; they arrange marriage among themselves. Some live by begging. 



110 

 
On the other hand poor people often live miserable lives. 

 

BOX 2:  POOR PEOPLE 

From Yetmen: 

Poor people include those who work for a daily wage, farm labourers, those 
who are landless, those with no ox who sharecrop or rent their land out, those 
descended from a poor family, handicraft men who own no land, widows, pros-
titutes, those who collect and sell firewood and dung-cakes, those who make 
and sell tella, areke, kolo, bread, and those who are disabled and unable to work, 
especially old people with no one to look after them. The poorest of the poor 
are those people who are disabled and who have no supporter, but who make 
their livelihood by begging. 

From  Turufe Kecheme: 

Poor households may have land but no tools or oxen preventing them from 
getting a good yield. Destitute work as domestic servants or as daily labour. Ex-
soldiers, unemployed youths who have completed school, and peasants without 
land are underprivileged groups on the one hand, and farm wage labourers and 
traders on the other are evidence of incipient class formation in the kebele. 
However, the importance of these people, except traders is low. Traders are a 
good example for other farmers to get involved in off-farm activities to earn 
additional income. Many of the destitute are leprosy victims who have no child 
or relatives to help them. Some of them have little or no farmland. 

From Korodegaga: 

There has not been a good harvest in the past ten years. Drought results in crop 
failure and inability to feed the household members, leading to dependence on 
food aid and daily labour and firewood selling. This results in intensification of 
poverty in all aspects of people’s life. Lack of farm oxen is another handicap for 
the poor and destitute farmers. Due to lack of farm oxen, they are forced to rent 
or share-crop their farms or to share their labour in exchange for oxen with 
‘richer’ farmers. 
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Once again these averages hide considerable differences in commu-
nity wealth change between 1994 and 2004 and the volatility of 
measured changes along the 5 measurement points (see Annex 1 for  
Figures for Amhara, Tigray and SNNP).  Fig 5 illustrates the differ-
ences for one Region, Oromia. Of the four sites only two showed 
considerable improvement while Adele Keke saw a fall in MHC of 
37%. This figure shows how mean monthly consumption measures 
at the 5 measurement points from 1994 to 2004 changed considera-
bly and in different ways for different Oromo communities.  
 

Source: ERHS data for Porter and Dercon 2007 
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 The Figures in Annex 1 show that, while all the sites in Tigray and 
Amhara showed improvement between 1994 and 2004, though with 
varying amounts of volatility and improvement, two sites in SNNP 
were considerably poorer in 2004 than 1994. 
 
This evidence from these five rounds of the ERHS establishes that:  

 there is considerable diversity within Regions in rural com-
munity wealth as measured by consumption over a month 

 the extent of growth/decline over the period 1994 to 2004 
varied considerably among the fifteen sites  

 the volatility with which the measures changed from meas-
urement point to measurement point was also highly varia-
ble 

 
One of the underlying causes of differences in average poverty inci-
dence and trajectories among and within Regions is the structuring 
of within-Region livelihood systems and the relations between 
them. In the next section we deconstruct Ethiopia’s poverty by 
broad livelihood system: urban, pastoralist and agricultural. 
 
5. Deconstructing Ethiopia’s poverty: differences among and 
within broad livelihood system types 
 
In Sections 5.1 and 5.2.1 we use secondary data to discuss livelihood 
system wealth/poverty and internal differentiation in urban and 
pastoralist livelihood systems since we have no primary data. In Sec-
tion 5.2.2 we use the ERHS data to compare community poverty 
incidence and trajectories among agriculture-based livelihood sys-
tems. 
 
5.1 Urban livelihood systems 
 
Projections from the 1994 Census for 2008 would bring the propor-
tion of the urban population to 16.7% but it is expected that the 
2007 census will reveal higher numbers and proportions than the 
projections. Most towns are small but the urban population is con-
centrated in the large cities. Addis Ababa  alone represents 20% of 

109 

 

 

 
 

BOX 1: WEALTHY PEOPLE 

From  Yetmen: 

The wealthiest people in the community are the merchants who buy agricul-
tural products from the farmers for a lower price and sell it for a higher 
price in major towns. They have cars to transport the grain to towns and 
bring consumer goods to supply their own or other’s big shops. Rich people 
in the rural part may have two or more oxen and the same number of cows 
and sheep, and may rent additional plots of land to increase their income. 
Those people who have additional skills like weavers and blacksmiths are 
also better off. 

From Dinki: 

Middle-wealth households may have some livestock - at least one cow and 
an ox or two, land and better access to labour. However, the richer house-
holds may have a good house, more than ten camels, at least one donkey, 
more than two pairs of cows and oxen with other livestock such as goats, 
sheep, enough labour, and at least one male and female servant. 
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The consumption poverty measure does not give a sense of the way 
in which poverty is socially embedded in unequal livelihood            
structures. In the next section we present some narrative data made 
in four of the ERHS sites in 2004 (Bevan and Pankhurst 2007) to 
provide a picture of what it means to be rich and poor in these sites. 
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 the urban population. In 2006 there were 925 urban settlements, of 
which 507 or 55% had a population of less than 5,000 and 819 or 
88% had a population of less than 20,000 (representing only a third 
(34%) of the urban population) (CSA 2006). 
 
Statistical characteristics of the urban population reveal gender and 
age dimensions. Urban households include a higher proportion of 
women8 and of households with female or aged heads, more mem-
bers and high dependency ratios.9  Female-headed households rep-
resent 33% in urban areas compared with 17% in rural areas. It is 
also striking that widow-led households represent 14% of the urban 
population.  
 
Table 4 shows an urban income poverty incidence of 35% in 2004. 
This compares with an estimated rural rate of 39%. However, it is 
often noted that monetary aspects of poverty are particularly inade-
quate at providing a comparative sense of urban wealth and poverty. 
Regarding wealth status according to the DHS 2005 wealth index 
that combines information of assets, type of dwelling, source of 
water and availability of electricity, etc, 93% of those in the urban 
areas are in the highest wealth quintile as compared with only 10% 
in rural areas.  
 
Table 4: Urban poverty incidence 1995, 1999, 2004 

1Poverty gap 
2Poverty gap squared 
Sources: HICES surveys 1995/96, 1999/00, 2004/5 
 

    
1995 %  
Households 
 

1999 % 
households 
 

2004 % 
households 

Urban 
P0  Head count 
P1  Depth 
P2  Severity 

 33 
 10 
  4 

37 
10 
 4 

35 
 8 
 3 
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 Table 4 shows that measured urban poverty incidence increased 
from 33% in 1995 to 35% in 2004, although the depth and severity 
of the poverty decreased. Inequalities in urban areas also increased 
significantly between 1995 to 2005. The Gini coefficient in urban 
areas increased from 0.34 in 1995 to 0.38 in 2000 to 0.44 in 2005 
whereas it remained the same in rural areas (FDRE 2006). Urban 
inequalities are much greater than rural one and have increased 
more rapidly. Urban destitution is a more salient and pervasive fea-
ture than rural destitution, where community safety nets provide 
some security in normal times, though they may break down in 
times of stress.  
 
There are significant differences both between urban areas and within 
towns and cities. A study on poverty incidence in 10 major towns 
shows higher than average percentages in poverty in 1995 in Dessie, 
Mekele, Debre Zeit and Bahir Dar.  In term of changes by 2000 the 
study suggests that poverty increased in Dire Dawa, Jimma, Addis 
Ababa and Harar. The highest expenditure was in Addis Ababa, 
Gonder and Debre Zeit, and the lowest in Jimma and Mekele 
(Dessalegn and Aklilu 2002:4). 
 
The preponderant position of Addis Ababa which is about 8.5 times 
the size of the second largest city Dire Dawa goes without saying.  
Services are disproportionately concentrated in the capital city. To 
give just one example from health facilities and personnel 21% of 
hospitals and 28 % of doctors employed by the Ministry of Health 
were in Addis Ababa which represents only 4% of the national pop-
ulation (CSA 2006).  
 
5.2 Rural livelihood systems 
 
The incidence of household poverty in rural livelihood systems was 
39% in 2004 and the statistics showed a 2% reduction in 1995 and a 
5% reduction from 1999 to 2004. 
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 Re-organisation of the sites under livelihood system categories 
(ordered along the livelihood system horizontal axis in terms of di-
minishing mean consumption wealth) shows the cash food crop 
sites to have the lowest mean incidence of household poverty (10% 
of households) and the enset sites the highest (42%) although they 
are not the lowest category in the community wealth measure.  
 

 
Fig 9 shows that the proportion of households living below the 
consumption poverty line during the 2004 research month varied 
across the communities from 2% in two sites to over 40% in three 
sites with the highest incidence being 61% in the Gurage site of   
Imdibir Haya Gasha.  
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 6. Deconstructing Ethiopia’s poverty: households 
 
We continue the deconstruction of Ethiopia’s poverty by exploring 
differences households poverty the 15 sites and presenting some 
qualitative data from four of the sites on the social differentiation 
associated with differences in household wealth and poverty. 

 
The mean proportion of households under the consumption pov-
erty line across the sample is 0.24. This compares with the national 
statistics which estimate that in 2004 the consumption/income of 
39% of rural households was below the (differently constructed) 
national poverty line. The Regional categories on the horizontal axis 
are ordered in terms of diminishing community consumption 
wealth. The average of the Amhara sites was 0.11 compared with 
0.37 of households in the SNPP sites. 
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 Table 5: Income poverty incidence 1995, 1999, 2004 

1Poverty gap 
2Poverty gap squared 
Sources: HICES surveys 1995/96, 1999/00, 2004/5 
 
One important source of variations in income and health poverty 
incidence in rural areas is variation in livelihood system associated 
with differences in ecology. In the next two sections we consider 
pastoralist and agriculturalist livelihood systems separately. 

 
5.2.1 Pastoralist livelihood systems 

Half the land in Ethiopia (52%) is pastoralist habitat (Markakis 
2003:1). Currently over 12 million people live in the pastoral      
lowlands representing about 15% of the population. Ethiopian   
livestock 'represents by far the largest concentration of domestic 
herds in any one African country' (Hogg 1997:8). Regarding the  
regional distribution of pastoralism the World Bank Pastoral     
Community Development Project Appraisal Document (2003) not-
ed that:   

 
'Pastoralism is extensively practised in the Somali and 
Afar national Regional states (Regions), in the Borana 
zone of the Oromia national Regional state, and in the 

    1995 
% households 

1999 
% house-
holds 

2004 
% 
house-
holds 

National 
P0  Head count 
P1  Depth1 
P2  Severity2 

46 
13 
 5 

44 
12 
 5 

39 
8 
3 

Rural 
P0  Head count 
P1  Depth 
P2  Severity 

48 
13 
 5 

45 
12 
 5 

39 
9 
3 

Urban 
P0  Head count 
P1  Depth 
P2  Severity 

33 
 10 
 4 

37 
10 
 4 

35 
8 
3 
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 South Omo zone of the Southern Nations, Nationalities 
and Peoples (SNNPR) national Regional state. Pastoral-
ists are also found in areas of Tigray, Benishangul and 
Gambella Regions. These lowlands encompass almost 
seven million people, in excess of 500,000 km2 (61        
percent of the area of Ethiopia) and over eleven million 
animals' (World Bank 2003).  

 
The Statement on Pastoral Development Policy issued by the       
Ministry of Federal Affairs10 noted:  
 

'Pastoralists inhabit over half of the Ethiopian          
territory.  There are at least 120 districts (Woredas) in 
all, 51 in Somali state, 29 in Afar state, 33 in Oromia 
state and 7 in the Southern Nations and Nationalities 
state.  The total population of pastoralists in Ethiopia 
is estimated to be over 7 million'. 

 
We have not found any representative statistics applying to pastoral-
ist   societies; here we rely on reports from the PASDEP.  
  

'Poverty remains particularly intense in the pastoral 
areas, both in terms of low income and food          
consumption, and high in terms of the risk of sudden 
drops in income.  Asset loss due to the death of        
livestock during droughts make it particularly difficult 
for pastoralist communities to recover from shocks. 
Furthermore, social indicators – whether they are      
literacy and education levels, or health status, are 
among the lowest in vulnerability, defined the country, 
as are the effective coverage of social services and  
infrastructure  (FDRE 2007:191). 
 

Although pastoralist communities are generally considered poorer, 
there are also significant and increasing differences within pastoral-
ist societies. Some of these differences are between pastoralist             
societies whereas others are internal differences within pastoralist 
groups. Differences between pastoralist groups depend on a             
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There was little similarity in community wealth levels, changes since 
1994, or trajectory shapes among the enset sites (Table 10). The me-
dium site was extremely poor in 1995 and 1999.The poor site had 
steadily improved from a situation of extremely extreme poverty in 
1994, while the extremely poor site started off extremely poor it 
rose to very poor in 1997. 
 
Table 10: Highly-populated enset sites  

In 2004 the international cash crop sites were poor and very poor 
and were both worse off than they were in 1994 when the poor site 
was medium (almost rich) and the very poor site was poor. Despite 
growing different cash crops (chat and coffee) the shape of the 
wealth trajectories was similar. 
 
Table 11: Subsistence plus international cash crops 

  Community 
wealth 

% change since 
1994 Trajectory shape 

Aze Deboa, 
SNNP Medium 11% 

Volatile: below 
1994 measure 
until 2004 

Gara Godo, 
SNNP Poor 270% 

Steady improve-
ment 

Imdibir, 
SNNP 

Extremely 
poor -11% 

Volatile: down to 
1995, peak 1997, 
then decline 

  Community 
wealth 

% change since 
1994 Trajectory shape 

Adele Keke, 
Oromia Poor -37% 

Volatile: down to 1995, 
very high peak 1997, 
then decline 

Adado, SNNP Very poor -26% 
Volatile: down to 1995, 
high peak 1997, then 
decline 
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 Three of the cash food crop sites were (relatively) very rich in 2004, 
the other was just poor. Two of the very rich sites had experienced 
rises of over 50%; the third, with a very volatile trajectory had a 
wealth measure 25% higher than in 1994. The wealth measure of 
the poor site was only 11% higher than in 1994, although it had 
been higher in 1999. 
 
Four of the drought-prone food-deficit sites were poor, two of 
which have improved considerably between 1994 and 2004, though 
along different trajectory shapes (Table 9). The medium site had 
also seen a considerable improvement since 1994. The rich site had 
improved steadily although not spectacularly. 
 
Table 9: Food-deficit cereal sites vulnerable to drought/famine 

  Community 
wealth 

% change 
since 1994 Trajectory shape 

Shum-
sheha, 
Amhara 

Rich +34% Steady improvement 

Do‘oma, 
SNNP Medium +138% 

Rise and steady: good increase to 1995, 
small decline to 1997, big increase to 1999, 
steady to 2004 

Harre-
saw, 
Tigray 

Poor +44% Decline, rise, steady: Slight decline to 1995, 
steady increase to 1999, flat 

Geblen, 
Tigray Poor +140% Volatile: Slight decline to 1995, main in-

crease to 1997, slight down then up 

Dinki, 
Amhara Poor +62% Steady improvement 

Koro-
degaga, 
Oromia 

Poor +120% Rise and fall: peak in 1999 
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 number of factors. These include the size of the group. Whereas the 
Somali numbered over 3 million and the Afar almost a million in 
the 1994 Census other groups are much smaller,11 with a few under 
100,000 notably the Nuer, quite a few with under 50,000 such as the 
Anywa, Dasanech, Hamer, Nyangatom, and Suri and others with 
less than 10,000 such as the Arbore, Bodi, Mursi, and Tsamai. There 
are also differences relating to the extent of cultivation, use of       
irrigation and trade. Historically some groups, such as the Afar and         
Somali, have had an important role in trade, and the former         
developed a sultanate and have long been involved in irrigated                   
agriculture. Along the Omo and Wayto valleys a number of small 
agro-pastoralist groups such as the Dasanech, Mursi, Tsamai and 
Hor have been involved in flood retreat cultivation. 
 
Although pastoralists have a reputation for being egalitarian, there 
are also significant differences within some pastoralist societies,       
often based on status related to being clan chiefs or leaders. The 
Pastoralist Community Development Project Appraisal document 
states:  

There is a marked differentiation within pastoral       
society in terms of livestock holdings, the most        
common measure of relative wealth. There are few 
very rich households, with large mixed herds of camels 
and/or cattle, equines and small ruminants. The 
households that are more or less viable are those of 
pastoralists who can live mainly from their livestock 
and the agropastoralists who have enough animals to 
buffer against crop harvest shortfalls. Very poor       
agropastoral households have only a small flock of 
small ruminants, a couple of cattle, and uncertain       
harvests from rainfed crops. The destitute have access 
to neither livestock nor land. As a very rough estimate 
based on wealth/poverty ranking results in recently 
published reports, about 5–10% of pastoral peoples in 
the proposed project areas could be considered rich to 
very rich, about 25–35% viable, about 40–50% poor 
to very poor, and about 15–20% destitute.  
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 5.2.2 Agriculture-based livelihood systems 
The PASDEP identifies two types of agriculture-based livelihood 
system in their identification of ‘Three Ethiopias’ in terms of       
economic and agro-climatic zones: 1) ‘the traditionally settled      
semi-arid highlands’ and 2) ‘potentially productive semi-tropical 
valley areas’. The ‘third Ethiopia’ is found and in the hot semi-arid 
lowlands where pastoralist livelihood systems are found (FDRE 
2007a: 13).  The WBCEM (p 45) accepts the usefulness of this     
disaggregation but suggests that it hides considerable further        
diversity describing two other ways of deconstructing livelihoods. 
The first classifies rural households into 10 livelihood categories 
based on the criteria of moisture reliability and drought proneness, 
with a residual pastoral category with each of these divided into 
highland and lowland and high or low market potential                
(see Table 6).  
 
Table 6: An aggregated framework of rural diversity in Ethiopia     

(% of all rural households) 
 
 

Source: Chamberlain, Pender and Yu, 2006 see World Bank 2007: 45 
 
 

Agroclimatic 
potential 

High market 
potential 

Low market 
potential All 

Moisture relia-
ble highlands 28.8 33.3 62.1 
Moisture relia-
ble lowlands 0.5 5.2 5.7 
Drought prone 
highlands 5.8 12.7 18.5 
Drought-prone 
lowlands 0.7 5.4 6.1 

Pastoral 1.8 5.8 7.7 

All 37.6 62.4 100.0 
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Further deconstruction within livelihood system type reveals more 
diversity in community wealth, the change in measures between 
1994 and 2004, and the shape of the trajectories of the community 
wealth measures.  
 

Table 8: Cash food crops for sale in towns   

  Community 
wealth 2004 

% change 
since 1994 Trajectory shape 

Sirbana Go-
deti, Oromia Very rich +59% 

Steady and rise: steady to 
1997, big increase to 1999, 
very small increase to 2004 

Debre Berhan, 
Amhara Very rich +51% Rise and fall: peak in 1997, 

slow decline since 

Yetmen,  
Amhara 

Very rich +25% 

Very volatile: decline to 
1995, increase to 1997, 
decline to 1999, increase 
to 2004 

Turufe  
Kecheme, 
Oromia 

Poor +11% 
Volatile: decline to 1995, 
steady increase to 1999, 
decline to 2004 
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 The cross-community poverty line calculated for the ERHS sites is 
44.3 birr per month per adult equivalent.12 We have constructed a 
scale for relative community wealth measurement as follows: 
 
Extremely poor  < 44 birr                 1 enset site 
Very poor              45 – 59 birr  1 coffee site 
Poor  60 – 79 birr  1 chat site, 1 enset site, 4  
        vulnerable cereal sites, 
      1 cash-food crop site 
Medium  80 – 99 birr  1 enset site, 1 vulnerable   
        cereal site 
Rich  100 – 119 birr  1 vulnerable cereal site 
Very rich             > 120 birr   3 cash-food crop sites 
 
Figure 8 shows the trajectories of the community consumption 
wealth measure from 1994, through 1995, 1997, 1999, to 2004. The 
average change for all sites is an increase of 21 birr for a month of 
adult expenditure. There is a fall (9 birr) between 1994 and 1995, a 
considerable increase to 1997 (26 birr) and not much change 1997-
1999-2004. However, the deconstruction in Fig 8 into livelihood 
system types shows considerable differences in the trajectories. The 
vulnerable cereal average steadily increases, as does the cash food 
crops average, apart from a big dip in 1995. The enset average is 
quite volatile; down to 24 birr in 1995 (an average well below the 
average poverty line of 44.3 Birr), up in 1997, down in 1999, with a 
considerable improvement by 2004. This pattern is similar for the 
international cash crop sites, though for this pair the changes are 
much more extreme. In 1997 they have the highest average of the 
four types, 22 birr higher than cash food crop for urban sale type. In 
2004 they have the lowest average of the four types, less than half 
that of the cash food crop sites. 
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 The second deconstruction allocates weredas to three types based on 
differences in productivity and poverty: 

 Food deficit areas – weredas with cereal equivalent output 
per rural household 20 percent below the national average 

 Food balanced areas – weredas with cereal equivalent output 
per rural household of 20-120 percent of national average 

 Food surplus areas – weredas with cereal equivalent output 
per rural household 20 per cent higher than the national 
average 

 
The purpose of these typologies is to design type-appropriate      
economic growth policies although they work at a high level of  
generality. Weredas frequently contain a mix of local livelihood       
systems generating different levels of collective wealth which can be 
differentiated in terms of food surplus or deficit in relation to        
community subsistence needs, market integration, type of crops 
(e.g. primary crop - enset, cereal for household subsistence, cash 
crops of various types), the relative contribution of livestock, and 
relative reliance on off-farm activities, seasonal and/or longer-term 
migration and/or food aid. These aspects of agriculture-based       
livelihood systems are explored in more depth below 
 
We now use the same ERHS data as in Section 4 but as well as 
grouping the fifteen communities by Region. We group them into 
four types of livelihood system: 

 Based on the production of cash food crops for sale in 
towns (cash food crop sites) 

 Food-deficit subsistence cereal sites vulnerable to drought 
(vulnerable cereal sites) 

 Highly populated enset sites (Enset sites) 
 Subsistence plus international cash crop sites (international 

cash crop sites) 
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 Table 7: ERHS sites by type of livelihood system and Region 

Figure 6 shows the differences in average community consumption 
wealth by livelihood system for the sample. The mean for the     
richest group of sites (cash food crops) is 116 birr compared with 
the mean of 51 birr for the poorest group which contains only two 
sites growing the international cash crops coffee and chat. It is      
notable that the food-deficit cereal sites have the second highest 
average wealth score, though this conclusion about the sample          
cannot be generalised more widely. 
 
 
 
 
 
 

  
Cash food crop sites 

Vulnerable  
cereal sites Enset sites 

Internation-
al cash crop 
sites 

Amhara 
Debre Berhan 
(cereals) 
Yetmen (tef) 

Shumsheha 
Dinki    

Oromia 

Sirbana Godeti 
(cereals) 
Turufe Kecheme 
(potatoes) 

Korodegaga 
  

  

  
Adele Keke 
(chat) 

Tigray   
Harresaw 
Geblen 
  

  
  

SNNP   Do’omaa 
Aze Debo’a 
Gara Godo 
Imdibir 

Adado 
(coffee) 
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When we deconstruct the livelihood groups (Fig 7) we again find 
not inconsiderable differences  in collective wealth among commu-
nities with ostensibly similar livelihood systems.  
 


