This Briefing Note is part of a series addressing issues surrounding poverty and poverty reduction. They have been
produced for SDC, its partners and interested development practitioners and offer an overview of the current debates. An
introduction to the full series can be found here (www.poverty-wellbeing.net).

Brief No 3 – Risks & Vulnerability
Eva Ludi and Kate Bird, September 2007

1. Introduction – why do risk and
vulnerability matter?
People everywhere face risks, but poor people,
especially those living in rural areas and depending on
agriculture, and those living in tropical ecologies, are
more exposed to a wide variety of risks than the nonpoor. For this reason, in this Brief we focus our
illustrations largely on the risk and vulnerability
experienced by rural people living in poverty.
‘Risk affects many different aspects of people’s
livelihoods: It affects whether people can maintain
assets and endowments, how these assets are
transformed into incomes via activities and how these
incomes and earnings are translated into broader
development outcomes, such as health and nutrition.’
(Source: Dercon, 2005)
Risks people face can be as diverse as accidents and
diseases, harvest failures, natural disasters, economic
disruption from increased market openness, or political
violence. In an attempt to minimise risk exposure, poor
people may invest in costly preventive measures which, in
turn, contribute further to poverty. Poor people often
refrain from investing in high-risk but high-return activities
and thus forego income. Or households hold highly
diversified asset portfolios, which are well suited to
smooth income or consumption, but which might not be
the most productive. Poor people’s strategies in dealing
with risks (see Section 4) depend on the assets they have
at their disposal (including natural, physical, financial,
human, social and political assets, see the Ludi and
Slater, 2007, on the Sustainable Livelihood Framework)
and on the nature of risks to which they are exposed. The
poorer a household, the fewer assets are available for
them to rely on in case a shock occurs. Therefore, social
protection and risk management strategies (e.g. informal
and formal insurance systems, public works, safety nets,
cash transfers) need to be devised aiming at providing
instruments that allow poor people to minimise impacts of
exposure to risks and support them in building up their
asset base (see Section 5).

2. Definitions of risk and vulnerability
Understanding risk and risk aversion is important when
seeking to understand poverty. Risk overlaps with
poverty, but they are not synonymous. All people
face risks, the point is how people, especially the poor,
are able to deal with them.
The World Bank (2001:
vulnerability as follows:
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defines

risk

and

•

‘Risk refers to uncertain events that can damage
well-being – the risk of becoming ill, or the risk that
a drought will occur. The uncertainty can pertain to
the timing or the magnitude of the event. For
example, the seasonal fluctuation of farm income is
an event known in advance, but the severity is not
always predictable.

•

Vulnerability measures the resilience against a shock
or stresses – the likelihood that a shock will result in a
decline in well-being. [...] Vulnerability is primarily a
function of a household’s asset endowments and
insurance mechanisms – and of the characteristics
(severity, frequency) of the shock.’

The OECD/DAC conceptualises risk as the likelihood and
potential severity of occurrence of a particular and
potentially adverse shock or stress, while vulnerability is
the degree of exposure of households or individuals to
shocks and stresses, and their ability to prevent, mitigate
or cope with the event (Farrington, 2004).

2.1. Risks
Poor people are typically more exposed to risks and least
protected from them. They have limited assets, and are
thus less able to deal with risks and absorb shocks. Risk
exposure has a direct bearing on well-being, causes
poverty or can increase the depth of poverty (Hoogeveen
et al., 2005). Risks and shocks can be related to all
dimensions of poverty: human, socio-cultural, political,
protective and economic. The direction of causation can
be both ways – poverty causes exposure to risks, e.g.
poor people are forced to live in an area exposed to
natural hazards, and risks can cause poverty, e.g. a
natural hazard such as a flood can destroy assets.
The poverty-wellbeing platform is supported by
the Swiss Agency for Development and Cooperation
and operated by Intercooperation and Overseas Development Institute

Interventions aiming at reducing risk exposure, for
example regulations regarding settlement close to rivers
prone to flooding or investments in soil conservation and
afforestation in uplands to reduce the magnitude of

flooding can be a direct contribution to poverty reduction.
On the other hand, interventions towards reducing
poverty might allow people to move away from such
areas prone to flooding.

Table 1: Main sources of risk

(Source: World Bank, 2001: 136)
Risks can be distinguished conceptually in a number of
ways (e.g. Morduch, 1997, in Fafchamps, 1999): (i)
according to scale, ranging from risks affecting
individuals to those affecting whole nations or regions;
(ii) according to frequency, e.g. certain risks, such as a
minor illness, might occur frequently, whereas others – a
major accident – are much less frequent. Small, but
frequent risks are more easily to deal with than large,
infrequent negative shocks; (iii) whether the risk is a
collective (covariant) or an idiosyncratic risk, with
collective risk factors such as droughts, epidemics and
warfare affecting groups of households, regions or even
entire nations, whereas idiosyncratic risk factors such as
illness, accidents, unemployment or the loss of property
(e.g. death of livestock) are those affecting individuals or
households; and (iv) whether it is an income or a nonincome risk.

safety net mechanisms, which enable poor people to
draw on the income or assets of others in times of need.
As such, they are an important component of coping.
They can also form an important building block to
livelihood strategies, by providing people with
information
about
employment
or
investment
opportunities.

2.2. Vulnerability
Vulnerability means a defencelessness, insecurity and
exposure to risk, shocks and stress, and not simply a lack
or a want. Vulnerability is the degree of exposure to risk,
and the capacity of households or individuals to prevent,
mitigate or cope with risks. Vulnerability is thus linked with
levels of net assets (stocks) rather than flows of income or
consumption, and combines exposure to a threat, with
susceptibility or sensitivity to its adverse consequences
(Devereux, 2001). Vulnerability in rural areas is composed
of (i) rural risks, i.e. any event that could make the
household income or crop output fall below a minimum
disaster level, including climatic factors, price fluctuations,
access to markets and food, etc., and (ii) seasonal stress.

A sub-category here is what is sometimes referred to as
ritual risks (Fafchamps, 1999). In many societies, social
customs dictate that expenditures be incurred to mark
particular events. Efforts to meet specific social
obligations – wedding ceremony, dowry payment,
funerals – can be an important engine of poverty, as
households often have to enter into debt to meet them
although, at the same time, these social obligations are
extremely important in cementing and extending social
networks. Social networks are the basis for informal

Analysis of vulnerability involves identifying not only the
risks (or threats) but also the resilience in resisting or
recovering from the negative effects of a changing
environment. The means of resistance or coping
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Seasonality can cause particular problems in rural
areas. In tropical climates, for example, which have
clearly separated wet and dry seasons, the end of the
dry season and start of the rainy season is a particularly
difficult period. Known as the ‘lean season’, as stored
food has often been exhausted, newly planted crops
have not yet matured and income from the sale of the
previous harvest is spent. Also, workloads connected
with agricultural production during this period are high.
As such, energy needs are high, but food availability is
low (unless the rural household has off-farm and nonfarm income) (Chambers et al., 1981), and the disease
burden tends to be highest at this time as well

strategies are the assets, entitlements and capabilities
that individuals, households and communities can
mobilise and manage in the face of hardship (Moser and
Norton, 2001).
Low levels of assets are an important determinant of
poor peoples’ vulnerability. This, however, is often
rooted in adverse institutional structures (see Brief No.
1, Section 2.4), impossible to overcome by asset
creation and resource improvement alone. Specific propoor policies and interventions are needed that reduce
poverty and vulnerability and improve people’s resilience
(for a discussion of pro-poor policies, see Brief No. 10).

Maintainers of poverty make poverty persistent and
trap people in poverty. Barriers to accumulating or
accessing assets and pursuing opportunities are key
maintainers of poverty. Most important maintainers are
(CPRC, 2004):

Box 1: Causes of vulnerability in the Sahel
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Worsening climate trends putting proven coping
strategies under pressure
Growing demands resulting from spatially unequal
population trends (e.g. water: industrial and domestic
use in urban areas versus irrigation in rural areas)
Reliance on natural resources (e.g. land, irrigation
water, livestock, etc.)
Inadequate and inappropriate investment in
intensification of agriculture
Undermining of pastoral production systems (e.g.
policies favouring alternative production systems,
sedentarisation programmes, etc.)
Inappropriate privatisation of veterinary and
agricultural support systems
Land tenure system and insecurity of access to land
and other natural resources
Lack of investment in protecting common property
Lack of economic alternatives trapping poor people
in rural production systems
Insufficient income diversification opportunities
Lack of investment in education and health
Weak governance and powerful actors
Overexposure to inequitable markets (e.g. relative
prices of meat and food crops are to the
disadvantage of poor people depending on livestock)
Inadequate infrastructure
Inappropriate market liberalisation

•

Economic growth which is low, narrowly based or
absent, which means that there are few
opportunities for poor people to raise their incomes
and accumulate assets;

•

Social exclusion and adverse incorporation (see
Brief No. 1), which interact so that people
experiencing discrimination and stigma are forced to
engage in economic activities and social relations
that keep them poor – in poorly paid, insecure work;
with low and declining assets; with minimal access
to social protection and basic services; and at risk of
being dependent on a patron;

•

In disadvantaged geographical and agro-ecological
regions poor resources, weak economic integration,
poor infrastructure, social exclusion and political
marginality can create ‘spatial poverty traps’;

•

High capability deprivation, especially during
childhood – poor nutrition, untreated sicknesses,
lack of access to education – which can diminish
human development irreversibly;

•

In weak, failing or failed states, the above
maintainers are reinforced as there are few economic
opportunities, health services are lacking, social
protection does not reach the poor, violence destroys
assets and discourages investment, and poor people
have few means of asserting their rights;

•

Weak and failed international cooperation during the
1980s and 1990s which, in places, contributed to a
deepening poverty through over-rapid structural
adjustment and economic liberalisation and led to
aid allocation away from countries with large
numbers of chronically poor people.

(Source: Trench, et al., 2007)

3. Risks and vulnerability as drivers and
maintainers of poverty
Risks and shocks can de-capitalise the poor, and trap
them in poverty from which they are unable to escape.
Once households fall below critical asset thresholds they
become trapped into survival coping strategies, which
can further erode the individual’s or household’s asset
base and make it increasingly difficult to build up their
assets (Sabates Wheeler and Haddad, 2005).

4. Strategies of the poor to deal with risks
and stress

Drivers of poverty are shocks that cause individuals or
households to fall or slide into different types of poverty
– seasonal, recurrent, severe, multidimensional (see
Brief No. 2) – some of which are hard to escape.

People have developed a large range of strategies to
reduce and deal with risks, resulting from both
endogenous and exogenous shocks and stresses. Some
are more individual or household-level strategies,
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whereas others involve groups of people. More formal
mechanisms are found at national level (see Table 2).

or individuals save money or when food is stored in
preparation for an adverse weather event.

Prevention strategies are strategies implemented
before a risk event occurs. They can be targeted at
reducing vulnerability and increasing resilience, and
include measures designed to avoid risks, such as
selecting and modifying the environment to settle (i.e.
settling in areas that are less prone to diseases),
specialising in highly adapted livelihood strategies (e.g.
breeding plant and livestock species adapted to a
specific climatic situation), diversifying livelihoods (e.g.
combining farm and non-farm income generation
activities), and attaining a high degree of self-sufficiency
and flexibility. They can also include more technical
solutions, such as preventive healthcare in the form of
vaccination or enforcing building standards in areas
prone
to
earthquakes.
Prevention
strategies
implemented by households or individuals may be very
costly and could even be a cause for (income) poverty,
for instance when farmers grow drought-resistant but
low-return crops (IDS, 1989; Hoogeveen et al., 2005).

Strategies reducing exposure to risks cannot eliminate
risks altogether. Some risks remain, therefore, and must
be dealt with ex post, that is, after the shock has
occurred. Coping strategies dealing with shocks tend
to be sequenced, with households and individuals
adopting strategies which limit long-term damage.
Classical patterns of sequential responses build up from
minor adjustments, such as diet changes or increased
reliance on common property resources, to deferring
expenditures (e.g. for medical treatment), relying on
public or private transfers, to the disposal of assets (e.g.
sale of livestock, farm implements, jewellery or land), to
major shifts such as migration (IDS, 1989; Hoogeveen et
al., 2005).
Coping strategies listed above mainly include individual
strategies. Societies have developed a number of
strategies aimed at sharing the burden of risks:

Whereas preventive strategies reduce the probability of
the risk occurring, mitigation strategies help individuals
reduce vulnerability or the impact of a risk. For example,
households may pool risks through informal or formal
insurance mechanisms. Mitigation strategies can also be
implemented in isolation, for instance when a household

•

Establishing social networks at various spatial levels
(e.g. neighbourhood, village, across villages, across
agro-ecological zones, rural-urban, etc.);

•

Developing norms and rules governing access to
common property resources and sharing of assets;

•

Insurance systems, including patronage.

Table 2: Mechanisms for managing risks

(Source: World Bank, 2001: 141)
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term costs and consequences. It might be easier, for
example, for male and young household members to
migrate than it is for women and elders, who might value
leaving their ancestral lands as a loss bigger than the
income gains they might achieve when migrating. Often,
individual
household
members
have
different
preferences for coping strategies, based on their
experiences, cultural norms and beliefs, social and
economic position, available material and non-material
assets and capabilities, and perceived or actual
opportunities. Also, the choice and sequencing of coping
strategies will depend on the nature of poverty – whether
it is seasonal or chronic.

Box 2: Coping strategies in rural Ethiopia
Poor rural households in Ethiopia are exposed to a large
number of shocks, including harvest failures resulting
from droughts, floods, hailstorms or pests, health and
labour problems (illness and death), loss of livestock,
especially loss of ploughing oxen, land loss, loss of other
assets, price shocks for agricultural products, political
changes, banditry and war.
Rural households have developed a variety of coping
strategies aimed at dealing with these shocks.
Especially those coping strategies at the individual level
are often part of a process of adverse incorporation –
people are forced to engage in short-term survival
strategies which have implications for their future
welfare. Examples are eating wild food, which causes
health problems, or women resorting to prostitution,
which involves health risks and lowers social status.
Coping strategies at the household level depend on
occupation, time, the household structure and the
position in the life cycle. Regular strategies dealing with
income loss resulting, for example, from harvest failure,
include:
•
Withdrawing children from school so that they can
work in the home, on the family farm or in wage
employment;
•
Marrying off girls at an early age to reduce the
number of household members depending on own
food reserves;
•
Reducing food consumption by leaving out one
meal per day;
•
Diversifying the cropping system towards more
drought-resistant but lower-yielding crops;
•
Selling livestock to buy food grains; or
•
Diversifying income sources, mainly by engaging in
safety net programmes (e.g. food-for-work
schemes) or by temporary migration.

Although individual risk management and coping
strategies are able to deal with a wide variety of risks and
shocks, poor individuals and households often lack the
resources to reduce vulnerability to risks or to cope with
shocks. Mechanisms to deal with risks need to be
developed at macro levels too. To address risks and
vulnerability adequately, approaches at multiple levels
are necessary, ranging from direct interventions to policy
changes (see Table 2).

5. Conclusions
Risk aversion is a core strategy of poor rural
households, given the multitude of risks they face
related to environmental factors, human capacity and
status, access to markets and market performance, and
political circumstances. Risks faced by poor people and
their vulnerability or exposure to negative shocks and
stress have long been underestimated in development
cooperation. Measures to reduce risk and vulnerability
are gaining importance on the development agenda, and
it is increasingly recognised that reducing risks and
vulnerability faced by poor people is essential for
achieving pro-poor growth, as it will allow them to
engage more fully in markets. Risk reduction thus has
important production as well as social protection
functions (Farrington, 2005).

Community-level strategies include increasing the
number of livestock grazed on common property
resources or collection of firewood for sale from
communal forests. Both strategies may lead to
increased resource degradation. Male migration in
search of wage labour is common, but may lead to
increased workloads for women and children. Social
networks and patronage are important in rural Ethiopia,
and become even more important in times of hardship.
However, there is the danger of entering into unwanted
dependencies.

A major difficulty concerning measures aiming at
reducing risks and vulnerability is that they can be
implemented at many different levels, ranging from the
macro level (e.g. macroeconomic stability, reinforcing
the rule of law) to the micro level (e.g. enhancing asset
accumulation, targeted transfers) and in many different
ways – by the state, by NGOs operating in the public
interest, or by the private sector.

(Source: Dercon, 1999; Bevan, 2000; Ludi, 2004)

Increasingly, concepts of social protection are gaining
importance as an approach to address risk and
vulnerability. Social protection includes ‘public actions
taken in response to levels of vulnerability, risk and
deprivation which are deemed socially unacceptable
within a given polity or society’, and is mandated either
by the state or by organisations such as NGOs claiming
to operate in the public interest (Slater et al., 2006). One
approach, Social Risk Management, developed by the
World Bank, incorporates social protection by focusing
on three strategies to deal with risks (prevention,
mitigation, coping), three levels of formality of risk

Managing risks does not come for free. Individuals and
households have to make choices about where to invest
scarce resources in view of reducing their exposure to
risks or coping with them. For example, households
have to ask themselves whether scarce resources
should rather be invested in improving human capacities
through education or in establishing stores and building
up reserves which can be cashed in when there is a
need. If households decide to migrate as a coping
strategy, they have to balance the short-term and long-
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management
(informal,
market-based,
publicly
managed) and a wide range of actors (individuals,
households, communities, NGOs, governments and
international organisations). Social protection goes far
beyond ‘social sectors’ (e.g. health, education, labour
markets) to include ‘social assistance’ (e.g. cash
transfers to vulnerable groups) to act as a ‘trampoline’
capable of helping those who might temporarily drop out
of productive activity to ‘bounce back’, and as a means
of support to the critically vulnerable (Farrington, 2005).
Social transfers to ensure a minimum standard of living
and access to free health services and education for the
poor are important components of social protection in
OECD countries. Spending on social transfers can be
significant and is at on average 8% of GDP in OECD
countries (Tabor, 2002 in Harvey et al., 2005). Is such
an approach feasible in developing countries? There is
growing evidence that cash transfers can deliver
measurable welfare benefits and stimulate economic
growth. Whether or not cash transfer schemes are
successful depends on targeting, on the robustness and
efficiency of delivery mechanisms, on corruptibility, and
on affordability. Although cash transfers can play an
important role in relief and development, they are not a
panacea for poverty reduction, as markets, the
bureaucracy and the political system still leave poor
people in a disadvantaged position (Harvey et al., 2005).

Fafchamps,

M. (1999) ‘Rural poverty, risk, and
development.’ Centre for the Study of African
Economies, Oxford.

Farrington, J. (2004) ‘Risk and vulnerability.’ Background

Paper prepared for DFID.
Farrington, J. (2005) ‘Social protection and livelihood

promotion in agriculture: Towards
guidelines.’ Paper for OECD PovNet.

operational

Harvey, P., R. Slater, J. Farrington (2005) ‘Cash transfers

– Mere “Gadaffi Syndrome” or serious potential for
rural rehabilitation and development?’ Natural
Resource Perspectives, No 97. London, ODI.
Holzmann, R. and S. Jørgensen (2000) Social risk

management: A new conceptual framework for social
protection and beyond. World Bank, Washington, DC.
Hoogeveen, J., E. Tesliuc, R. Vakis, S. Dercon (2005) A

guide to the analysis of risk, vulnerability and
vulnerable groups. World Bank, Washington, DC.
Hulme, D., K. Moore, A. Shepherd (2001) ‘Chronic

poverty: meanings and analytical frameworks.’ CPRC
Working Paper 2. Chronic Poverty Research Centre,
Manchester and Birmingham.
IDS (1989) ‘Vulnerability: How the poor cope.’ In IDS
Bulletin 20(2). IDS, Brighton.
IFAD 2001 ‘Rural poverty report 2001: The challenge of

ending rural poverty.’ Oxford University Press, for the
International Fund for Agricultural Development.
http://www.ifad.org/poverty/

References:

Ludi, E. (2004) ‘Economic analysis of soil; conservation:

Bevan, P. (2000) ‘Poverty in Ethiopia.’ Discussion Paper
prepared for DFID.

case study from the highlands of Amhara region,
Ethiopia.’ Geographica Bernensia A18. CDE, Bern.

Bird, K., D. Hulme, K. Moore, A. Shepherd (2002)
‘Chronic poverty and remote rural areas.’ CPRC
Working Paper 13. Chronic Poverty Research Centre,
Manchester and Birmingham.

Ludi, E. and R. Slater (2007) ‘Using the Sustainable

Livelihoods Framework to understand and tackle
poverty.’
Briefing
Note.
ODI,
London.
http://www.poverty-wellbeing.net/en/Home/
Themes/Livelihood_Approaches/Tailored_Resources

Bird, K. and S. Busse (2006) ‘Pro-poor policy: An
overview.’ ODI, London. http://www.poverty-wellbeing.
net/index.php?navID=868&langID=1

Moser, C. and A. Norton (2001) To claim our rights:

Livelihood security, human rights and sustainable
development.
London,
ODI.
http://www.odi.org.uk/rights
/Publications/tcor.pdf

Chambers R., R. Longhurst, A. Pacey (eds.) (1981)

‘Seasonal dimensions to rural poverty.’ Frances Pinter,
London.

OECD (2006) Promoting pro-poor growth: Key policy

CPRC (2004) ‘The chronic poverty report 2004-05.’

messages. OECD, Paris.

Chronic Poverty Research Centre, Manchester.
http://www.chronicpoverty.org/resources/cprc_report_2
004-2005_contents.html

Sabates Wheeler R. and L. Haddad (2005) Reconciling

different concepts of risk and vulnerability: A review of
donor documents. IDS, Brighton.

Dercon, S. (1999) ‘Income risk, coping strategies and

Slater, R., J. Farrington, R. Holmes (2006) ‘Linking
agricultural growth and social protection. Inception
report.’ ODI, London, mimeo.

safety nets.’ Background Paper for the 2000/2001
World Development Report on Poverty.
Dercon, S. (2005) ‘Risk, vulnerability and poverty in

Trench, P. J. Rowley, M. Diarra, F. Sano, B. Keita (2007)

Africa.’ In Journal of African Economies, 14(4), 483–
88. http://jae.oxfordjournals.org/cgi/reprint/14/4/483

‘Beyond any drought: Root causes of chronic
vulnerability in the Sahel.' The Sahel Working Group.

Devereux, S. (2001) ‘Livelihood insecurity and social

World Bank (2001) World Development Report
2000/2001: Attacking poverty. Oxford University Press,
Oxford.

protection. A re-emerging issue in rural development.’
In Development Policy Review 19(4), 507–19.

6

