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Why do households facing shocks experience different welfare trajectories?

588

rural households

1| WHY THIS MATTERS

« Household resilience is dynamic: shocks can reduce welfare, trigger coping,
and reshape future recovery (Barrett & Constas, 2014; Tran, 2015).

« Resources matter, but similar assets do not guarantee similar responses to
uncertainty (Arouri et al., 2015; Do, 2023).

« Risk preference may increase both short-run exposure and longer-run
adjustment capacity (Do, 2023; Hardeweg et al., 2013).

« Perceived relative position can capture social comparison, aspirations,
security and local opportunities.

2| RESEARCH QUESTIONS

« How are shocks associated with welfare changes over time?
« Does pre-shock risk preference predict recovery?
« Does perceived relative status add information beyond objective wealth?

« How do behavioural heterogeneity and ethnic inequality intersect?

3| CONCEPTUAL FRAMEWORK
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4 | DATA & MEASUREMENT

TVSEP « Vietnam component ¢ balanced panel (Grote et
al., 2026)

« Welfare: log daily consumption per adult equivalent

« Risk preference: 0—-10 willingness to take risk (Hardeweg et
al., 2013)

« Alternative behaviour: hypothetical risky investment

« Relative status: village-relative economic position (Grote et
al., 2026)

« Structural inequality: ethnic-minority status
« Exposure: shock counts and income/asset losses
« Recovery: 2013 consumption = 2008 consumption

588 households ¢ 1,764 household-wave observations

5 | WELFARE TRAJECTORY

Mean Log Consumption Over Time
Three-wave TVSEP panel: 2008, 2010, and 2013
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13 | FROM EVIDENCE TO CLIMATE-RESILIENT FUTURES

Protect recovery capacity

« Target liquidity, asset protection and rapid
consumption support according to household
exposure and productive assets.

« Pair post-shock compensation with prevention,
insurance and livelihood diversification.

14 | WHAT THE EVIDENCE DOES—AND DOES NOT—SHOW

What is robust

« Relative status retains predictive information beyond objective wealth and baseline consumption.
« Minority status is strongly associated with lower predicted recovery.

« A parsimonious logistic model outperforms the neural network in this sample.

« High-risk households show a larger short-run decline but relatively strong medium-term

recovery.

3 waves
2008 + 2010 + 2013

6| RISK-TAKING SHOWS A DUAL PATTERN

Consumption Change Around the 2008-2010 Shock
and 2008-2013 Recovery by Baseline Risk Group
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7 | INEQUALITY BEGINS BEFORE THE SHOCK

Baseline Levels of Key Indicators by Ethnic Group (2008)
ligher values indicate more favorable status
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« Minority households start with lower consumption, wealth and
stated risk tolerance (Grote et al., 2026).

« They experience more shock categories, particularly agricultural
shocks.

« Returning to one's own baseline is not the same as converging
in welfare.

8 | WHAT THE FIXED-EFFECTS MODEL SAYS

Interpret causally with caution

« Baseline shock count: not statistically significant.
« Most two-way interactions: not statistically significant.

« A significant shock x risk term appears in the full model, but
the triple interaction with minority status is not significant.

Reduce structural exposure

» Minority households enter shocks with lower
consumption and wealth and greater agricultural
exposure.

* Resilience policy should address market access,
financial inclusion, infrastructure and social
protection.
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| PREDICTING RECOVERY

Predicted Recovery Probability in 2013 (= 2008 Consumption Level)
by Ethnic Status and Baseline Risk Preference
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10 | PREDICTION: SIMPLE BEATS COMPLEX

Predictive Performance of Models
Mean five-fold CV AUC across 5 runs

Mean five-fold CV AUC

Random Neural
logistic regression boosting forest network

Predictive model

11| WHY IT MATTERS FOR POLICY

Parsimonious Logistic Gradient

« Differentiate shock protection: liquidity and asset
protection for productive households; rapid
consumption support and diversification for poorer
agricultural households.

* Use pre-shock information to strengthen early-
warning and targeting systems.

* Address structural exposure among ethnic
minorities through market access, financial inclusion,
diversification, infrastructure and social protection.
* Use behavioural information to complement—not
label or reward—household risk-taking.

12| THE CENTRAL MESSAGE
/~ RESILIENCE IS NOT THE SAME AS EQUALITY.

Households transform the same shock into different
welfare trajectories depending on behavioural
orientation, structural position, perceived economic
status and exposure environment.

Use behaviour carefully

« Risk preference helps explain heterogeneous
trajectories, but it should not become a policy label.
« Behavioural information can complement—not
replace—structural interventions.

Interpret with caution

« Aggregate shock counts are coarse and do not recover all event-level mechanisms.
« Baseline risk preference may itself respond to shocks; causal behavioural identification remains

+ Returning to one's own 2008 consumption is a transparent benchmark, not a complete measure of

« Prediction and SHAP explain fitted models; they do not establish causal effects.

/15 | NEXT EMPIRICAL STEP

Reconstruct an event-level shock panel to separate exposure, severity, duration, losses, coping and recovery—and test how behavioural heterogeneity operates within unequal opportunity environments.
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