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El Niño and La Niña phases – known as the El Niño Southern Oscillation (ENSO) – cause major 

global weather and climate fluctuations and influence patterns of temperature and precipitation, 

inducing extreme events such as flooding, droughts and cyclones. As a result, ENSO events 

often have severe economic incidences, through notably their significant impact on agriculture. 

However, the extent of the effect on economic growth is hard to measure as there are 

geographical differences in the impact witnessed by ENSO globally as well as between its 

warming phase (El Niño) and its cooling one (La Niña). This paper analyzes the impact of both 

El Nño and La Niña events on economic growth by investigating how local weather conditions 

are mitigated or amplified by these events. We use panel data techniques for a large sample of 

countries over the period 1975-2014. To measure weather conditions, we retain the Standardized 

Precipitation and Evapotranspiration Index (SPEI) developed by Vicente-Serrano et al. (2010). 

To provide consistent estimates of national scale SPEI, we aggregate, for each country, SPEI 

grid cells located into cultivated and managed areas, as defined by the FAO Land Cover 

Classification System. We then calculate several indicators measuring both inter- and intra-

annual weather variability at the country level, using a 6-month accumulation period which 

represents a seasonal estimate of drought. In contrast to the results obtained in other studies 

(Cashin et al., 2017; Smith and Ubilava, 2017), we find that ENSO events do not have a direct 

impact on economic activity for all countries of our sample. We highlight instead important 

indirect effects on economic growth, through local weather 

conditions. In particular, El Niño events exacerbate the impact of weather conditions on 

economic activity for countries located in the tropical spheres. Results are less clearcut for the 

rest of the countries that are characterized by more diverse sub-climates. Overall, this paper, by 

analyzing the weather channel through which ENSO events impact economic growth, can 

contribute to a better understanding of ENSO and help to improve management risks in countries 

most exposed to its associated impacts.


