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Abstract

This study evaluates the impact of singular and multiple shocks on households’ asset and
its implications for poverty, using two waves of panel data of 360 rural households in three
agro-ecological zones in Kenya. The study considers a wider range of household assets and
a number of covariate and idiosyncratic shocks. To control for unobserved heterogeneity
across households, we applied household fixed effects model. The results show that covariate
shocks negatively affects poultry, cattle and draft livestock, through physical death or as a
coping strategy to smooth consumption and other expenditures. Further, drought affects
financial capital, consumer durables and social capital. Political shocks negatively affect
financial and social capital. Health shocks adversely affect poultry and draft livestock,
which trigger the demand for credit to meet the sudden medical bill. The joint significant
tests of multiple shocks show that covariate and idiosyncratic shocks jointly affect livestock
holdings, consumer durables, financial and social capital. The differential impacts of shock
on asset depend on the liquidity of asset, the nature of the shock and the coping behaviour
of the household. The exposure to multiple shocks also worsen the level of poverty because
productive assets partly determine the income levels of the households. These findings
suggest the need to consider shocks as a major driving force of development outcomes. The
study suggests the need to design policies for social protection intervention and affordable
rural insurance mechanism. Enhancing security and political stability in the rural setting
could also safeguard assets as well as enhancing social capital.
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