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Acronyms

ASALs Arid and Semi-Arid Lands

CT-OvC Cash Transfer for Orphans and Vulnerable Children

ODA official development assistance

HGSM Home-Grown School Meals programme
HSNP Hunger Safety Net Programme

OPCT Older Persons Cash Transfer

PwSD-CT Persons with Severe Disabilities Cash Transfer
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Overview

Official development assistance (ODA) is facing unparalleled pressures from growing,
competing demands including humanitarian and crisis response, national development
priorities, and investment in global public goods (such as tackling climate change),
among others. Development Initiatives (DI) seeks to highlight the value of ODA in
programmes that are national priorities to recipient countries. In addition, DI aims to
enhance the understanding of enabling factors that contribute to improving the impact of
aid.

Led by national demand for international finance data and evidence on its most
appropriate use, DI embarked on producing a series of reports to consider how aid has
been more effective in specific development sectors in Kenya, Ethiopia and Uganda,
including trends, the factors that unlock the value of aid, and the challenges that lie
ahead.

In this paper we build on our analysis of the role of ODA in delivering social protection
programmes in Kenya, diving deeper into the three case study programmes: the Cash
Transfer for Orphans and Vulnerable Children, the Hunger Safety Net Programme and
the Home-Grown School Meals Programme. These were chosen due the availability of
impact data, and our analysis is based on secondary data from impact evaluation studies
and key informant interviews (KlIs) with government officials, donors and civil society
organisations.

Chapter 1 finds that the programmes have improved the welfare of vulnerable
households. For example:

e Cash Transfer for Orphans and Vulnerable Children contributed to a 13-percentage
point reduction in the proportion of beneficiary households that were experiencing
US$1-per-day poverty.

e The Hunger Safety Net Programme provided unconditional cash transfers to
households experiencing extreme poverty. Every Kenyan shilling the programme
transferred to the beneficiaries of regular cash transfers generated an additional KES
0.93 of total (nominal) income in the county’s local economy.

e The Home-Grown School Meals Programme reduced the amount of money parents
needed to spend on feeding their children — a direct cash saving of between 4% and
9% of annual household income.

Chapter 2 considers challenges that face the programmes — including how the

government might leverage additional ODA and domestic resources to expand the
coverage of social assistance programmes.
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Executive summary

In Kenya, ODA played a critical role in establishing effective social protection
interventions. It contributed to the design and implementation of social assistance
programmes by financing:

e Programme design, pilot and expansion, especially at the early stages when there
was little domestic funding.

e Institutional capacity strengthening interventions through development of skills, sector
policies and enabling infrastructure.

e Impact evaluations that provided the evidence that justified continued investments in
the programmes and lessons for strengthening implementation.

e Technical support that promoted adoption of innovative approaches in programme
implementation.

Impacts of social assistance programmes

Investments in social assistance have positive welfare effects on beneficiary households,
but their overall impact on poverty is modest. A literature review on the impacts of social
assistance in Kenya shows that Cash Transfer for Orphans and Vulnerable Children (CT-
OVC) has enhanced the life chances of children in beneficiary households. It has enabled
their healthy and safe transition to adulthood by improving access to healthcare,
education, and nutritious food. The Hunger Safety Net Programme (HSNP) has alleviated
hunger, mitigated the worst effects of poverty, and strengthened livelihoods. The Home-
Grown School Meals Programme (HGSM) has enhanced the food security of children
and contributed to improved school attendance, enrolment and retention of children in
schools.

However, the overall impact of social assistance on the national poverty headcount is still
modest. A World Bank analysis in 2023 showed that Kenya'’s social assistance cash
transfers have reduced the national poverty headcount and poverty gap by only 1.2 and
0.5 percentage points respectively. This modest impact is attributed, in part, to limited
coverage of social assistance programmes, inadequacy of cash transfer amounts,
insufficient expenditure and operational challenges at programme level.

The limited fiscal space slows efforts aiming to address the challenges that constrain the
impacts of social assistance. The national government is facing a fiscal deficit of US$32.1
billion between 2022/23 and 2026/27. Notably, Kenya'’s risk of debt distress rating
increased from low in 2017 to high in 2022. Meanwhile, its debt service to revenue and
grants ratio is expected to increase from 52% in 2022 to 62.7% in 2024, meaning that
much of the national revenue will go to debt repayment rather than service delivery.
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Improving the impacts of social assistance programmes

Leveraging ODA alongside domestic resources is critical for strengthening the impacts of
social assistance programmes. To promote sustainability, the national government has
made significant progress in funding social assistance programmes using domestic
resources. The CT-OVC and HSNP were fully financed by domestic resources from
2019/20 fiscal year, while HGSM fully transitioned from external to domestic financing in
2018/19. Despite this significant achievement, social assistance programmes still face a
huge funding gap. In 2023/24 fiscal year, for instance, budget allocations to the National
Safety Net Programme, which comprises the four national cash transfers, covered only
36.7% of the programme’s funding requirement. A limited fiscal space is part of the
reason for this low budget allocation, as more than half of national revenue goes to public
debt repayment. Given this resource constraint, strengthening mobilisation of ODA to co-
finance social assistance programmes is critical for expanding programme coverage,
improving the adequacy of cash transfer amounts and addressing operational challenges
to enhance impact.

In the long term, social protection programmes should rely on domestic resources to
ensure sustainability. Therefore, leveraging ODA to support government efforts to
strengthen domestic resource mobilisation, including implementing the Medium-Term
Revenue Strategy for the period 2024/25 to 2026/27, is important for ensuring
sustainability. This is aimed at strengthening domestic revenue mobilisation through
implementation of tax policy and administrative reforms.

To address the root causes of vulnerability, the government has to complement existing
social assistance schemes, which mainly enable households to meet immediate
expenditure needs, with resilience-building programmes, including livelihood interventions
and provision of basic services. This calls for prioritising investment of ODA and domestic
resources in long-term, resilience-building interventions, especially in the arid and semi-
arid land (ASAL) counties that are vulnerable to climatic shocks.

However, ODA remains a scarce resource globally. Therefore, apart from strengthening
mobilisation of ODA, the government must ensure it is using the resources that are
already available to it effectively. This includes reallocating public expenditure to create
additional fiscal space for strengthening investment in social assistance programmes. In
2023, for instance, the government eliminated fuel subsidies to free up additional
resources to fund its development plans. Some of the resources were previously
earmarked for fuel subsidies could then be redirected to social assistance programmes to
support vulnerable groups.
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Introduction

Social protection is a fundamental human right, enshrined in the Universal Declaration of
Human Rights.! To ensure that no one is left behind, Sustainable Development Goal 1.3
requires governments to implement nationally appropriate social protection systems and
measures for all, including social protection floors by 2030.2 Social protection plays a key
role in eradicating poverty and inequalities by promoting access to essential healthcare,
income security throughout.® human capital development, social cohesion, inclusive
economic growth and labour force development.4 During the Covid-19 pandemic,
governments around the world expanded their social protection programmes to support
their vulnerable populations to cope with the socioeconomic impacts of the pandemic.®
That said, the Covid-19 pandemic also brought to the fore the significant gaps in
coverage, comprehensiveness and adequacy of social protection systems that existed
prior to the crisis, especially in low-income countries.®

In Kenya, strengthening investments in social protection is a key policy priority aimed at
tackling poverty and vulnerability. The Constitution of Kenya 2010 requires the
government to provide social security as a right to every Kenyan.” To ensure the
realisation of this right, the 2011 Kenya National Social Protection Policy was developed
to facilitate implementation of social protection programmes to support vulnerable
groups.®

This report provides insights on the role of ODA in strengthening the impacts of social
assistance programmes in Kenya. Drawing on secondary data obtained from impact
evaluation studies and triangulated with Klls, the report begins with an assessment of the
impacts of social assistance programmes. It then highlights the challenges that have to
be addressed to maximise the impacts on poverty and vulnerability. Finally, the report
provides a reflection on how the Government of Kenya can leverage ODA alongside
domestic resources to strengthen the impacts of social assistance programmes.

Social assistance is one of the three pillars of Kenya’s social protection system. The other
two pillars are social security and health insurance. Social assistance, which is the focus
of this report, comprises four government-led cash transfer programmes, collectively
referred to as the National Safety Net Programme. These are:

e Cash Transfer for Orphans and Vulnerable Children (CT-OVC)

e Older Persons Cash Transfer (OPCT)/ Inua Jamii Senior Citizens’ Programme

e Hunger Safety Net Programme (HSNP)

e Persons with Severe Disabilities Cash Transfer (PwSD-CT)

The government also implements other non-cash social assistance programmes such as
the HGSM. This report focuses on CT-OVC, HSNP and HGSM, to assess the impact of
investments in social assistance. The selection of these programmes was mainly
informed by the availability of impact data.
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Chapter 1: What is the role
of social assistance in
improving the welfare of
vulnerable households?

Kenya’s social protection sector has developed significantly in the last decade
(2012-2022) in terms of coverage, funding, design and programme delivery mechanisms.
For instance, the coverage of cash transfer programmes increased fivefold from 240,000
in 2012 to 1.2 million direct beneficiaries in 2020.° The government has also invested in
innovative programmes such as the shock-responsive HSNP. Importantly, the
government focused on strengthening delivery systems, including investing in the newly
developed Enhanced Single Registry of vulnerable households to facilitate delivery of
cash transfers. In this section, our analysis focuses on the impacts of CT-OVC, HSNP
and HGSM, based on secondary data obtained from various impact evaluation reports.

Cash Transfer for Orphans and Vulnerable Children (CT-OVC)

CT-OVC was established in 2004 to provide regular, predictable and unconditional cash
transfers to households that are experiencing poverty and are taking care of orphans and
vulnerable children. The programme is implemented in all counties in Kenya. The
beneficiary households receive a stipend of US$17 per month. The specific objectives of
CT-OVC are:

e Strengthening the capacity of households experiencing poverty to care for and
protect orphans and vulnerable children.

e Promoting the fostering and retaining of orphans and vulnerable children within their
families and communities.

e Promoting the development of human capital of orphans and vulnerable children by
enabling access to basic services, including education, healthcare and birth
registration.

Evaluations conducted for the CT-OVC between 2004 and 2022 showed that
consumption in beneficiary households improved, leading to a reduction in poverty. The
cash assistance enabled beneficiary households to invest in productive assets and
improve their livelihoods in various ways, including using part of the cash transfer to buy
farm inputs.'® CT-OVC also promoted consumption of more nutritious foods, enabling
households to improve their dietary diversity.!" On the whole, CT-OVC contributed to a
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13-percentage point reduction in the proportion of beneficiary households that
were experiencing poverty (living on less than US$1 per day).'?

Access to basic education increased among children in beneficiary households. '3
Children and adolescents in beneficiary households were found to have better school
attendance compared with children in non-beneficiary households.'* The impact on
education was particularly substantial at secondary school level, where the cash
assistance resulted in a 7.8 percentage point increase in enrolment.'® While CT-
OVC is not a panacea for all the challenges that prevent access to education among
orphans and vulnerable children, evaluation reports show that it has enhanced equity in
access by reducing gender disparities in enrolment and school progression. 6

Access to healthcare increased, leading to improved health outcomes for children in
beneficiary households. Notably, the use of well-child clinics in beneficiary
households increased by 15.8 percentage points, while the incidence of diarrhoea
among children (0-5 years) reduced by 13 percentage points.'” Importantly, the
proportion of children who were fully immunised in beneficiary households
increased by 14.8 percentage points.'® CT-OVC also contributed to an improvement in
mental health by reducing the occurrence of depressive symptoms, particularly among
young men (age 20-14 years) living in beneficiary households.1®

Birth registration increased in beneficiary households, creating opportunities for
vulnerable children to be counted and included in national development plans. In
particular, the proportion of children with a birth certificate in beneficiary households
increased by 12 percentage points.?°

CT-OVC led to a reduction in child labour, allowing children to concentrate on key
priorities such as going to school. Estimates from evaluation reports show that child
labour reduced by 3.3% in beneficiary households. Furthermore, on-farm child
labour, particularly among boys (10-15 years) reduced by an estimated 12
percentage points.?

Adolescents in beneficiary households were less likely to engage in sexual activity,
including unprotected sex, than non-beneficiary children. This delay in starting sexual
activity was particularly important in reducing HIV risks among adolescents and teenage
pregnancies.??

Finally, CT-OVC enabled investments in productive assets, strengthening livelihoods,
empowering women and increasing participation in economic activities. The cash
assistance enabled beneficiaries, particularly small-sized and female-headed
households, to acquire assets such as small animals/livestock to improve their
livelihoods. Importantly, local economy-wide impact evaluations indicated that CT-OVC
had income multipliers of up to KES 1.34 in the western region and KES 1.81 in the
eastern region of Kenya.23
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Hunger Safety Net Programme (HSNP)

HSNP provides unconditional cash transfers to households experiencing extreme
poverty. These cash transfers reach a core beneficiary group of about 100,000
households living in extreme poverty.

The first phase of the programme covered the period 2007 to 2013 (Phase 1), while the
second phase ran from 2013 to 2018 (Phase 2). HSNP is currently in the third phase of
implementation, which covers the period 2019 to 2024 (Phase 3). The first and second
phases were implemented in the poorest four counties of Kenya: Marsabit, Mandera,
Turkana and Wajir. In the third phase, the government planned to extend the coverage of
the programme to an additional four counties — Isiolo, Garissa, Samburu and Tana
River.2* These counties are located in the ASALs region of Kenya, which experience
recurrent climatic shocks, leading to high food insecurity and poverty. The main objective
of HSNP is to provide households with a regular cash transfer to alleviate extreme
hunger, poverty and vulnerability.

HSNP has a shock-responsive component that provides emergency cash transfers to
additional households (up to 250,000) affected by extreme whether events.?®> The
beneficiaries of the regular cash transfers receive a payment worth US$40 every two
months, while the beneficiaries of emergency cash transfers receive US$20 per month if
they are experiencing severe or extreme drought.

Evaluations of the first and second phases of the programme showed that HSNP has
positive spill-over effects on incomes. Local economy-wide impact evaluations showed
that every KES 1 transferred to the beneficiaries of regular cash transfers generate
an additional KES 0.93 of total (nominal) income in the local economy of the
beneficiary counties.?® This means that HSNP increases incomes in the beneficiary
counties by nearly double the amount of money injected into those counties through
regular cash transfers.

While HSNP cash transfers are mainly used by beneficiaries to meet immediate
expenditure needs, they have enabled some households to diversify their livelihoods. In
particular, some households have used part of the cash transfers to start businesses in
areas with low entry barriers such as selling foodstuffs.2” Others have used the cash
transfers to purchase productive assets such as livestock.

HSNP has a positive impact on the wellbeing of vulnerable households, enabling them to
mitigate the worst effects of poverty. The cash transfers have led to an increase in food
and education expenditure by beneficiary households. Notably, HSNP has positive
impacts on child welfare as it reduces the likelihood of moderate acute malnutrition
among children.?® The cash transfers have also enabled beneficiary households to
improve their living conditions and ability to pay debts.2® Evaluations of Phase 1 showed
that beneficiary households were 10 percentage points less likely to fall into the
bottom national poverty decile than non-beneficiary households.3 Recent
evaluations have further showed that HSNP contributes to a reduction in poverty; and
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that this reduction is mainly driven by a decrease in the incidence and intensity of poverty
among the ultra-poor beneficiary households.3’

HSNP is supporting beneficiary households to build their resilience to negative shocks.
Regular cash transfers have strengthened beneficiaries’ creditworthiness, allowing
them to borrow from friends, neighbours and local traders to smooth consumption during
negative shocks.32 The cash transfers also mitigate negative coping mechanisms such as
selling productive assets such as livestock. However, while evaluations of Phase 1
showed that beneficiary households were more likely to save than non-beneficiary
households, 33 evaluations of Phase 2 found that the programme had limited impact on
savings due to the small value of the cash transfers and high inflation.

Participating in HSNP reinforces coping strategies adopted by pastoralists in response to
climatic shocks. To cope with droughts, most pastoralists move with their livestock to
forage and take advantage of pasture that is available in less affected locations. HSNP
supports this coping strategy by increasing the likelihood that beneficiary households are
partially or fully mobile.3*

HSNP promoted financial inclusion by opening bank accounts with nearly all households
in the beneficiary counties.3® HSNP also promoted the trialling and expansion of the
agency banking model: in areas where Equity Bank, which the National Drought
Management Authority (NDMA) had partnered with to deliver payments, did not have
branches, it established agency banking to reach the beneficiaries of HSNP. The success
of agency banking in the beneficiary counties inspired its adoption by more banks to
reach the public in all parts of the country.

Having a national identification card (ID) was a precondition for opening the bank
accounts that beneficiaries needed to access their payments. However, as of 2015 an
estimated 11,000 households targeted with regular cash transfers had no adult with an
ID. NDMA funded the National Registration Bureau to conduct mass registration in the
beneficiary counties. As a result of this support, the proportion of households without
an adult with an ID had reduced to 0.4%, or from 11,000 to 446 by 2018.36 Access to
ID has not only enabled households to access cash transfers provided by HSNP and
other programmes and organisations, but has also enabled them to vote.

Home-Grown School Meals Programme (HGSM)

School feeding programmes are a critical social safety net for tackling child hunger and
malnutrition, while improving educational and agricultural outcomes.3” In 1980, the
Ministry of Education (MoE) and the World Food Programme (WFP) established the
School Meals Programme (SMP). The programme was introduced in the ASAL regions
where food insecurity is high due to climatic shocks and poverty.38 It was also
implemented in informal settlements in Nairobi where many households face food
insecurity due to their low-incomes. The programme was designed as a safety net aiming
to tackle the negative effects of hunger on education. WFP provided in-kind food
assistance, which it procured using multi-donor funding and collaborated with MoE to
distribute it to participating primary schools.

Improving the impact of ODA on social protection in Kenya / devinit.org 12



MoE and WFP agreed on a transition strategy in 2008 to gradually hand over the
responsibility of feeding children in schools to the government. In 2009, MoE established
the HGSM Programme to provide meals to children in primary schools that were
previously supported by WFP. In 2018, WFP and the Ministry of Education completed the
process of transitioning beneficiary primary schools from SMP to HGSM.2® HGSM is
aimed at alleviating hunger, protecting children from malnutrition and improving school
attendance, enrolment, academic performance, and gender equity in access to
education. It also aims to support local communities to establish sustainable food
systems by providing a market for locally produced foods. In the arid counties, the
Ministry of Education provides in-kind food assistance to all public primary schools.
However, in semi-arid counties the Ministry of Education provides a cash transfer to a
selection of schools to purchase food from local farmers.

Evaluation studies conducted for SMP/HGSM have demonstrated that HGSM creates
income multipliers in the rural regions where it is implemented. A recent local economy-
wide impact evaluation showed that each KES 1 transferred to a HGSM school creates
KES 1.27 of additional real income in rural Kenya.4® This is attributed, in part, to the fact
that schools use the HGSM funds allocated to them to purchase food from the local
markets, thereby creating business opportunities for local farmers and traders.

SMP/HGSM reduced the burden on parents to feed their children, resulting in direct
cash savings of between 4% and 9% of annual household income.#' Furthermore,
school meals incentivise children to stay in school, freeing up their parents’ time (due to
reduced care responsibilities during the day) to participate in income-earning activities.
Key informants noted that SMP/HGSM contributed to the food security of children in the
beneficiary schools by ensuring access to regular meals. Some children also took home a
portion of their meals for their siblings, contributing to the food security of their
households.

School meals have contributed to improved enrolment and attentiveness of children in
class. For instance, net primary school enrolment rates in SMP beneficiary counties
increased from 61.7% in 2013 to 84.5% in 2016.42 This increase was achieved in part
due to the availability of food in schools and communities’ understanding of the benefits
of education due to awareness campaigns conducted by WFP and civil society
organisations as part of the SMP programme activities. Furthermore, Klls conducted with
teachers indicated that children were more likely to be attentive in class during school
days when meals were provided than days when meals were not provided.

School meals encouraged attendance and retention of children in school. Key informants
noted that children were more likely to attend school on the days when meals were
provided. The meals contributed to improved retention of children, especially girls, in
school. Notably, this improved retention contributed to reduced challenges with child
labour, child marriage and female genital mutilation. That said, key informants
highlighted that in some beneficiary schools, meals were not provided every
school day due to challenges such as lack of water or cooking fuel.
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Chapter 2: What are the
remaining challenges?

Analysis in the previous section showed that social assistance programmes have positive
impacts at household level. However, the aggregate impact of all social assistance
programmes (including PwSD-CT and OPCT which have not been reviewed in this
report) on national poverty prevalence is still modest. The most recent analysis by the
World Bank in 2023 shows that Kenya'’s social assistance cash transfers have reduced
the national poverty headcount and poverty gap by 1.2 and 0.5 percentage points
respectively.43

Food and nutrition insecurity remain a major challenge in the ASAL regions and urban
informal settlements, including the counties where HSNP and HGSM are being
implemented.** Furthermore, households in the ASAL counties remain vulnerable to
recurrent shocks and stresses that negatively affect livelihoods and wellbeing. Heavy
reliance on pastoralism/agro-pastoralism as the principal source of livelihoods in the
ASAL counties has left communities exposed to the effects of prolonged droughts,
unpredictable floods and perennial violent conflicts over natural resources.* Vulnerability
is also worsened by poor socioeconomic conditions, including inadequate access to basic
services.*® These challenges underscore the importance of strengthening investments in
interventions that address the root causes of vulnerability, alongside the existing social
assistance programmes to enhance household resilience.

The limited impact of social assistance programmes on overall poverty headcount and
vulnerability is attributed to several factors:

1. First, despite the fivefold increase in the number of beneficiaries between 2012
and 2020, coverage of social assistance programmes is still low relative to the
proportion of the population living in poverty. Nationally, 36.1% of the population
(16.4 million people in 2015/16) is living in poverty.4” However, social assistance
programmes currently reach only an estimated 4.6 million direct and indirect
beneficiaries (individuals in beneficiary households).4?

2. Second, the adequacy of cash transfers is low relative to household needs. For
example, evaluations of HSNP Phase 2 showed that, on average, the monthly
transfer amount accounted for only 43% and 32% of household food expenditure and
total expenditure per month respectively.4® The transfer amount for CT-OVC, PwSD-
CT and OPCT has remained constant at KES 2,000 (US$17) since 2012 despite a
rising cost of living. Accordingly, the value of the transfers has been eroded by 34.2%
since 2012. While HSNP’s transfer value was increased from KES 2,000 (US$17) to
KES 2,700 (US$22.9) in 2016, it has been eroded by 28.4% since 2012.%0
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Furthermore, implementation of HGSM is affected by the fact that capitation per child
has stagnated at KES 10 (US$0.08) per day since 2010, despite the increase in cost
of living.

3. Third, expenditure to social assistance programmes remain low in Kenya
relative to its peers. Kenya'’s social assistance expenditure stands at around 0.4%
of GDP. This expenditure level is relatively low compared to the average expenditure
on social assistance in lower-middle income countries (1.2%) and much lower
compared to upper-middle income countries (2.2%).5!

4. Fourth, social assistance programmes grapple with persistent implementation/
operational challenges. The disbursement of cash transfers to beneficiary
households is often unpredictable and subject to delay, making it difficult for
recipients to plan their finances and mitigate the adverse effects of shocks.52 Notably,
beneficiary targeting and registration challenges have led to exclusion and inclusion
errors in the selection of recipients of cash transfers.5 The government also
struggles with weak capacity in areas such as conducting impact evaluations and
monitoring cash transfers to ensure accountability and to document key lessons for
strengthening implementation.5* Other challenges include inadequate staffing levels
to facilitate implementation of programmes and delays in updating beneficiaries’
information to ensure access to cash transfers.5%®

Notably, the implementation of HGSM is facing several challenges including
inadequate water, sanitation and hygiene facilities in schools to ensure preparation of
food in a clean and hygienic environment. Key informants noted that while parents
are willing to support HGSM by contributing funds to schools to purchase cooking fuel
and pay cooks’ salaries, they face difficulties in making regular payments due to their
low incomes. Key informants also highlighted that there are significant delays in the
delivery of food to beneficiary schools or transfer of funds to schools to purchase
food. These delays limit the ability of schools to provide meals to children every
school day.

Overall, low expenditure, inadequacy of transfer amounts, limited programme coverage
and operational challenges are attributed, in part, to resource constraints. This points to
the need for greater mobilisation and allocation of resources to social assistance
programmes to maximise their positive impacts.

Increasing the coverage of social assistance programmes

Efforts to expand the coverage of social assistance programmes are underway, but
significant resources will be required to implement them. Recent reforms in the social
protection sector have focused on a gradual shift from the current targeted approach to a
universal system to ensure provision of social protection services to all vulnerable
persons throughout the lifecycle. Currently, CT-OVC is the only cash transfer programme
dedicated to children and enrolment to it is restricted to households with orphans and
vulnerable children. To expand coverage, the government is considering establishing a
new universal child benefit.%
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Estimates by the World Bank shows that a monthly cash transfer of KES 2,000
(equivalent to the value of other cash transfers such as CT-OVC) dedicated to children
(age 0-5 years) would reduce the national poverty headcount by 9.3 percentage points.
However, it would cost 7.8% and 2.5% of the government’s total expenditure and GDP
respectively. A universal grant for all children below age 18 years would reduce the
poverty headcount by 23.6 percentage points but would cost 22% and 7% of
government’s expenditure and GDP respectively.5” While these estimates highlight the
huge potential of cash transfers in reducing poverty, they also highlight the amount of
resources that have to be mobilised to expand coverage.

The OPCT was dedicated to households that were experiencing poverty and headed by
an individual aged 65 years or above. It was redesigned in 2017 when it became a
universal scheme targeting all Kenyans aged 70 years or above who are not recipients of
civil service or other contributory pension. Nonetheless, an estimated 57% of the eligible
population is not yet enrolled into OPCT owing to several challenges including financial
constraints and limited implementation capacity at county level.%8

While the government is committed to strengthening investment in social assistance
programmes, the fiscal space is quite limited. The national government is facing a fiscal
deficit of US$32.1 billion over the next five fiscal years (2022/23 to 2026/27).5° Access to
external markets to borrow is constrained by the fact that Kenya’s debt carrying capacity
has been downgraded from strong in 2017 to medium in 2022, while the country’s risk of
debt distress rating has increased from low in 2017 to high in 2022. Kenya’s debt service
to revenue and grants ratio is expected to increase from 52% in 2022 to 62.7% in 2024,
meaning that much of the country’s national revenue will go to debt repayment rather
than service delivery.0
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Chapter 3: How can
government and donors
better leverage ODA?

ODA has facilitated the establishment of social protection interventions in Kenya in
several ways. It has particularly contributed to the design and implementation of social
assistance programmes by financing the following:

e Programme design, pilot and expansion, especially at the early stages when
domestic funding was little.

e Institutional capacity strengthening interventions through development of skills, sector
policies and enabling infrastructure.

e Impact evaluations that provided the evidence that justified continued investments in
the programmes and lessons for strengthening implementation.

e Technical support that promoted adoption of innovative approaches in programme
implementation.

For more information, read our case study report The role of ODA in delivering social
protection in Kenya.

The government and donors could consider the following recommendations to leverage
ODA alongside domestic resources to improve the impacts of social assistance
programmes.

Given the limited fiscal space, strengthening mobilisation of ODA is critical for
addressing funding gaps. The Government of Kenya has made significant efforts to
increase funding to various social assistance programmes using domestic resources. For
example, the HSNP and CT-OVC cash transfers were fully financed by domestic
resources from 2019/20 fiscal year. Also, the HGSM was fully financed by domestic
resources from 2018/19 fiscal year.8" While this is a huge achievement, there remains a
significant funding gap that hinders expansion of the coverage of existing programmes
and increasing the cash transfer amounts. For instance, in the 2023/24 fiscal year, the
National Safety Net Programme, which includes the four government-led cash transfer
programmes, required KES 98 billion for its implementation. However, the government
allocated only KES 36 billion to the programme — equivalent to only 36.7% of the
programme’s funding requirement. In light of this significant funding gap, negotiating with
donors to reintroduce their funding support to these programmes will be critical for
expanding coverage, improving the adequacy of transfer amounts and addressing
operational challenges. Increased access to ODA is expected to enable the government
to strengthen the impacts of social assistance programmes, while it works towards
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increasing tax revenue to ensure that these programmes are financed fully from domestic
resources in the long term.

Leveraging ODA to support government efforts to strengthen domestic resource
mobilisation is important for ensuring sustainability. In the long term, social
protection programmes should rely on domestic resources to ensure sustainability. The
government developed a National Tax Policy in 2022 and a Medium-Term Revenue
Strategy in 2023 to enhance domestic resource mobilisation. ODA could support
implementation of these policy frameworks to address challenges that hinder adequate
tax revenue mobilisation such as low tax compliance, complexity in taxing an emerging
digital economy and the existence of large, hard-to-tax sectors, including informal trade. 2

Meaningful investment in multi-sectoral resilience-building interventions is critical
for reducing household vulnerability. In addition to existing social assistance
programmes that mainly enable households to meet their immediate consumption needs,
investing ODA and domestic resources in long-term resilience programmes, including
livelihood interventions and provision of basic services, has to be prioritised to address
the root causes of household vulnerabilities. This is particularly important in the ASAL
counties where inadequate investment in areas such as water and sanitation and
alternative livelihoods perpetuate vulnerability to shocks and heavy reliance on
humanitarian assistance. Strengthening investments in resilience is expected to reduce
spending on humanitarian response, % and thus free up resources to support those who
are furthest left behind such as children and persons with disabilities.

Reallocating public expenditure could create additional fiscal space for
strengthening investment in social assistance programmes. Given the limited
availability of ODA globally, reallocating public expenditure by prioritising investments
with the potential to generate large socioeconomic impacts, and eliminating wastages
and spending inefficiencies, is crucial for expanding the fiscal space. In 2023, for
instance, the government eliminated fuel subsidies to free up additional resources to fund
its development plans.® However, the removal of the subsidies has inadvertently led to
an increase in inflation, making it difficult for low-income and vulnerable households to
meet their expenditure needs. Some of the resources that were previously earmarked for
fuel subsidies can be redirected to social assistance programmes to support vulnerable
groups.
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Conclusion

The Government of Kenya has made significant progress in designing and implementing
several social assistance programmes to tackle poverty and level out inequalities. The
social assistance programmes have positive welfare effects, especially in beneficiary
households. However, the overall impact of social assistance on the national poverty
headcount is still modest. This is attributed to several factors including the limited
coverage of social assistance programmes, inadequacy of cash transfer amounts,
insufficient expenditure and operational challenges at programme level.

Efforts aiming to address the challenges that constrain the impacts of social assistance
programmes are under way, but the government has a very limited fiscal space.
Improved mobilisation of resources from external and domestic sources is therefore
critical to bridge existing funding gaps. This includes leveraging ODA to co-finance
investments in social assistance programmes in the short to medium term, while the
government strengthens mobilisation of domestic revenue to finance these programmes
fully in the long term. Apart from financing existing social assistance programmes, ODA
should support efforts aiming to enhance domestic revenue mobilisation and investments
in resilience interventions to address the root causes of vulnerability.
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