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Introduction

Against the background of the 2019-2022 COVID pandemic, that saw a rise in social protection
initiatives and spending across the globe, there is growing consensus among governments in
both developing and developed nations on the importance and urgency of investing in diverse
and responsive social protection systems.

Aside from its role in reducing economic vulnerabilities at times of crisis, social protection has
emerged as an enabling mechanism for citizens to access socio-economic rights and a key
driver of development. Indeed, spending on social protection has often been framed as a long-
term investment in the economy. However, for this mechanism to work governments need to
have strong financial systems in place that facilitate the flow of adequate public resources into
social sectors. Crucial to this, is the involvement of a mix of practitioners, development partners
and beneficiaries in both the budget-making process and sector reform.

Therefore, the nexus between social protection and public finance management becomes a
worthy exploration not only for long-term poverty alleviation, but from a perspective that takes
into account the avenues through which citizens can engage with policy-making decisions and
processes that affect their social welfare.

Analysis done by International Budget Partnership Kenya over the years shows lasting
challenges in social protection budgeting, including the fragmentation of programmes, lack of
congruence between financial and non-financial information and poorly disaggregated data on
beneficiaries. These continue to hinder evidence-based stakeholder engagement with duty-
bearers on the financing of social protection and the implementation of the various
programmes.

To understand these challenges, this paper seeks to explore social protection in Kenya from a
public finance perspective, highlighting the gaps in fiscal policy and practice to develop insights
for the public and practitioners within the social protection sector. Although not exhaustive, the
paper further aims to contribute to the growing literature around the intersection of public
finance management and service delivery in Kenya. Finally, the findings of this paper will inform
the development of a budget guide for use by practitioners within the social protection sector
and the wider public to understand and engage with budget decisions and processes in Kenya.

The paper is structed in five main sections. An initial section examines the available literature on
social protection and social protection budgeting in Kenya and highlights the methodology used
in the development of this paper. Section 1 explores the legal definition of social protection in
Kenya and the larger legal and policy framework through which social protection is publicly
provided. Section 2 looks at the scope of social protection in practice, providing a detailed
analysis of social protection budgets in four key sectors. Section 3 highlights the place of public
participation in social protection budgeting. Finally, section 4 pays attention to the key gaps in
the financing of social protection in Kenya and potential fixes.
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Background

Social protection has progressively been adopted as a right within national-level legislation
across the world. This process began and has been sustained by the ratification of international
laws such as the Universal Declaration of Human Rights (1948) and the Social Security
(Minimum Standards) Convention (1952) that continue to impress social welfare principles in
constitutions globally. Conceptually, the right to social protection legally obligates a state to
protect its peoples from poverty and vulnerability. The fulfilment of the right to social protection
therefore entails that government’s must put in place and finance measures to enhance social
welfare and reduce the risk associated with vulnerabilities. The gradual increase in social
protection spending over time has provoked wide-spread research into the specific ways
governments finance these programmes towards the realization of poverty alleviation in
developing countries.

Data from the International Labor Organization (ILO) shows that since the introduction of the
right to social security in its 2010 Constitution, Kenya has introduced 35 social protection
measures of varying kinds. This has been guided by the National Social Protection Policy (NSPP)
2011, which cemented a three-pronged approach to social protection provision: health
insurance, social assistance and social security. Among other measures, the policy committed
the national government to developing strategies that prioritize the funding of social protection
interventions. Some strategies proposed included multi-year budget commitments, ring fencing
of funds, and the use of devolved pooling funds for the implementation of social protection.

Despite this, studies on spending in the sector show that while investments in social protection
in Kenya have increased over time, Kenya still lags behind many other low- and middle-income
countries.xi In addition, social protection budgeting continues to face a myriad of challenges
including poor institutional and programmatic coordination, inadequate coverage and
financing, lack of exit strategies for beneficiaries, poor budget performance and operations of
Semi-Autonomous government agencies (SAGAs) in the sector, among others.

The available literature on the nexus between social protection and public finance in Kenya
often fails to make the link between aspects of the budgeting process and service delivery in
social protection. As such it prevents insight gained by considering social protection as a part of
the larger budget process in Kenya that would enable the public, policy makers and CSQO's to
make better informed assessments and recommendations for potential reforms within the
sector.

1 Constitution of Kenya 2010, Article 223. (1)
2 National Assembly Bill tracker as of 26th June 2023 2
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Methodology

The research was conducted through a desktop review of social protection and aspects of its
budgeting in Kenya. The sources of information for the review consisted of online articles and
research papers on the topic, and publicly available documents from national government
agencies in Kenya including the National Treasury, Ministry of Labor and Social Protection,
Ministry of Health, Ministry of Education, among others.

All analysis was done using publicly available financial and non-financial data from official
government sources. The bulk of the analysis focused on budgetary allocations, performance of
expenditure and sources of funding as key aspects of a sector-specific perspective on the
budgeting process.

Table 1: Sources of Budget Information

Budget Document Years Source Information Obtained
National Expenditure, Expenditure performance,

Sector Proposal Reports |2018-2023 Programmatic Performance and Source of
Treasury .

Funding.
National Programme National Expenditure and programmatic service delivery
2018-2023
Based Budget Treasury targets.
National Quarterly
. Controller . .

Budget Implementation |2018-2023 Expenditure and expenditure performance.
of Budget

Reports

Budget Policy Statement | 2018-2023 National Go.v.ernment policy, priorities and expenditure
Treasury ceilings.

1 Office of the

Audit Reports 2017-2021 Auditor Budgetary performance and audit queries.

General

The analysis centers on the Ministries, Departments, and Agencies (MDAs) that were deemed
to implement programmes under the three broad forms of social protection interventions
defined within the social protection policy framework: social assistance, social security and
social health insurance. Although not exhaustive, the main units of analysis chosen are shown
in Table 2.

1 The Auditor Generals reports were reviewed up until 2021 due to the availability of the reports tied to the delays in approval of the reports by parliament.
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Table 2: Classification of Units of Analysis

Sector

Social Protection,

Social Protection Budgeting in Kenya

Specific Unit of Analysis

State Department for
Social Protection and
Senior Citizen Affairs

Justification

The State Department houses the majority of Kenyans
social assistance programs bundled under the National
Social Safety Net Programme.

Basic Education

Culture and
Recreation State Department for The State Department implements and operates four
Gender and Affirmative | affirmative action funds that offer social assistance to
Action youth, women and other vulnerable groups.
Ministry of Health (MOH)? | The State Department for Medical Services funds five
Health /State Department for social health insurance schemes under Kenya's flagship
Medical Services National Health Insurance Fund (NHIF).
State Department for the The State Department implements the national H.ur\ger
General and . Safety Net Program (HSNP), a large-scale unconditional
. . ASALs and Regional . . .
Economic Affairs cash transfer programme delivered in eight marginalized
Development . . L .
counties across the arid and semi-arid lands in Kenya.
The State Department implements the national school
. State Department for feeding program, which provides cash assistance and in-
Education

kind nutritional support for school-going children in arid
and semi arid lands.

Social Security

National Social Security
fund (NSSF)

Public Service
Superannuation Scheme
(PSSS)

The NSSF and PSSS are the primary state operated
social security schemes in Kenya.

2 The Executive Order No.1 of 2023 split the Ministry of health into two separate state departments. As of 2023, the social protection in health programme is domiciled
in the State Department for Medical Services. Available here.
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1. The Legal and
Policy
Framework of
Social Protection
in Kenya

The design and implementation of social protection in Kenya is governed by a raft of laws,
regulations, and policies across sectors and borders - a reality reflected by a range of social
protection initiatives. Some of these influence the government's direct social protection
interventions, while others fall outside of the ambit of social protection policy. This section lays
out the legal and policy framework of social protection provision in Kenya in a bid to bring to
light why social protection has taken the form it has and get a glimpse of how social protection
in Kenya should look according to law.

What is Social Protection in Kenya according to law?

According to the National Social Protection Policy of 2011, social protection is defined as
policies and actions, including legislative measures, that;

1.enhance the capacity of and opportunities for the poor and vulnerable to improve and
sustain their lives, livelihoods, and welfare;

2.enable income-earners and their dependents to maintain a reasonable level of income
through decent work;

3.ensure access to affordable healthcare, social security, and social assistance.

From this, the operating definition of social protection taken by the Kenyan government
includes a wide range of measures that improve the socio-economic viability of all its citizens,
especially vulnerable individuals in society. Understandably, the broad definition taken here
presents challenges in quantifying the impact and beneficiaries of social protection, as
interventions of many kinds applied in several sectors could be considered social protection.
Seemingly cognizant of this the framing of social protection by government has in practice
focused on the third aspect of the definition above, that is, efforts to ensure access to
affordable healthcare, social security, and social assistance.
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The definitional challenge is also apparent from a legal standpoint. The Constitution of Kenya
2010 does not specifically refer to ‘social protection’, but in Article 43 lists ‘social security’
among the economic, social, and cultural (ESC) rights guaranteed to all Kenyans. Article 43(3)
explicitly binds the State in to “provide appropriate social security to persons who are unable to
support themselves and their dependents.” The emphasis on social security fundamentally
stems from the fact that social protection has often been termed in international law as ‘social
security’, which conceptually encompasses both social assistance and social insurance.
Therefore, social security as referred to in the Constitution is often understood to refer to social
protection. The Constitution also speaks briefly to the second aspect of the definition given
above through Article 41, which states that every worker has the right to fair labor practices,
include fair remuneration and reasonable working conditions.

What laws and regulations guide social protection
provision?

The Constitution of Kenya

The impetus for the provision of social protection can be found in the Bill of Rights within the
Constitution of Kenya, 2010. Article 43 in the Bill of Rights expressly guarantees all Kenyans their
economic, social, and cultural (ESC) rights, including basic rights to health, education, food, and
decent livelihoods. It explicitly asserts the right “of every person... to social security” and binds
the State in Article 43(3) to “provide appropriate social security to persons who are unable to
support themselves and their dependents.”

The broad definition of social protection in Kenya's Constitution necessitates its linkage to
other rights. These include the right to the highest attainable standard of health and the right to
healthcare services. It also includes the rights to equality and freedom from discrimination,
human dignity, freedom of movement and residence, reasonable working conditions, fair
administrative actions, access to justice among others.

www.internationalbudget.org



Article 21 of the Constitution also commits the State to working towards the gradual realization
of the social and economic rights, and binds the State “to observe, respect, protect, promote,
and fulfil the rights and fundamental freedoms in the Bill of Rights.” For this to be achieved, the
State is expected to take whatever legislative, policy, and other measures as necessary,
including the setting of standards.

Accordingly, Article 20 (5) of the Constitution declares that it is the duty of the State to allocate
sufficient resources to ensure the achievement of constitutional rights. In the case of any
economic or social right listed under Article 43, the State must give priority to ensuring the
widest possible enjoyment of the right given the prevailing circumstances, including the
vulnerability of groups or individuals, in allocating resources. This particular provision is
significant because it explicitly demands equity in the design, financing and delivery of public
services including social protection interventions.’

Part 3 of the Constitution outlines more specific rights related to social protection and their
application for specific groups. Article 53 stipulates that every child has a right to free and
compulsory basic education, basic nutrition, shelter, and health care. Article 54 provides for
access to educational institutions and facilities for persons with disabilities that are integrated
into society to the extent compatible with the interests of the person. Article 55 demands that
the State take measures to ensure youth have access relevant education and training, and
employment, while Article 56 seeks to ensure minorities or marginalized groups are provided
special opportunities in educational and economic fields; special opportunities for access to
employment; and have reasonable access to water, health services and infrastructure. In
addition, Article 57 reaffirms the right of the elderly to receive reasonable care and assistance
from their family and the State. Article 27 demands affirmative action to redress past
disadvantage suffered by individuals or groups because of past discrimination.

Given its linkage to other constitutional rights in several domains, social protection is also
guided by a series of laws and regulations listed in Annex A.

International Agreements

The Constitution emphasizes the application of international agreements ratified by the Kenya
government. Kenya is a signatory to the Universal Declaration of Human Rights (1948),which
recognizes social protection as a fundamental human right for all citizens of the world. Other
international instruments adopted include the International Covenant on Economic, Social, and
Cultural Rights (1966), the UN Convention on the Elimination of All Forms of Discrimination
Against Women (1979), the UN Convention on the Rights of the Child (1990), the UN Convention
on the Rights of Persons with Disabilities (2006) ,the African Charter on the Rights and Welfare
of the Child (1990), the International Labour Organization (ILO) Convention on the Worst Forms
of Child Labour (1999), the ILO Minimum Age Convention (1973)that deals with the minimum age
for employment, and the African Charter on Human and Peoples Rights (1981). Kenya is also a
signatory to several ILO Conventions and Regional Protocols on migrant labor.

1 Furthermore, Article 2 (1) of the International Covenant on Economic, Social and Cultural Rights, to which Kenya is a signatory, bounds the country achieve the full
realization social and economic rights and where it cannot, we seek international assistance and cooperation. Available here.
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Kenya was also among the states that committed to allocating at least 15% of their annual
budget to health under the Abuja Declaration of 2001. As an East African Community (EAC)
Partner State, Kenya is further party to the wide-ranging provisions on the harmonization and
coordination of social security that guide the actions of the Partner States.

What is the policy framework through which Social
Protection is provided in Kenya?

Kenya’s Developmental Agenda

The social pillar of Vision 2030, Kenya's long-term development blueprint, identifies eight key
sectors to drive socio-economic development including health, education, and gender, youth
and vulnerable groups. The blueprint, launched in 2008, proposes a series of human and social
welfare programmes/projects within each of these sectors. In relation to social protection as
defined by policy above, such programmes include a series of targeted social assistance funds
that cater for vulnerable groups such as the youth, women and the disabled, and a more general
consolidated social protection fund meant to cater for all persons facing vulnerabilities. The
social pillar also makes provisions in health care, offering a series of strategies for a framework
through which healthcare subsidies for social health protection can be established, including
reforms in the National Health Insurance Fund (NHIF).

The Medium-Term Plan Il (2018-2022) prioritizes social protection from two angles. On one
hand, it commits to the implementation of measures towards achieving comprehensive social
protection, including the ‘completion of the Integrated Population Registration System which is
critical to support social protection measures.' On the other hand, in line with the previous
administration’s Big Four Agenda, the plan heavily prioritizes the realization of Universal Health
Coverage through the expansion of social health insurance schemes like the National Health
Insurance Fund (NHIF).

The MTP 111 (2018-2022) g 2
mainstreams the implementation '
of laws, policies and programmes

towards the achievement of the

United Nation’s 17 Sustainable

development Goals (SDGs).

While only SDG target 1.3

contains specific reference to v
social protection systems and

measures, social protection as

defined above remains key to the
implementation of each of the 17

SDGs, particularly target 3.8, 8.5,

5.4, and 10.4.

Source: Socialprotection.org
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Furthermore, the MTP 111 (2018-2022) remains anchored in the African Union’s Agenda 2063,
which outlines an African Union (AU) strategic framework for the socio-economic
transformation of Africa within 50 years. The objectives for social protection at the national
level under the Agenda's First Ten Year Implementation Plan (2013-2023) are: at least 20 per
cent of the informal and rural population has access to social security by 2023; and at least 30
per cent of vulnerable populations, including persons with disabilities, older persons and
children, are provided with social protection by 2023.

The MTP 111 (2018-2022) further makes the following specific commitments under its flagship
projects Social Health Protection Programmes:

o Health Insurance project for Elderly People and Persons with Severe Disabilities
(PWSDs) to cover about 1.7 million persons by 2022.

o Health Insurance Subsidy Programme (HISP) for the orphans and the poor to cover
about 1.5 million persons by 2022.

o Linda Mama Project to cover 1.36 million mothers and babies by 2022

o Elimination of user fees in public primary health care facilities.

o Informal Sector Health Insurance Coverage to cover 12 million informal sector workers
by 2022.

o Formal Sector Medical Insurance (Medical Insurance Cover for Civil Servants Retirees)
to cover 4.2 million workers by 2022.

Kenya'’s National Social Protection Policy

The policy framework through which social protection is provided in Kenya is outlined in the
National Social Protection Policy (NSPP), 2011. The policy envisions a four-pronged approach in
delivering social protection: Provision, Prevention, Promotion and Transformation.

Table 3: National Government Framework on Social Protection

Provision Social Assistance
Prevention Social insurance
Promotion Livelihood Promotion
Transformation Policy Formation

Source: Kenya National Social Protection Policy, Ministry of Labour and Social Protection

According to the NSPP 2011, the provision approach encompasses social assistance measures
such as cash, food, health and child protection meant to help vulnerable groups cope with
vulnerabilities and emergencies. In order to mitigate some the risks associated with these
vulnerabilities, the prevention approach focuses on strengthening social security and health
insurance schemes that make available various benefits and services (e.g. unemployment
benefit, pensions), while the promotion approach aims to enhance livelihoods and productivity
through interventions such as conditional cash transfers, public works, and school feeding
programmes. Finally, the transformation approach supports the formation of policies and

4 Health sector reports show that as of June 2022 the number of informal workers under the national health insurance scheme was 10.6 million. Available here.
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enactment of laws and regulations on social protection to actively develop a framework for the'
implementation of social protection in its various facets.

Within this framework, the NSPP 2011 stipulates three forms of social protection interventions:
Social Assistance, Social Security and Health Insurance.

Social Assistance

Social Assistance is defined as ‘non-contributory transfers to those individuals deemed eligible
for assistance by society on the basis of their vulnerability or poverty.’ According to the State
Department for Social Protection, the aim of social assistance in Kenya is to provide a minimum
income protection or safety net for the vulnerable and poor. Notably, safety nets can be formal
or informal. The main distinction between formal and informal safety nets is the presence of a
legal guarantee of support i.e., a law or regulation, providing for the provision of the safety net. i
In Kenya, the Social Assistance Act of 2013 supports the provision of social assistance, outlining
the manner in which this is to be done and the conditions under which citizens can claim social
assistance.

Some highlights of legislative changes in social assistance over the years include:

e The Social Assistance (Repeal) Bill, 2020 proposed the repeal of the Social Assistance Act,
2013. The bill was unanimously thrown out by the National Assembly. The repeal of the act
would have enabled the enactment and operationalization of the Public Finance
Management (Social Assistance Fund) Regulations made under the Public Finance
Management Act that established a consolidated social protection fund.

e The Social Assistance (Amendment) Bill, 2021 proposed to add caregivers of persons with
disability to the list of persons in need and for which social assistance would be provided by
the state. Currently, social assistance provided directly to the person with a disability. The
bill also provided for collaboration between national and county governments on support
and registration of caregivers for persons with disabilities.

e Public Finance Management (Biashara Kenya Fund) Regulations, 2021: In 2021, through a
series of regulations, the National Treasury wound up the Women Empowerment Fund, the
YEDF and the UWEZO fund and amalgamated them into one Biashara Kenya Fund.

10
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This was in an effort to Kenya to merge and consolidate all agencies, funds and initiatives for
supporting, financing and developing SMEs, and avoid duplication of functions. However,
in February, 2022 these new regulations were revoked and the WEF, UWEZO, and YEDF were
reinstated as individual affirmative action funds.

The NSPP (2011) outlines three broad categories of legislation and policy that regulate and guide
the implementation of social assistance, namely sector specific, vulnerability, and locality-based
laws and policies. Examples of each can be found in the Annex |.

1.Sector-specific legislation is aimed at guiding the implementation of interventions for the
welfare of poor and vulnerable members of society.

2.Vulnerability-focused laws and policies aim to protect the rights of the disadvantaged and to
ensure their enjoyment of these rights.

3.Locality-based laws and policies aim to address specific issues unique to given geographical
locations e.g. rural or urban areas.

The NSPP also contains specific policy commitments that inform the provision of social
protection, including financing aspects coordination and programme design. On financing, the
main commitment relates to establishment of funds as the mechanism through which social
assistance will be provided. The policy also speaks to coordination in the design in limitation of
social protection programs in all its forms and calls for consideration of exit strategies in the
design of social protection programs.

Social Security

The two main publicly funded social security schemes in Kenya are the National Social Security
Fund (NSSF) and the Public Service Superannuation Scheme (PSSS). The NSSF was the first and
remains Kenya's largest scheme, by membership, through which the government provides social
security. Established under the National Social Security Fund Act of 1965, the NSSF is a
statutory body with the mandate of providing a contributory scheme for all employers and
employees in the formal sector and informal sector workers who can contribute on voluntary
basis.

Unlike social assistance, social security in Kenya is more universal in coverage. According to the
National Social Security Fund (Member Contributions) Regulations of 2014, all working Kenyans
above the age of 18 are required to register as members with the Fund. In practice, the NSSF has
included both formally and informally employed individuals as a mechanism to enhance
coverage and increase contributions to the Fund. The type of social security offered by NSSF
includes a provident fund to be accessed upon retirement or permanent emigration to a country
outside the EAC. In this way, NSSF is meant to provide a minimum level of social protection for
workers.

Policy commitments on social security in the NSPP aim to expand coverage of NSSF, by making
membership compulsory, and the widen the range of social security benefits, by including
unemployment insurance and comprehensive pre-natal and post-natal care. Notably, in its
ratification of the ILO Equality of Treatment (Social Security) Convention C118, 1962 (No. 118),
which contains obligations on the forms or branches of social security that initial state provides,
Kenya explicitly left out the unemployment benefit branch.

M
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The Civil Servants Pension Scheme is a non-contributory scheme administered by the National
Treasury for public servants. The current version of the scheme, the Public Service
Superannuation Scheme (PSSS) was established by the Public Service Superannuation Scheme
Act No. 8 Of 2012.

Health Insurance

The Kenya Health Policy, 2014 - 2030 is the main policy framework guiding health care delivery in
Kenya. The policy is anchored on the Constitution of Kenya 2010, Vision 2030, and global
commitments that Kenya has adopted. According to the policy, its overall objective is to achieve
universal coverage in the critical services necessary to attain the highest possible standard of
health. Key to this is addressing the financial barriers that often prevent individuals from
seeking services at the time of need. Accordingly, the policy commits to the minimization of
these barriers and the realization of Universal Health Coverage (UHC) guided by the concepts of
social health protection.

To realize social and financial protection in health, the NSPP, 2011 commits to adequate
financing of health services, spanning the mobilization, allocation, and efficient utilization of
financial resources for health service delivery. Among the suggested policy measures are the
‘elimination of payment at the point of use for health services, especially by the marginalized
and indigent populations, through social health insurance and government subsidies.’

To implement this, the section 86(a) of the Health Act 2017 provides for the development of a
national health insurance system that allows for social health protection. This cemented a
social protection aspect to the National Health Insurance fund (NHIF), which was established by
an act of parliament in 1999. Recently, the NHIF was replaced with the social health insurance
fund through the Social Health Insurance Fund Act of 2023.

12
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2. Social Protection
Budgeting in
Kenya

Social protection in Kenya’s PFM system

In the context of public finance, social protection refers to a collection of publicly funded
interventions meant to support communities, households, and individuals, in their efforts to
prevent, manage, and overcome a defined set of risks and vulnerabilities. The risks and
vulnerabilities defined by a government set the scope of social protection mechanisms it
employs. Notably, this definition leaves out some aspects usually included in more broad
depictions of social protection which tend to encompass the whole range of instruments used
by government to provide social protection in its entirety e.g., active labor market polices.
However, the definition adopted here remains broad enough to accommodate the forms of
social protection for which it is possible to trace and measure from a public finance perspective.

In practice, publicly funded social protection initiatives in Kenya span a wide range of sectors.
Table 4 highlights some social protection interventions found from a quick analysis of the in the
most recent FY 2023/24 national programme-based budget.

5 Definition adopted from Barrientos, Armando (2004). Financing Social Protection. Available here.
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Table 4: Social protection interventions in Kenya's Approved 2023/24 budget by sector, MDA

Allocation
Sector Implementing MDA Intervention (Ksh.
Billion)
Cash Transfer for Orphans and Vulnerable Children 7.93
State Department (CT-OVC)
for Social
Protection and Old Persons Cash Transfer (OPCT) 18.0
. Senior Citizen : R
Social . Persons with Severe Disabilities Cash Transfer (PwSD-
. Affairs 1.19
Protection, CT)
Culture and
Recreation National Government Affirmative Action Fund 0.04
State Department | (NGAAF)
for Gender and .
Affirmative Action Women Enterprise Fund (WEF) 0.43
Affirmative Action Social Development Fund 3.00
Health Insurance Subsidy (HISP-OVC) Programme 1.72
State Department Emergency Medical Treatment Fund 0.30
Health for Medical Older Persons & Persons with Severe Disability 0.30
Services (OPPSD) Scheme )
Free Maternal Health (Linda Mama) 410
State Department |Integrated Resilience for Sustainable Food Systems — 015
forthe ASALsand |BETA ’
Regional
Development Hunger Safety Net Programme (HSNP) 5.56
S::eral State Department | Youth Enterprise Development Fund 0.33
. for Micro, Small
Economic .
Affai and Medium
airs Enterprises Youth Employment and Enterprise Initiative (Uwezo) | 0.15
Development
State Depar?:ment Financial Inclusion Fund (Hustler Fund) 10.0
of Cooperatives
State Department .
for Basic Education School Feeding Programme 493
Education | State Department
for ngher Higher Student Education Loans Board (HELB) 25.6
Education and
Research
TOTAL ALLOCATED AMOUNT = Kshs. 83.7 Billion

www.internationalbudget.org
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An Analysis of Social Protection Budgets by Sector

How does the national government budget for social protection? The basis for such a query
arises from the revelations of the previous Section 3, which show the plethora of National and
international legal obligations and policy declarations that inform the use public resources to
the benefit of the vulnerable marginalized societies. The following four questions were
employed in the forthcoming analysis in a bid to grasp the breath of social protection initiatives
in Kenya and understand the historical use of public finance for these purposes:
1.What kind of social protection initiatives are there within different sectors?
2.How much public resources have been allocated to social protection programs over the
years?
3.How much was actually spent on these social protection programs?
4.What the government protection and service delivery targets and have they been met
overtime? If not why?
5.Who are the beneficiaries of social protection programmes in Kenya?
6.What are the common sources of funds for social protection programs?

The analysis takes a look at four sectors: Social Protection, Culture and Recreation (SPCR),
Health, General Economic and Commercial Affairs (GECA), and Social Security. While the former
three sectors are classified under the classifications of functions of government, the latter is not
but is treated as so for the purposes of this analysis.

The Social Protection, Culture and Recreation (SPCR) sector has

Social six state departments namely, State Department for Sports, State
Protection, Department for Culture and Heritage, State Department for Labor
Culture, and and Skills Development, State Department for Social Protection

. and Senior Citizens Affairs, State Department for Gender and
Recreation Affirmative Action and State Department for Youth Affairs and the
(SPCR) Sector Arts. Of these, mainly two state departments within the sector

implement social protection programmes as defined in this paper:
the State Department of Social Protection and Senior Citizen
Affairs and the State Department for Gender & Affirmative Action.
Together, these two MDAs account for 54% of the total sectoral
budget allocated over the past five years.
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Figure 1: Combined share of State Department for Social Protection and State Department for
Gender allocation to total ministerial expenditure
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Source: National Quarterly implementation Reports, Controller of Budget | Programme Based Budget
2023/24, National Treasury

As the size of the overall national budget has grown, figure 1 shows that combined expenditure
under these two state departments as a share of the total voted expenditure has fallen in the
last five years. Between FY 2019/20 and FY 2023/24, approved expenditure for the MDAs rose
from Kshs. 28.4 billion to Kshs. 41.0 billion. However, the two State Departments share of the
total national budget has remained below 2% for the past five years, accounting for just 1.73% of
allocated expenditure in FY 2023/24. Therefore, while the two State Departments have received
additional allocations over time, the consistent decline in their share of total expenditure
signals a falling prioritization of the programmes they implement relative to those under other
MDAs?

State Department of Social Protection, Senior Citizen Affairs and Special Programmes

The State Department of Social Protection and Senior Citizen Affairs is the main government
agency charged with the implementation of social protection schemes in Kenya. As per the
Executive order No.1 of 2023, the State Department is under the Ministry of Labor and Social
protection alongside the State Department for Labor and Skills Development.

Expenditure by the State Department for Social Protection has risen by an average of 1% each
year for the last five years. The growing size in the department’s budget has primarily been
driven by growth in recurrent expenditure, which comprised 70% of its total approved budget
spent between 2019/20 and 2023/24. Prior to 2020, cash transfers were classified as
development expenditure, explaining the high proportion of development expenditure in
2019/20 shown in Figure 2 below. In 2020 however, cash transfers such as the Cash Transfer for
Often and Vulnerable Children (CT-OVC) and the Older Persons Cash Transfer (OPCT) were
reclassified as recurrent expenditure, partly explaining the heavily recurrent composition of
expenditure under the State Department seen in more recent years.

6 From IBP Kenya’s experience in budget analysis, expenditure insights like these should be taken with a pinch of salt. Greater expenditure within one sector may be indicativ:

of the greater cost associated with delivering services in that sector compared to another. For example, the construction of a road and the purchase of medicines for a el 6
facility may both be of equal priority for a government, but it may end up spending more on the former than the later.
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Figure 2: State Department for Social Protection Expenditure Historical Allocations
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The State Department for Social Protection is primarily funded by direct expenditure from the
national government. Between 2019/20 and 2021/22, 99% of actual expenditure by the

Department was funded through ordinary revenue, with loans and grants both accounting for
1% of total expenditure respectively.

Figure 3 and 4 below speak to the dependency of social assistance programs in Kenya on direct
government spending. Whereas expenditure by MDAs with larger development budgets tend to
be vulnerable to the availability external financing, the State Department for Social protection
remains more vulnerable to changes in the availability of ordinary revenue. This means, for
example, that the cash transfer programs under the State Department remain exposed to the
rising national government public debt obligations that necessitate increasing expenditure on

public debt repayments.

Figure 3: Composition of the Budget
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The State Department of Social Protection implements three programmes: Social Development
& Children Services, National Social Safety Net, and Policy, Planning and General Administrative
Services. The National Safety Net Programme (NSNP) comprises the lion’s share of expenditure

accounting for 88% of total spending by the State Department between 2017/18 and 2021/22. As
figure 9 shows, NSNP expenditure dwarfs spending on Social Development & Children Services

(11%), and Policy Planning and General Administrative Services (1%).

Figure 5: State Department of Social Protection Expenditure by Program (2017/18 - 2021/22)
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National Safety Net Programme (NSNP)

According to the State Department for Social Protection, the objective of the NSNP programme
is ‘to promote coordination of social protection and cushion vulnerable groups including
children, persons with disabilities, older persons and street families to enable them to meet their
basic human needs and live dignified lives.” It has one sub-programme — Social Assistance to
vulnerable groups — which houses three of the four main social assistance programs namely the
Cash Transfer for Orphans and Vulnerable Children (CT-OVC), Old Persons Cash Transfer
(OPCT), the Persons with Severe Disabilities Cash Transfer (PWSD-CT).7

Of these cash assistance programs, data Figure 6: Composition of Cash
from the Kenya National Bureau of Disbursements under the NSSN (2018/19 -
Statistics shows the OPCT is the largest by 2022/23**)

measure of cash disbursements. Between

2018/19 - 2022/23, the State Department for

Social Protection disbursed a total of Ksh. CT-0VC
129 billion in cash transfers, 70% of which 7%
was to beneficiaries under the OCPT, 27%

to the CT-OVC and 3% to the PwWSD-CT

PWSD-CT __
3%

programmes.
y_OPCT
70%
7 The fourth social assistance program is the Hunger Safety Net Programme Source: Kenya Economic Su rvey 2023, Kenya 18
implemented by the National Drought Management Authority under the . g
State Department for the ASALs and Regional Development. Natlonal BU reau Of StatIStICS (KN BS)
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Box 1: Kenya's National Safety Net Programme

Following the introduction of the Constitution in 2010, all pre-existing social assistance
interventions were placed under the National Safety Net Programme (NSNP), otherwise
known as “Inua Jamii”. These include the Cash Transfer for Orphans and Vulnerable
Children (CT-OVC), Old Persons Cash Transfer (OPCT), the Hunger Safety Net Programme

(HSNP), and the Persons with Severe Disabilities Cash Transfer (PwSD-CT). The Urban
Food Subsidy (UFS) was also launched in 2012 as a pilot programme.

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

According to the Kenya Demographic Health Survey 2022, nine percent of children under
age 18 are orphans. The Cash Transfer for Orphans and Vulnerable Children (CT-OVC)
consists of a bi-monthly payment of Ksh. 4,000 to extremely poor households with one or
more OVCs as a permanent member; that have a caregiver who is chronically ill and/or
unable to perform his/her duties and are not benefiting from any social assistance
programme.

According to the Kenya Demographic Health Survey 2022, nine percent of children under
age 18 are orphans. The Cash Transfer for Orphans and Vulnerable Children (CT-OVC)
consists of a bi-monthly payment of Ksh. 4,000 to extremely poor households with one or
more OVCs as a permanent member; that have a caregiver who is chronically ill and/or
unable to perform his/her duties and are not benefiting from any social assistance
programme.

According to the latest data from the Kenya National Bureau of Statistics, an estimated
278,188 households were supported under the CT-OVC scheme in 2022/23, an 18%
decrease from the number of households supported in FY 2018/19. Disbursements under
the scheme have also been on a downward trend, falling from Ksh. 7.2 billion in FY 2018/19
to Ksh. 6.7 billion in 2022/23. Despite this, a comparison of allocations and disbursements
under the program suggest that expenditure performance is very high, with allocations
matching disbursements in three of the last five years. The scheme is managed by the
Social Assistance Unit under the State Department of Social Protection in the Ministry of
Labour and Social Protection.

Number of CT-OVC Beneficiaries 2018/19 - 2022/23

400,000 340,416
294,581 293,665
300,000 278,945 278,188
200,000
100,000
2018/19 2019/20 2020/21 2021/22* 2022/23**

Source: Kenya Economic Survey 2023, Kenya National Bureau of Statistics (KNBS)
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Disbursements to OVC-CT Beneficiaries 2018/19 - 2022/23
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Source: Kenya Economic Survey 2023, Kenya National Bureau of Statistics (KNBS)

Old Persons Cash Transfer (OPCT)

The Constitution of Kenya 2010 defines older persons as people of age 60 years and
above. The Older Persons Cash Transfer (OCPT) was introduced in 2007 to target
households that support poor and vulnerable older persons in Kenya. The transfer
consists of Ksh. 2000 paid bi-monthly to households with Kenyans aged 65 years and
above who do not receive pension payments and are not enrolled in any other cash
transfer program. The programme is administered by the Social Assistance Unit under
the State Department of Social Protection.

The graphs below show that the number of beneficiaries under the OPCT programme has
gradually fallen over time. The negative trend in beneficiaries is matched by the fall in
total allocations and disbursements to older persons since 2019/20. A comparison
between allocations and disbursements shows that expenditure performance under the
program has been high, with disbursements exceeding allocations by an average of just
5% across the last five years.

Number of OPCT Beneficiaries 2018/19 - 2022/23
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Source: Kenya Economic Survey 2023, Kenya National Bureau of Statistics (KNBS)
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Allocations and Disbursements to OPCT Beneficiaries 2018/19 - 2022/23
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Persons with Severe Disabilities Cash Transfer (PWSD-CT)

Kenya's 2019 Census data shows that 2.2% of the Kenyan population have some kind of
disability. Of the 918,270 that do, 57% are female and 43% are men. The Persons with
Severe Disabilities Cash Transfer (PWSD-CT) program was introduced in June 2011 to
support towards adults and kids with severe disabilities who need a caregiver's assistance
full-time. Beneficiaries of the PWSD-CT program receive a transfer of Ksh. 2000 per
household given every two months.

Data from the Kenya National Bureau of Statistics indicates that while the number of
beneficiaries of the PWSD-CT has fallen over time, there's been a rise in disbursements to
beneficiaries under the program. Moreover, a comparison of allocations and
disbursements to the program of the last five years shows poor but improving expenditure
performance, where the gap between disbursements and allocations has shrunk
overtime.

Number of PWSD-CT Beneficiaries 2018/19 - 2022/23
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The ability of the State Department for Social Protection (SDSP) to spend allocated funds under
the NSNP has important implications on the delivery of social assistance in Kenya. Total budget
absorption — a measure of the percentage of total allocated funds that are actually spent -
stood at 93% between 2017/18 and 2021/22, bolstered by the relatively consistent levels of
budget absorption in the recurrent budget which also averaged at 93%. This likely had a positive
impact on the delivery social assistance programs under the NSNP, which fall under recurrent
expenditure. However, a worsening absorption of the development budget in recent years has
seen total budget performance under the SDSP fall from a high of 98% in 2017/18 to 95% in
2021/22.

Figure 7: Budget performance under the NSNP by economic classification
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According to the 2023 SPCR sector report, the underperformance of development expenditure
under the NSNP can be linked to expenditure approval issues under the donor-funded Kenya
Social and Economic Inclusion Project (KSEIP). The aim of the KSEIP is to build on the NSNP by
strengthening delivery systems for the provision of social and economic inclusion services and
improving the shock-responsiveness of safety nets. With regards to financing, the project
consolidates all cash transfer programs under the NSNP.

KSEIP is jointly funded by the GoK revenue and the World Bank through loans from the
International Development Association (IDA). Expenditure under the project is economically
classified as development to reflect this donor component, and KSEIP is administratively
classified as a delivery unit under the SDSP. Sector reports from the National Treasury show
that the project’s dependence on external financing leaves the implementation of its activities
by the State Department exposed to any eventualities that may affect the remittance of
expected funds. This is what happened in FY 2020/21, where the delays in the approval of
utilization of funding from the World Bank led to the under-spending in development
expenditure under the NSNP.

While underspending on the NSNP remains low overall, table 4 suggests that there is still under
performance in the delivery cash transfer programmes. Between 2019 and 2021, the gap
between the targeted and actual number of beneficiaries the was highest in the OPCT, with an

average of targeted 105,283 individuals per year not receiving cash transfers. Over the same
22
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period, the overall gap between targeted and actual beneficiaries under NSNP grew by 70%.

Table 4: Gaps in performance of NSNP programme by beneficiaries

2019/20 2020/21 2021/22 Average
OPCT 79,815 66,705 169,330 105,283
CT-OVC | 65,722 57,684 96,155 73,187
CT-PWSD | 17,416 9,896 12,464 13,259
Total Gap | 162,953 134,285 277,949 191,729

Source: SPCR Sector Report FY 2023/24 — FY 2025/26, National treasury

Sector reports further indicate that the gap in the targeted number of beneficiaries for cash
assistance programs between 2017/18 and 2020/19 was mainly due to a lack of funding and the
migration of beneficiaries to an account-based payment system.

Social Development and Children Services

Social protection and child welfare are interrelated concepts that aim to improve the well-being
of vulnerable children and families. Child welfare has two components; the protection of
children from abuse, neglect, exploitation, and violence; and the promotion of their rights,
development, and participation. Cognizant of this link, Kenya's National Social Protection Policy
(NSPP) of 2011 squarely frames social protection as a means to which the rights of children and
other vulnerable persons are protected and ultimately fulfilled. Over time, this has provided for
several interventions in the Social Protection, Culture and Recreation (SPCR) sector and beyond
that focus on the welfare of the Kenyan child.

The Social Development and Children Services programme within the State Department for
Social Protection implements four sub-programmes: Social Welfare and vocational
rehabilitation, Community Mobilization and development, Child Community Support Services,
and Child Rehabilitation and Custody. The two main social assistance programs implemented
within the Social Development and Children Services programme are the Presidential
Secondary School Bursary for OVCs (PSSB-OVCs) and the Nutrition Improvement for Children
through Cash and Health Education (NICHE).

Box 2: Social Protection in Education - Kenya's School Feeding Program

Social protection can enhance education outcomes for the poor by addressing the
underlying inequality in access to learning opportunities. These include challenges in
health and hygiene such as hunger and lack of access to basic drinking water that occur
in impoverished communities and hinder children from attending school. The impetus for
such measures is found in the Article 53 of the Kenyan Constitution which demands the
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right of children to free and compulsory basic education as well as basic nutrition, shelter
and healthcare.

In a bid to increase enrollment in education, Kenya has implemented school meal/feeding
programs since 1980 primarily targeted at children from schools in Arid and Semi-Arid
lands. According to the National School Meals and Nutrition Strategy 2017-2022, the
emphasis on the ASAL counties has been in cognizance of the gap in enrollment and
completion rates between these counties and the national average. The most recent
national level data released by the Ministry of Education shows that a similar gap exists
still exists today.

Currently the public-school feeding program is facilitated at the national level by the State
Department for Basic Education under the School Health Nutrition and Meals sub-
programme and implemented by The National Council for Nomadic Education in Kenya
(NACONEK). The school meals strategy suggests that national government should ring-
fence finances for the program and anticipate the impact of changes in enrollment and
the cost of food items over time. However, data from the National Treasury shows that
between 2019/20 and 2021/22 the allocation to the school feeding program stagnated as
the number of beneficiaries rose, resulting in a declining allocation child (as shown by the
diagram below).

In 2022, the government announced a revamp of the program, aiming to increase the
number of children beneficiaries from 1.6 million at the time to 4 million. The
announcement accompanied a doubling of the funding to the programme through the
Supplementary Budget Il of FY 2022/23 and a further Ksh. 856.7 million increase in the
Approved Estimates of FY 2023/24.
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Despite these advances in the program, the lack of readily available disaggregated non-
financial information on the beneficiaries in budget documents hinders evaluations of the
actual impact of Kenya's school feeding program. Data on program beneficiaries is often
aggregated, making assessments of geographical distribution and characteristics such as
gender parity difficult to conduct.

Sub Programme: 0501070 School Health, Mutrition and Meals

Key Performance Indicators Targets Targets Targets
Delivery Unit Key Qutput (KO) [KPls) 202312024 202412025 202512026
1066004900 Mational Council [Mutrition and hygiene services Number of vulnerable learners | 2,500,000 2,700,000 3,000,000
for Nomadic Education in who are provided with school
Kenya (NACONEK) meals during the academic
year,

Source: National Programme Based Budget FY 2023/24, National Treasury

Presidential Secondary School Bursary (PSSB) for OVCs

Under the Child Rehabilitation and Custody sub-programme, the State Department for Social
Protection provides education bursaries for orphaned and vulnerable secondary school
students through the Presidential Secondary School Bursary Fund (PSSB) for OVCs. The PSSB
for OVCs is a flagship project under Kenya's Vision 2030 plan meant to compliment the OVC-CT
and aims to improve enrollment and retention in secondary schools.

Between FY 2021/22 and 2023/24, Ksh. 1.2 billion was allocated to the PSSB scheme to support a
targeted total of 115,000 OVCs with bursaries. However, data from national programme-based
budgets shows that allocations to the scheme have remained stagnant at Ksh. 400 million each
year since FY 2021/22, despite an increase in the number of targeted beneficiaries by 5000 and
15,000 in FY 2022/23 and 2023/24 respectively. As figure 3 shows, this has meant that on face
value, the allocation per beneficiary has fallen over time.

Figure 8: Trends in Beneficiaries under the Presidential Secondary School Bursary PSSB for
OVCs programme
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Source: Kenya Economic Survey 2023, Kenya National Bureau of Statistics | National Programme
Based Budgets FY 2021/22 - 2023/24, National Treasury
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Historical service delivery performance of the PSSB scheme suggests that all targeted
beneficiaries ultimately end up receiving bursaries. Sector reports show that all the 66,300
OVCs targeted between 2018/19 and 2020/21 were supported with bursaries.

NICHE

Nutrition Improvements Through Cash and Health Education (NICHE) is a program currently
funded under the Kenya Social and Economic Inclusion Project (KSEIP) and implemented as a

sub-programme under the Child Rehabilitation and Custody sub-programme. The goal of NICHE

is to improve nutrition outcomes for vulnerable households already receiving cash transfers
under the NSNP in four key counties; Kitui, Kilifi, Marsabit, Turkana and West Pokot.

The availability of both financial and non-financial information on NICHE in Kenya's national

budget documents remain low. While the national programme-based budget contains budget
lines on the Kenya Social Economic Inclusion Project (KSEIP) under development expenditure,
this financial information is not disaggregated in terms of the specific programs that KSEIP to

contributes to, making it difficult to know the amount of public funds actually spent on NICHE.

The lack of financial information also hinders insight on the performance of expenditure under
the programme, making it difficult to assess whether the funds allocated to NICHE are being
spent as planned in practice. This challenge also extends to non-financial information, as the
national programme-based budget has not contained any indication of the number of
beneficiaries targeted with under NICHE since FY 2018/19. The little non-financial information
available on this programme can be found in the SPCR Sector Report FY 2023/24 — FY 2025/26,
as show in the snapshot below. Where service delivery performance information is lacking or
inconsistent the public cannot assess the actual service delivery impact of government
programs, hampering accountability efforts.

Figure 9: Snapshots of SPCR Sector Report FY 2023/24 - FY 2025/26 information on NICHE
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State Department for Gender & Affirmative Action

The State Department for Gender and Affirmative Action was established in 2015 with the
mandate of promoting gender mainstreaming in national development processes and
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champion for the socio-economic empowerment of women. This mandate was later expanded
to include the promotion of equitable political and socio-economic development for women,
men, girls and boys.

In line with the NSPP 2011 guidelines and Vision 2030, the Kenya's national government has over
time established a number of funds as mechanisms to provide targeted social assistance for
vulnerable groups. These include the National Government Constituencies Development Fund
(NGCDF), Affirmative Action Social Development Fund (AASDF), National Government
Affirmative Action Fund (NGAAF), the Youth Enterprise Development Fund (YEDF), the UWEZO
fund and the Women Enterprise Fund (WEF). The forthcoming analysis focuses on the AASDF,
WEF, YEDF and UWEZO fund which are all funded at the national level through the State
Department for Gender and Affirmative Action.

Table 5: List of Affirmative Action Funds under in the State Department for Gender &
Affirmative Action

Fund Title Description
Women Enterprise The Women Enterprise Fund is a revolving fund, established
Fund under Legal Notice No.147 of 2007, with the aim of providing

affordable credit to women for enterprise development, capacity
building, local and international marketing, linkages between
micro, small, and medium enterprises, and infrastructure
investments. The fund is domiciled within the State Department
for Gender and Affirmative Action as a state corporation.

Affirmative Action The AASDF complements the National Government
Social Development Constituencies Development Fund (NGCDF), and provides social
Fund protection facilities for women, survivors of gender-based

violence, and affirmative action groups. It supports out-of-school
youth, arphans, and special needs children through bursaries
and scholarships for education. Monies from the funds are
disbursed to county governments based on the number of
constituencies, each of which receive the same amount.

Youth Employment The Youth Enterprise Development Fund (YEDF) was established
and Enterprises Fund | through the Public Financial Management Act (The Youth
Enterprise Development Fund) Regulations in 2006 to address
challenges related to unemployment through the development
of enterprise. In practice, this is included providing
entrepreneurship trainings, access to loan facilities and
employment opportunities abroad, and facilitating market
linkages among youth and industry players.i The fund is a state
corporation under both the State Department for Gender and
Affirmative action and the State Department for Micro, Small &
Medium Enterprise (MSME) Development.

UWEZO Fund The UWEZO fund, established in 2014, seeks to empower youth,

enterprise and access to credit facilities.' Similar to the YEDF,
the UWEZO fund is a state cooperation under both the State
Department for Gender and Affirmative action and the State
Department for Micro, Small & Medium Enterprise (MSME)
Development.

Source: Kenya Law Reform
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Social protection funds comprise a large part of expenditure under the State Department for
Gender and Affirmative Action, accounting for over 75% of the state department’s approved
budget between 2018/19 and 2020/21. In comparison to the larger national budget however, the
Funds collectively only accounted for 0.16% of total ministerial expenditure over the period.

Analysis of national programme-based budgets shows that allocated expenditure on the three
funds fell by 39% between FY 2018/19 and FY 2022/23. This matches the downward trend in
approved expenditure allocations to the State Department for Gender which fell by an average
of 4% per year over the period. The drop in the State Department’s budget was primarily due to a
gradually decreasing development budget, which comprises of allocations to the funds, and
accounted for 92% of the fall in the total MDA budget over the period.

Figure 10: Composition of Approved Expenditure Allocations Under the State Department for
Gender by Fund
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Source: National Programme-Based Budget FY 2018/19 - 2023/24, National Treasury

A possible explanation of the fall in expenditure under the various funds could be the
expectation that these revolving funds are overtime becoming more self-sustaining through
repayments. Unfortunately, no information could be found on the financial operations of the
funds themselves and the repayment hypothesis could not be confirmed.

Of the social protection funds implemented by the State Department for Gender, the AASDF is
the largest by allocation. Between 2018/19 and 2022/23, the fund was allocated Ksh. 11.2 billion -
78% of the money allocated to social protection funds under the State Department for Gender
over the period - followed by the YEDF-UWEZO fund and the WEF at Ksh. 1.58 billion and Ksh.
1.28 billion respectively.

WEF and YEDF - UWEZO fund

The revolving nature of the YEDF — UWEZO fund and the WEF characterizes their effectiveness
as social protection mechanisms in Kenya. Between 2018/19 and 2020/21 the WEF and YEDF -
UWEZO Fund were allocated Ksh. 0.99 billion and Ksh. 1.12 billion respectively. Sector reports

8 For reference, this is roughly the entire approved budget of the county government of Meru in FY 2023/24. 28
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show that over the same period, Ksh. 8.74 billion was disbursed to women entrepreneurs under
the WEF against an overall target of Ksh. 7.70 billion, and Ksh. 1.25 billion was disbursed to
Youth, Women and PWD Groups through the YEDF — UWEZO Fund against a target of Ksh. 1.1
billion.®

To the extent that proceeds from social protection fund loan repayments flow back into the
fund and become available to lend again, creating more capital for beneficiaries than the initial
monies allocated by government each year, revolving loan funds like the WEF present a lower
cost investment in social protection for government in comparison to other existing
mechanisms.”This hypothesis is also supported by the strong budget performance of WEF and
YEDF - UWEZO fund as state corporations within the State Department for Gender.

Comparisons of approved and actual expenditure between 2018/19 and 2020/21 show that all
revenue allocated to WEF was spent, with the fund boasting a 100% budget absorption rate
across all three years as shown by Figure 11. The YEDF — UWEZO fund also recorded 100% budget
expenditure in 2019/20 and 2020/21 but performed poorly in 2018/19 due to a reported lack of
exchequer release in the fourth quarter.

Figure 11: Historical budget absorption in WEF and YEDF - UWEZO funds
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Source: SPCR Sector Report FY 2023/24 - FY 2025/26, National Treasury
AASDF

Despite being the largest of the three social protection funds, Affirmative Action Social
Development Fund (AASDF) remains the least transparent by measure of publicly available
information in budget documents. While data on the annual allocations to the fund can be
gleaned from the national program-based budget, there is inconsistency in the non-financial
information presented in budget documents over time. As shown below, in some documents
like the SPCR Sector Report for FY 2023/24, the AASDF service delivery indicators as shown in
the programme-based budget of the same FY appear under the NGAAF.

9 The stated overachievement in the WEF was attributed to a high loan performance rate, which increased the availability of funds to be disbursed. 29

10 According to the YEDF, between 2013 and 2017 of Ksh.4.5 billion received from the exchequer its revolving kitty increased to Ksh5.6 billion disbursed in the form of loans.
See more here.
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Figure 12: Snapshots from the SPCR Sector Report FY 2023/24 - FY 2025/26
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Figure 13: Snapshots from the National Programme-Based Budget FY 2023/24
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In addition, whereas the WEF and YEDF — UWEZO fund are state corporations within the State
Department for Gender and Affirmative Action, the AASDF is not, and as such is not
incorporated in publicly available documents detailing financial performance of national
government agencies. The 2015 regulations establishing the AASDF only require the
administrator of the fund to submit a statement of accounts relating to the Fund to the Office of
The Auditor General and the National Treasury, notably leaving out the public. This would seem
to explain why information on the fund is excluded from the annual sector proposal reports and
performance evaluation reports on state corporations produced by National Treasury, the
Controller of Budget's quarterly implementation reports, and the Auditor General's audit of state
corporations. As a result, the lack of financial and non-financial information on the AASDF
continues to hinder effective public oversight with regards to the operation, efficiency and
ultimate service delivery impact of the fund.

Health Sector Kenya's Health sector is administrated by the Ministry of Health
through the State Department for Health Standards and
Professional Management, and the State Department for Medical
Services. The sector also hosts a number of Semi-Autonomous
Government Agencies, including the National Health Insurance
Fund (NHIF). The focus of the forthcoming analysis at the MDA
level will be on the State Department for Medical Services — under
which 99% of the health budget is spent and social health
insurance programmes under the NHIF are financed.

30
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The size of the health sector’s budget has increased by just under 75% over the past five years.
Between 2018/19 and 2022/23 allocated expenditure rose from Kshs. 70.2 billion to Kshs. 122
billion, growing by 11% each year on average. According to the Health sector budget proposal
report for 2023/24, the growth in expenditure over time has been due to government
prioritization of the Health Sector towards achievement of Universal Health Care (UHC) and
strengthened efforts towards the management of COVID-19 pandemic.

The health sector budget has also grown in proportion to total spending across all sectors, with
its share of expenditure growing from 4% in FY 2018/19 to 5.8% in 2022/23 as shown by Figure 14.
This contrasts with other sectors like the energy sector, which has seen its share of the total
national budget fall by 6% over the same period. The growth in proportion of the budget
allocated to the health sector confirms a moderate prioritization of the sector in the distribution
of national resources.

Figure 14: Allocations to the Health and Energy Sector as a share of total expenditure
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An analysis of the composition of health sector funding shows its dependence on direct funding
from GOK. Between FY 2019/20 and FY 2021/22 direct funding from GOK accounted for 74% of
actual expenditure within the sector, followed by Local AIA at 14% and grants and loans at 8%
and 3.8% respectively. Notably while the proportion of the budget funded by GOK remains large,
its share of total funding fell by 7% over the period. In contrast, the proportion of health
expenditure funded by loans rose by 2.1% during the same three financial years. While this could

31
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in part be explained by the increase in foreign support for Kenya during the COVID-19 pandemic
(2019-2021), the two trends could suggest a possible increase in dependency on loans to finance
health spending, which could pose a risk to the stability budget implementation in the sector.

Figure 15: Composition of Total Actual Historical Expenditure in Health
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National Health Insurance Fund

The National Hospital Insurance Fund (NHIF) is the primary social health insurance scheme in
Kenya. NHIF's mandate is to provide medical insurance cover to all its members and their
declared dependents (spouse and children). Within Kenya's UHC strategy, the NHIF is
envisioned to play significant role in health financing, including raising revenue, pooling health
resources, and purchasing.

NHIF has a dual funding mechanism where it gets funding from member contributions and from
the government for its social insurance programmes. The government subsidizes health
insurance by paying the NHIF premiums of beneficiaries covered under its social insurance
schemes. These are households and individuals who cannot afford to pay the monthly
contributions to NHIF. Therefore, while expenditure on social protection in health appears under
the State Department for Medical Services, this expenditure reflects as revenue received to the
NHIF.

According to the health sector report of 2021, NHIF has 74 fragmented schemes, with the aim of
reducing them to just 3. Of these 74, five fall under the umbrella social protection interventions
in health. These include the Health Insurance Programme (HISP) — which houses the Older
Persons & Persons with Severe Disability (OPPSD) and the Orphans & Vulnerable Children
Scheme (OVC), the Free Maternity Program (Linda Mama), Inua Jamii 70+ Program (IJP) and
EduAfya. These publicly funded programmes form the scope of the analysis below.

32
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According to the NHIF Amendment Act no. 1 of 2022 15 (14A) (1), a person who has attained the
age of eighteen years and is not a beneficiary shall register as a member of the Fund. This makes
mandatory contributions for every citizen above 18 years. Recent data from National Treasury
shows that the NHIF currently has a membership of 15.5 million, 68.8% of which are from the
informal sector and 21.2% from the formal sector. This amounts to an effective public health
insurance coverage of 31.1% of the population of Kenya. NHIF membership has grown by 11%
over the past 3 years primarily driven by a significant 134% growth in the number of members
registered in the informal sector.

Table 6: National Health Insurance Fund Membership by Sector

National Health Insurance Fund Registered Members

Membership Category FY 2019/20 | FY 2020/21 | FY 2021/22 | Growth (2019/20 - 2021/22)
Formal 4,452,298 4,645,981 4,821,632 8%

Informal 4,546,528 9,295,817 10,637,602 134%

Total 13,941,798 13,941,798 15,459,234 1%

Source: Health Sector Report FY 2023/24 - FY 2025/26, National Treasury

These informal sector members fall under two categories; micro insurance and sponsored
programs, the latter of which include government funded social health insurance schemes for
indigents and vulnerable populations. As shown by Figure 16, NHIF membership under
sponsored programmes grew by 82% between 2016/17 and 2020/21.

Figure 16: National Health Insurance Fund Sponsored Programmes Membership
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According to the National Health Insurance Fund (NHIF) Act, the monies to be paid into the

fund include expenditure approved annually by the National Assembly for indigents and
vulnerable households under the Ministry of Health. These funds appear in the national budget
under the Social Protection in Health sub-programme implemented by the State Department for
Medical Services. IBP Kenya research into budget transparency within the NHIF reveals that
there is a lack of up-to-date, disaggregated information on premiums paid by national 33
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government under its sponsored schemes. For example since FY 2019/20, national programme-
based budgets only indicate estimated expenditure under three of the five examined social
health insurance schemes namely, the HISP-OVC, HISP-OPPSD and Linda Mama maternal
health scheme.

Available expenditure data between 2019/20 and 2023/24 shows that government spending on
sponsored programmes has stagnated in recent years. Notably, the allocation to the HISP and
Linda Mama programmes remained roughly the same between 2020/21 and 2021/22, at time
when Kenya's health system remained challenged by the COVID-19 health crisis.

Figure 17: Expenditure allocations to state sponsored Health insurance programs
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Data from Health sector reports on actual revenue received by NHIF between 2019/20 and
2021/22 suggests more dramatic trends in expenditure on sponsored programmes in the past.
Revenue collected by NHIF for all sponsored programs excluding Linda Mama grew a reported
262% over the 3-year period, with overall revenue collection from social health insurance
schemes growing by 74%.

Table 7: NHIF revenue collection for the period 2019/20 - 2021/22 by source

Revenue Paid Collected

INCOME FY 2019/20 FY 2020/21 FY 2021/22 %Change

Contributions to the Fund

Premiums - Sponsored Programs 1,343,808,000 | 1,617,820,000 | 4,868,400,000 | 262%
Funds received -Linda Mama 4,042,054,000 | 4,948139,361 | 4,493,259,781 | 11%
Total 5,385,862,000 | 6,565,959,361 | 9,361,659,781 | 74%

Source: Health Sector Reports (2022/23 & 2023/24)
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The General Economic and Commercial Affairs (GECA) sector
comprises eight sub-sectors: Cooperatives, Trade, Micro, Small and
Medium Enterprises (MSMEs) Development, Industry, Investment
Promotion, Tourism, East African Community and the ASALs &
Regional Development. The Ministry of East African Community,
Arid and Semi-Arid Lands (ASALs), and Regional Development was
established within the GECA sector through Executive Order No. 1
of October 2022, and comprises two state departments: East
African Community and ASALs & Regional Development.

The State Department for the ASALS and Regional Development was created in a bid to better
implement and mainstream social- economic development of Arid and Semi-Arid Lands (ASALS)
in Kenya. The ASALs comprise 29 counties defined by a considerable deficit in their water
supply, and collectively cover over 80% of the country’'s landmass and house 36% of the

population.

ASAL COUNTIES

Source: State Department for the ASALS
and Regional Development

The ASALs are prone to gradual and sudden
changes in the climate, which has
historically left their inhabiting populations
at risk to drought and floods. The resulting
socio-economic vulnerabilities have
necessitated social protection initiatives by
government and development partners in
order build resilience and provide needed
aid in times of emergency or crisis.

State Department for the ASALS and
Regional Development

The main social assistance programme
within the State Department for the ASALS
and Regional Development is the Hunger
Safety Net Programme (HSNP). The
programme is implemented by the National
Drought Management Authority (NDMA) - a
state corporation established in 2016 by the
National Drought Management Authority
Act with the mandate of coordinating and
implementing national and county

government efforts to manage drought and climate change.

Hunger Safety Net Programme (HSNP)

The Hunger Safety Net Programme (HSNP) is an unconditional government cash transfer
program under the National Safety Net Programme (NSNP). The HSNP targets households in the
eight most impoverished and dry counties in Kenya: Turkana, Wajir, Mandera, Marsabit, Garissa,

Tana River, Isiolo, and Samburu. According to the Kenya National Bureau of Statistics (KNBS)
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28.0% of households or 3.5 million households in Kenya were food poor as of 2021. Notably, of
the 15 million food poor individuals in Kenya 2.3 million or 15% reside in the eight target counties
of the HSNP.

The HSNP, implemented in three phases, was introduced in 2009 through a was a pilot phase
(HSNP 1) in four counties; Mandera, Wajir, Marsabit and Turkana. This phase was implemented
by a mix of NGOs and benefited a reported 68,621 households. These households are targeted
using a two-pronged selection criterion, consisting of a proxy mean test and community-based
validation. The proxy test gives beneficiaries a household livelihood condition score (HLCS)
based on a predetermined set of socio-economic parameters, after which a list of electronically
selected beneficiaries is validated by communities in the target counties.

—

‘

In a bid to expand the programme, the second phase HSNP Il was launched in 2013 to cover
101,800 vulnerable households in the same four counties. HSNP Il also introduced a two-tiered
mode of cash transfer provision within the programme, which provided for a more flexible form
of social assistance. In this phase, the number of beneficiaries under the programme can be
quickly scaled up in response to the climate-related disasters. The new system defined two
groups of cash assistance recipients:

e Group 1 receive regular payments of Ksh. 5,400 per household every two months.

e Group 2 receive Ksh. 2700 monthly in the event of a drought or shock in the covered areas. ™

Source: Hunger Safety Net Programme (HSNP)

HSNP phase Il launched in April of 2019 under the Kenya Social Economic Inclusion Project
(KSIEP), expanding the programme to cover to four additional drought-affected counties:
Garissa, Isiolo, Samburu, and Tana River.

The two-tiered mode of cash transfer provision means that a degree of variation in government
spending on the HSNP is expected based on the presence or severity of drought over a given
period. For example, in 2022 the critical drought situation in 22 out of the 23 ASAL counties saw
the HSNP receive an additional Ksh. 4.4 billion to its FY 2022/23 budget through the second
supplementary budget approved in late June 2023. The additional funding aimed to scale up the
number of group 2 beneficiaries from the initial target of 70,000 to 222,210.

Focusing on regular cash transfer beneficiaries, the most recent data from sector reports shows
slight yet routine underperformance in service delivery under HSNP. Of the 302,650 targeted the
beneficiaries between FY 2018/19 and FY 2020/21, 298,940 received cash transfers, reflecting a
98% achievement rate.' Despite this, as Figure 18 below shows, the HSNP had the highest
achievement rate among all cash transfer programs under the NSNP in both FY 2019/20 and FY
2020/21.

10 According to the NDMA, these shock responsive payments are triggered by the severity of drought based on a Vegetation Condition Index (VCI). The surpassing of set
thresholds determines the number of beneficiaries and target sub-counties 36
For four of the five financial years assessed (excluding 2023/24), expenditure under the HNSP was economically classified as development expenditure.
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Figure 18: Trends in service delivery performance across NSNP cash transfer programs
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The HSNP is not classified as a programme or sub-programme within the State Department for
Regional Development and the ASALs, therefore data on actual expenditure under the specific
program is not available in quarterly implementation reports released from the Controller of
Budget. However, the full year quarterly implementation report for 2022/23 suggests high
budget absorption in the Drought Management programme - that houses the HSNP. For the FY
2022/23, 96% of the programme’s approved development budget was actually spent.®

In addition, sector reports released by National Treasury show that the NDMA as a state
corporation had high levels of recurrent budget absorption between 2018/19 and 2020/21.
According to the FY 2022/23 SPCR sector report, this is in part due to the ‘non-discretionary’

nature of recurrent expenditure under the NDMA. Despite this, reports from the Auditor General

on the have previously highlighted the possible impact of under-expenditure by the NDMA on
the implementation of planned programs and activities.

Social Security In the Kenyan context, social security can be considered as a form
of social insurance granted by the state to ensure a minimum level
Sector of income protection for its citizens in the event of retirement,

death, or disability. The National Treasury defines Kenya's
retirement benefit system as consisting of three pillars:

1.The zero pillar: comprises the cash transfers for elderly citizens.
2.The first pillar: comprises the National Social Security Fund (NSSF).

3.The second pillar: comprises the Civil Service Pension Schemes, Occupational, Individual and

Umbrella Retirement Benefits Schemes among others.

12 Eor four of the five financial years assessed (excluding 2023/24), expenditure under the HNSP was economically classified as development expenditure.

www.internationalbudget.org

37



Social Protection Budgeting in Kenya

Notably, social security fundamentally differs from social assistance due to its contributory
nature. The forthcoming analysis focuses on the latter two pillars — specifically, the National
Social Security Fund (NSSF) and both the previous and civil service pension scheme (the Public
Service Superannuation Scheme (PSSS)).While the NSSF operates as a state corporation within
the State Department for Labour and Skills Development, the both the former and current CSPS
has been administered by the National Treasury.

National Social Security Fund (NSSF)

The National Social Security Fund (NSSF) was first established in 1965 as a national provident
fund for all workers and later expanded via the NSSF Act of 2013 to a national social insurance
pension scheme for all those above 18 years of age earning an income. Under the current NSSF
pension system, formally employed workers and their employers make a monthly contribution
to cover living expenses in retirement as well as other outcomes like death or incapacity, while
those informally employed can make a voluntary contribution to a provident fund.

.
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Much like other African countries, including South Africa, Nigeria and Ghana, the NSSF as a
social security scheme operates within the Kenyan public finance management system as an
extra-budgetary unit (EBU). EBUs can be loosely defined as units of government that engage in
transactions that are not included in the annual budget. As such, expenditure undertaken, and
revenue collected by EBUs are not considered to be a part of the overall expenditure and
revenue of the central government. In practice, this means that the budgetary operations of
these units are not subject to the same level of scrutiny and oversight as other units of
government.

The NSSF Act of 2013 mandates the board of the NSSF to publish its audited accounts each
year, following submission of its financial statements to the auditor general three months after
the end of financial year. These audited accounts are included in the annual reports made
publicly available on the NSSF website since 2007, and offer data on contributions to the
scheme, its membership and benefits paid out overtime.
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However, while data from the annual NSSF reports provides insight on the growth and coverage

of NSSF in Kenya, more substantive assessments of the nature this coverage and value for
money collected from income earners demands a greater degree of transparency.

Transparency of the NSSF: What is the nature of coverage?

At the time of writing, the latest available annual report on the NSSF website is for FY 2020/21
and shows the NSSF had 2.7 million active members who collectively contributed Kshs. 14.47

billion in the FY 2020/21. Data from the annual reports between FY 2016/17 and FY 2020/21 show

an upward trend in membership, member contributions and benefits paid, which grew over the
period by 7%, 26% and 61% respectively.

Figure 19: Trends in NSSF Membership, Contributions and Benefits Paid Out
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These statistics while useful, lack key details on the nature of the social security coverage by

the NSSF. Specifically, there are no details on the composition or distribution of NSSF members
in Kenya. Several questions remain unanswered: How many registered members are employees,

employers and voluntary contributors? How many of these are active? How many NSSF
members are male or female? How many members are persons with disability? What is the
distribution of members across the country?

The KNBS 2023 Economic Survey offers some gendered data on NSSF membership, showing
that annual member registration has been higher among males than females for the last five
years. Despite this, the membership growth for women (101%) nearly doubled that of men (51%)
over the same period. Such disaggregated data enables the public to see the degree of
inclusivity of NSSF and provides a platform to advocate for further inclusivity.
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Figure 20: Number of Registered NSSF members by Gender
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Accountability of the NSSF

The auditor general has raised a number of queries on the NSSF between 2017 and 2020 with
regards to the management of public resources. Among these queries, value for money has
been a recurring theme with regards to investments undertaken by the NSSF, including
construction of buildings, property purchases and the purchasing of its internal accounting
software systems - SAP Enterprise Resource Management Programme (SAP ERP) and Social
Security and Pension Administration System (SSPAS).

According to the Office of the Auditor General, the SAP system was intended to facilitate the
Fund's finance and accounting functions by providing transparency and accountability in
executing processes. However, one flaw identified in its report was the lack of a double entry
accounting function that would reduce the risk of errors and misstatements. To the extent that
the newly purchased system did not fulfill the requirements required for accountability and
transparency of NSSF, the OAG concluded that value for money may have not been realized.

A further look into the budgetary operations of the NSSF reveals concerns around its financial
performance. Annual NSSF reports between FF 2017/18 and FY 2020/21 show routine under-
performance in member contributions the fund and benefits paid out. Contributions from
members averaged 19% below the budgeted amount over the period, while the underpayment of
benefits paid averaged at 6%.

Figure 21: Deviations between NSSF Benefit Payments and Member Contributions
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The annual audit reports from the Office of The Auditor General have further raised the routine
underperformance of expenditure by the NSSF.

Public Service Superannuation Scheme (PSSS)

To provide social security for public servants and state officials, the civil servants pension
scheme (CSPS) was created in 1950 by the Pensions Act. The CSPS was later replaced by the
Public Service Superannuation Scheme (PSSS), which was established by law in 2012 but only
operationalized in January 2021. According to the schemes’ official website, the PSSS is a
contributory pension scheme whose purpose is to provide retirement benefits to officers in the
service of government. In this respect, the PSSS plays an administrative, facilitative, and
regulative role in providing social security to public servants:

1.Administrative: The PSSS pays retirement benefits to members of the Scheme as and when
they become due.

2.Facilitative: The PSSS aims to assist to improve the social security of members of the
Scheme by ensuring that the members save in order to cater for their livelihood during their
retirement.

3.Regulative: Establish a uniform set of rules, regulations and standards for the administration
and payment of retirement benefits for members of the Scheme.

Notably the PSSS is meant to provide retirement for civil servants, teachers employed by the
Teachers Service Commission, officers in the National Police Service, Prisons Service and
National Youth Service and other services that determined by the minister to be a public service
within the PSSS Act of 2012.

Prior to the operationalization of the PSSS Act, which introduced a PSSS Fund into which
contributions are made, all CSPS budgetary operations were performed within and from the
Consolidated Fund. This meant that the contributions made by state officers and their
employers were paid into the Consolidated Fund, and any retirement benefits to be paid out
were done directly from the Fund. As a result, prior to FY 2021/22 the annual estimates of
expenditure found in the programme-based budget books did not specify government employee
or employer contributions to the CSPS, only providing information on budget allocations for
pension payments. Under the current PSSS scheme, contributions by state officers covered
under the PSSS act are paid into the PSSS fund, while benefits due to officers other than the

staff of the fund are paid out from the Consolidated Fund.”
13 According to Clause 43 of the PSSS Act 2012, the fund shall provide for the ‘payment of pensions, gratuities and other charges in respect of the retirement benefits due 4‘]
to the staff of the Fund'.
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Figure 22: Snippet on Approved Expenditure on the PSSS
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Source: National Programme Based Budget 2023/24, National Treasury

The available budget documents between FY 2018/19 and FY 2022/23 reviewed show that
information on how government budgets for the provision of social security for civil servants is
limited. For all of the years, information on allocations to state pension payments of different
kinds is well documented in the programme-based budget as shown in the snippet above. The
Figure 22 below shows the growth in budgetary allocations made for the different categories of
pension payments.™

Figure 23: Trends in CSPS budget allocations FY 2018/19 -2022/23
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employee pensions, rather than pension payments.
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Notably, the PSSS contributes start in FY 2021/22 when the fund was introduced. These represent budget allocations made the government as contributions towards
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However, Controller of Budget reports on the implementation of the national budget between
FY 2018/19 - 2022/23 lack expenditure performance information disaggregated by the different
categories of pension payments. As shown in Figure 23, only aggregated information on
allocated and actual expenditure appears for each of the years under Pensions and Gratuities.
The data shows that expenditure performance in overall pension payments has fallen from 89%
to 79% in the last five years, but once rose to a high of 100% absorption in FY 2019/20. The
declining trend signals a worsening ability of national government to provide social security to
its covered employees when needed.

Figure 24: Expenditure performance for Pensions and Gratuities (FY 2018/19 - 2022/23)
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The latest COB implementation report FY 2022/23 cites downtime in the Pension Information
System and delay in the release of the exchequer to fund Pensions as reasons for the recent
poor performance in expenditure of pension payments. There is a notable lack of information on
the number of civil servants covered the current PSSS scheme or their contributions in budget
documents, making it difficult to assess the coverage of social security in the public sector.
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3. Public
Participation in
Social Protection
Budgeting

A public finance management system comprises the decisions and stakeholders involved in the
distribution of public resources among competing priorities. As these public resources belong
to them, the involvement and participation of the public in the budgeting process contributes
its effectiveness and credibility and demands robust mechanisms of inclusion.

National and County

[ gt

IFLIMENTATION

I ooz

Source: IBP Kenya
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Kenya's budgeting process has four major stages: formulation, approval, implementation, and
evaluation/audit. While the decisions made may differ at each stage, they should be and often
are interdependent. For instance, the priorities set during the formulation process are related to
the spending allocations approved in the approval stage, and therefore the actual delivery of
services in the implementation stage.

The following section outlines the place of public participation in Kenya's national budgeting
cycle and identifies the opportunities for the public to get involved in sectoral budgeting
processes with a focus on the social protection sector.

Budget Formulation Stage
Sector Hearings

Sector hearings are the first key opportunity in the budget process for the public to impact
prioritization and financing within specific sectors. At the beginning of the budget process, the
National Treasury brings together sector working groups (SWGs), which are intended to
deliberate upon and present proposals on the priorities and funding allocations for specific
sectors in the coming financial year.

Along the process of preparing these proposals, the National Treasury offers the public an
opportunity to provide their input through sector specific public forums, known as sector
hearings. By this point in the year (around October-November), the National Treasury should
have published the Budget Review and Outlook Paper (BROP), which among other purposes
provides a provisional indication of what will be allocated to the different sectors in the coming
financial year.

Sector hearings thus should essentially ask the public whether they agree with the proposed
distribution of funds across the sectors as was proposed in the BROP. They are also an
opportunity to look at sector plans, the money that each sector will get under the proposed
distribution of funds and give views on whether this is how that new/additional money should be
used. (See IBPK guide on sector hearings),

Key documents to refer to at this stage include:

e Budget Review and Outlook Paper — National Treasury

e Social Protection, Culture & Recreation Sector Budget Proposal Reports - National Treasury

e Approved Program-Based Budget of the current financial year — National Treasury

e Annual Budget Implementation Report for the previous financial year - Controller of Budget

e Atthe County level, this public input informs the final departmental allocations in the
County Fiscal Strategy Paper (CFSP) and the sector ceilings at national level in the Budget
Policy Statement (BPS) in February.

However, sector hearings have been historically exclusive due to the fact that they are often
centralized - being conducted in Nairobi (the capital). This sometimes hinders members of the

13 According to Clause 43 of the PSSS Act 2012, the fund shall provide for the ‘payment of pensions, gratuities and other charges in respect of the retirement benefits due 45

to the staff of the Fund'.
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public residing outside of the capital from participating in this stage of the budget process,
despite it being a national level process.

Box 3: What is a Sector?

A sector is a group of ministries, departments and agencies (MDAs) that carry out related
activities. The national government has ten sectors, each of which is broken down into a
number of sub-sectors. For example, the Social Protection, Culture, and Recreation sector
involves six sub-sectors: Development of the Arid and Semi-Arid Lands (ASALs); Sports;
Culture and Heritage; Labour; Social Protection and Gender. Administratively, it involves
the State Department for Social Protection and Senior Citizens Affairs and the State
Department for ASALs and Regional Development.

In budget documents, each MDA is broken down into what are known as programmes. A
programme is away of organizing government activities around a set of objectives. For
example, a programme might be designed to enhance access, quality, equity and
relevance of primary education. Most programmes are further broken down into sub-
programmes. This is done because programme objectives are broad and need to be
further refined. So, sub-programmes have refined objectives within each programme.

Finally, each programme and sub-programme is broken down into what is called an
economic classification, which tells us what the spending in that programme is for, such
as paying staff (compensation to employees) or running offices and providing services
(use of goods and services).

Budget Policy Statement (BPS)

In the Kenyan budget process, the decision about how much to allocate to each sector is made
first, and then sectors develop detailed budgets based on the budget that they have been given.
This sector budget is often known as a “ceiling.” Once the sector receives a ceiling, each
ministry then develops its detailed budget for the next year. The final decision about how much
each sector should receive is set in the Budget Policy Statement (BPS).

The BPS sets out broad strategic priorities and policy goals guiding the national and county
governments in preparation of their budgets for the upcoming financial year and over the
medium term. Its importance stems from that fact that it sets the overall size of the budget,
looking at the overall revenue, expenditure, deficit and debt projections for the coming year and
gives an overview of the distribution of spending at sector level.

More importantly, provision 25 (5) of the Public Finance Management Act 2012 demands that
the National Treasury seek and take into account the input of the public in the preparation of
the Budget Policy Statement.

More importantly, provision 25 (5) of the Public Finance Management Act 2012 demands that

the National Treasury seek and take into account the input of the public in the preparation of
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the Budget Policy Statement. This presents a key opportunity for sector-specific stakeholders to
influence the final total budget allocation of the sector down to the sub-programme level, as
well as the larger policy priorities to be fulfilled in the coming financial year.

Budget ceilings and priorities approved in the Budget Policy Statement should then inform final
proposed and approved budget allocations.

Budget Estimates

The program-based budget estimates often referred to as ‘the budget’ due to the level of detail
contained, marks the last phase of the formulation stage. Based on the sectoral budget ceilings
presented in the BPS, the program-based budget provides estimates revenue and the
expenditure allocations to the various programmes and sub-programmes under the MDAs
within a sector for the coming financial year.

Programme-based budgets (PBBs) were introduced to improve the process of how governments
prioritize services that have the best value for citizens through a clear prioritization process. In
addition, they give governments a platform to ensure their budgets are efficient and effective
with clear targets and milestones of what need to be achieved and in what timeliness. Most
importantly, they provide citizens with a better platform to understand the justification for
policy decisions that are made through government budgets than line-item budgets.

PBBs organize budgets around a set of objectives implemented through clear programmes
spread across different Ministries, Departments and Agencies (MDAs) of government. These
budgets also come with clear performance information that is supposed to help set milestones
to achieve the programme objectives.

The Public Finance Management Act of 2012 stipulates that submission of the budget estimates
and related documents to Parliament (for approval), should be done by the National Treasury by
30th April each year. The National Assembly should then consider the budget estimates with a
view to approving them with or without amendments, by 30th June. In consideration of the
estimates, the PFM Act of 2012 requires that the National assembly take into account to the
input of the public.

Budget Implementation Stage

The budget implementation stage marks the beginning of the implementation of the budget as
formulated and approved. Implementation is the longest stage of the budget cycle, spanning the
full length of a financial year. Notably, the implementation stage is where money is actively
being disbursed from the Consolidated Fund to MDAs, state corporations, county governments
and other entities for the purposes of delivering planned services.

Article 228(6) of the Constitution of Kenya, 2010, and Section 9 of the Controller of Budget Act,
2016, requires the Controller of Budget (CoB) to submit to Parliament quarterly budget
implementation reports of the national and county governments within thirty days after the end
of each quarter.
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The CoB reports provide data on budget absorption at the sector, sub-sector and programmatic
level nationally. Beyond this, they give an idea of how well MDAs are implementing their budgets
each quarter.

During the financial year, the National Treasury also releases Quarterly Economic Budgetary
Review (QEBR) reports that provide an overall indication of both ecbnomic, and budgetary
performance each quarter. The PFM Act of 2012 also provides leeway for the national
government to introduce supplementary budgets during the financial year, which present in-
year adjustments made to different government programmes under the various MDAs to the
approved budget to account for unforeseen events or expenditure.

While the implementation stage does not often present opportunities for public participation, it
remains a critical stage of engagement for the public. The budget documents released in the
stage give an indication of budget performance within all government sector, providing an
active basis of accountability on service delivery challenges that may arise. IBP Kenya's
research into supplementary budgets also shows the risks to budget implementation presented
by multiple in-year adjustments. These documents often provide little non-financial information
or narrative on the financial adjustments made to MDA budgets, creating the possibility
reprioritization, accumulation of pending bills and stalling of infrastructure projects.

Therefore, the sector stakeholders retain a crucial role in ensuring the credibility of the public
budgets by engaging with the various government entities within the sector. In the past, this has
occurred through this submission of memoranda and physical meetings with state agencies
through requests.

15 Supplementary budgets are anchored in Kenya's 2010 Constitution. Article 223 stipulates the conditions under which additional money can be appropriated through 48

supplementary budgets, including a) if the amount appropriated for any purpose under the Appropriation Act is insufficient or a need has arisen for expenditure for a
purpose for which no amount has been appropriated by that Act; or b) money has been withdrawn from the Contingencies Fund.
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4. Challenges and
Opportunities

Social protection as a tool to alleviate poverty and encourage economic participation demands
that governments maintain transparent, progressive and innovative financing/budgeting
systems. From the findings of this paper in Kenya, a number of observations arise concerning
social protection budgeting.

Social protection programs continue to account for a smaller and
smaller percentage of the national budget.

Social protection programs in Kenya continue to receive less state resources over time despite
policy commitments to identify new and additional resources to support the sector’'s budget,
and the relatively good performance of expenditure of programs within the sector. One reason
for this explored in this research paper is low attraction of external funding.

Available data on the sources of funding for social protection programs also shows both a
dependency on government expenditure and low levels of external funding. While additional
external funding presents the risk of delayed implementation like in the case of the Kenya Social
Economic Inclusion Project, a dependency or national government financing means that the
growth of social protection spending in Kenya remains closely dependent on the domestic
availability of fiscal space as opposed to service delivery demand.

The dependency of social protection delivery on national government spending has two
important implications:

 First, the growth and stability of financing for social protection initiatives demands fiscal
policy measures that increase the national resource envelope and a re-allocate expenditure
overtime. In some jurisdictions, his has meant innovating tax policy to ear-mark key taxes
for social protection programs. Examples of this include regimes in Zambia, Ghana, Gabon,
Liberia and Mauritius. Other options available to Kenya include restructuring of public debt
and re-allocation of debt service expenditures to social protection programs given the
crowding effect of these expenditures. However, care must be taken to ensure that changes
to fiscal policy are done fairly and do not leave citizens worse off. Adverse examples of this
could include increasing consumption taxes (which impact heavily on the poor) to finance
protection programs or arbitrarily reallocating expenditure from other social sectors e.g.
health and education, to social protection.

e Second, there is need to create a mechanism to attract and pool official development
assistance in a bid to enhance financing for the social protection sector. The NSPP, 2011 49
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speaks to the establishment of a ‘Consolidated Social Protection fund’ to be administered
by the national social protection council in line with Kenya's Vision 2030. The aim of the fund
is to provide a platform to mobilize and pool donor funds for social protection programs in
Kenya. To this end, regulations introducing a National Social Assistance Fund were devised
by the National Treasury in 2019. However, these regulations were never brought into law,
and donor funding for social protections still separately accrue to ministry developments
and agencies at the national level.

° The implementation of social protection remains fragmented.

Section 2 above shows that social protection in Kenya involves a number of initiatives beyond
the social protection culture and recreation sector, including health and education
programmes. The resulting fragmentation of social protection programmes across different
ministries, agencies and levels of government means that there are resources allocated to the
social protection initiatives outside the SPCR sector as defined by the Classification of the
Functions of Government (COFOG). For example, in the FY 2023/24, the approved national
budget contained 17 different social protection interventions, across 8 different MDAs in 4
different sectors. Looking off-budget, one can add the National Social Security Fund to the list.

The fragmented approach to social protection presents both governance and coordination
challenges. For the state, this approach hinders a comprehensive and organized management
of social protection initiatives, creating issues such as overlapping beneficiaries and siloed
reforms. This is in recognition of the fact that some of these social protection programs appear
to fall outside of the ambit of the National Social Protection policy. For the citizen,
fragmentation creates multiple accountability fronts - where participation in the budgeting for
and follow-up on social protection initiatives by members of the public must occur with state
actors in multiple sectors, demanding a multi-pronged advocacy approach. The fragmentation
of accountability remains particularly concerning from a service delivery perspective, as the
beneficiaries of social protection services may need to engage with multiple duty bearers to
express their priorities and feedback with regards to public services.

e Transparency challenges persist.

Transparency and accountability remains a key challenge to social protection budgeting in
Kenya. The gaps in both financial and non-financial information on social protection programs in
national government budget documents hinders a complete and effective assessment of the
financing of social protection, the performance of social protection spending, and the ultimate
impact of this spending on a year-to-year basis. Notably, there is considerably more
transparency in social assistance programmes than that of social health insurance and social
security initiatives.™

With regards to financial information, it is good practice for budget documents to disclose
approved allocations, actual expenditures, sources of funding of social protection programmes.
In the case of contributory schemes, data on contributions should be availed. Moreover, it is
pertinent that the national government provide clear and adequate explanations for expendi-
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-ture performance trends from year-to-year.

Non-financial performance social protection programs remains the least transparent in national
government budget documents. Limited information provided on service delivery targets of
social protection programmes makes difficult an assessment of the true size and coverage
social protection in Kenya. Moreover, the lack of information on actual beneficiaries of social
protection programmes over the years hinders comparative assessments of the impact social
protection spending against the potential service delivery demand. In order for the public to
track and quantify the implementation of social protection programs, there is a need for more
comprehensive data collection by the state and inclusion of this data in budget documents.

o Lack of Adequate Opportunities for Public Participation

The principle of public participation in Kenya finds its basis in a number of legal instruments
including the Constitution of 2010 and the public finance management act of 2012. However, the
architecture of Kenya's budget cycle has typically emphasized public participation at specific
stages of the budget cycle relative to others. In practice, more public participation
opportunities tend to be extended by state agencies in the formulation stage relative to the
implementation stage of the budget cycle. This often means that the public are more involved in
the process of setting of priorities and allocations for the year than the process of
implementation and follow-up of service delivery within the year.

The formulation and implementation stage are equally crucial platforms for the planning and
delivery of social protection programs in Kenya. Where budgets are not implemented as
formulated, services are often not delivered as planned, necessitating mechanisms through
which the public can actively hold their governments to account within the budget year. The
quarterly budget implementation reports published by the Controller of Budget are a key
enabler to this, providing the public with information on quarterly budget performance of
national government social protection programmes. However, the public must equally be
provided with opportunities to act on this information, and follow up with the relevant
ministries, departments, or agencies on the implementation of their budgets, and ultimately the
delivery of social protection programmes.
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ANNEX I: Laws, Regulations and Policies on Social Protection in Kenya

Typeof Law  Sector Law Policy
Health Act of 2017
. . The Kenya Health Policy
Health National Hospital Insurance Fund Act of 1998 (2014-2030)
gezt?:ic National School Meals
P Education Education Act of 1980 and Nutrition Strategy
2017-2022
Social . . National Social
Protection SIS S e Protection Policy of 2011
General Public Finance Management Act of 2012
National Social Security Fund Act of 2013
The National Social Security Fund (Member
Social Security Contributions) Regulations, 2014
Retirement Benefits Act of 1997
The Pension Act of 1986
. . , The National Children
Children Children’s Act of 2022 Policy Kenya of 2010
Employment Act of 2007
IR LS The Occupational Safety and Health Act of 2007
Vulnerability-
focused
. R National Policy For
PWDS The Persons with Disability Act 2003 Persons With Disabilities
The National Policy on
Youth Youth of 2006)
National Gender and
Women Development Policy
(2019)
Elderl National Policy on Older
Y Persons and Aging (2009)
The Public Finance Management (Affirmative Action
Social Development Fund) Regulations, (2015)
. . . Public Finance Management (National Government
e Affirmative Action Fund) Regulations (2016)
Public Government Financial Management (Women
Finance Enterprise Fund) Regulations, 2007
Related
National Policy for the
ASAL The National Drought Management Authority Act Of Sustainable
2016 Development of Arid and
Semi-Arid Lands (2007)
Localit Constituencies Development Fund Act 2015
Based y Constituencies The National Government Constituencies
Development Fund Regulations, 2016
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