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Objectives of the study

& The main objective of this study: Is te explore the introduction
ofi a nen-contributory secial pension that provides henefits to
all persens Who attain a speciific retirement age.

& [he study analyzes:

(N Fherpeverty situation amonga|the elderly i Kenya f[ion the
\VIEW. PoIND O INtredUEING| 2 pro=poer: PENSIeN SYSten.

(IHREnetmpacteireloely PENSIGNS ORI tHE NatIGHEIPBVENL/ aS
Welll as peverty anmonolchndren:

(IFAltemaunve: peverty simulaienswith different: Cosis of:
PENSIGN SY/SIEN.




Why do we need a non-contributory pension for
elderly in Kenya?

¢ [ne current pension system covers only 3% ofi the elderly
population.

¢ [ne current system provides henefitsimainly’ to the better
educated and RIGRErR INcemE.

& [he incidence ofi poverty among elderly s nigh.
¢ A large propoertion of elderly have noe pretectionat old age:

9 DUue o HINV/AIDSIepIcemic; eldery aretaking greater
iEspensIkIn e caIng granc children:

9 Auniversal pensienwilieduce peverly among chnlarentas
welll:

o Elderlyssuftersiiommighincioence o SICKNESSana ack
IESOUICES 10 eI EaUMENIWAEAISICK:




Data Source

& Mainisources of data used fior the study include \Welfare
Moenitoring Surveys (WMS) fior 1994 and 1997.

o Altheugh inithis study, the resulis ane presented using the two
SUIVeys, Strict Comparisens; may. net e pessible hecause of:
Changes In survey: metinoedolegies:

o | tnisipresentauen; Weswilisecusionly e empiicalresulis
fremNVIVIS 19972




Where are the elderly?




Poverty among elderly and children




Costing of alternative benefit levels




Impact of pensions on poverty




Cost efficiency of pensions




Poverty Simulation

& GIving pensions te elderly affects welfane of elderly and other
members of househoelds living with'elderly.

+ |n the poverty simulation appreach It Is assumed that pensions
givenite elderly are peoled withim families and distikuted te
EACH MEMIEN SO thal eVER/ MemBbER Enjoys the same levellof
Welifare:

9 A shiericominaleitaisisimulaenis thatii- e ees nei iakennio
ACCOUNMINtEE=NEUSERGIGNREGUIAIRRVEfiare:




Some concluding remarks

There are four basic questions regarding the feasibility and
outcomes of a social pensions system:

() Number of pension beneficiaries

(i) Benefit levels

(i) Impact on poverty

(iv) Disincentives caused by social pensions

In this study, we did not deal with issues related to (iv).
Since elderly are generally unable to work, we believe that
the disincentive impact may not be significant.

We have also not considered the administrative costs
Involved in implementing the program.

Since we do not suggest means-tested pension scheme,
the administrative costs of identifying beneficiaries are
likely to be very small.




Some concluding remarks
(continued)

* Brazil, Namibia and South Africa spend 1%, 2% and 1.4% of
GDP on old pensions, respectively.

e Given income level, Kenya or any other Sub-Saharan African
countries cannot afford more than 1% of GDP.

» Our study shows that targeting elderly 60 years and older with a
benefit level of 20% of per capita GDP will cost 0.98% of GDP.

e Our simulation results show that even with this modest benefit
level, the poverty incidence will be reduced by about 18% among
the elderly.

* |n addition, this would reduce overall national poverty by 2.36%.




Some concluding remarks
(continued)

¢ The Impact on poverty reduction Is stronger on
the poverty gap ratio & severity of poverty.

TThis suggests that the pension system benefits
the ultra-peor mere than the pPoor.

RaisIing the henefit levelhwillachieve: greater
reduction i peverty, but efficiency measured by,
the change I peVverty reduction PEer Unit cost
ey decline:

¢ [hereloere, the study, recommends that targeting
eldery/ 6oNEears ancielderwWithra BERElitievel
eguaitter 206 el PER capltar GDP e aeasible
PERSIGR Sy/Stem e Kenya.




