Exploring Kenya’s Inequality

4.Expenditure and poverty

3.1 Consumption expenditure

Household welfare is highly correlated with income. Household incomes are not easy to measure, because they
are not always a true reflection of actual incomes, but household consumption expenditure is usually a reliable
indicator. Individual expenditures have historically been shown to be correlated with income level. Household sur-
veys have therefore traditionally captured data on expenditures as a proxy for estimating incomes. Consumption
expenditure on a determined food basket is used to estimate the poverty line.

Household consumption expenditure in table 3.1 reveals inequalities both nationally and across rural and urban
areas. For purposes of analyzing inequality, we divide the population into quintiles, each representing 20 percent
of all the households in Kenya, from the lowest to highest expenditures. The consumption expenditure share of
the fifth quintile with the highest expenditures of KSh7,200 or above is 3.6 times more than that of the first quintile
with expenditures of KSh 1,440 or below.

The disparities in consumption expenditure are more pronounced in urban areas with expenditures in the fifth
quintile being 121 times more than the first quintile. Rural areas have minimal differences. However, when we look
at the population that is in each decile across areas, there are big disparities between rural and urban areas; 44.6
percent of the total rural population is in the first quintile, while only 2.6 percent of urban population is in the first
quintile. This is in comparison to the fifth decile with populations of 1.5 percent and 34.1 percent in rural and urban
areas, respectively. This shows that there are large income differentials between urban and rural areas.

When we separate the rural and urban areas and look at inequality within each, we see that it is not all that differ-
ent as illustrated in table 3.2. In rural areas, the ratio of the top quintile to the bottom quintile is 6.4 while that of
urban areas is 6.6.

Inequalities in consumption expenditure are pronounced across counties (see table 3.1). Nairobi, Mombasa and
Kiambu counties display significant differences with the 5th quintile spending more than the first by 691 times
in Nairobi, 75 in Mombasa and 20 Kiambu. These three counties show a skewed distribution of expenditures
compared to the other seven top ranked counties. In eight of the bottom 10 counties at least 50 percent of their
population is in the bottom 1st quintile with expenditures of KSh 1,440 or below compared to only 0.6 percent of
the population in Nairobi County.
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Table 3.2: Average rural and urban consumption expenditure deciles

RURAL HOUSEHOLDS
Quintile Expenditure share % of Households % of Population
Ksh. 0-1245 6.5 20 30.5
Ksh. 1246-1583 9.8 20 234
Ksh. 1584-3133 17.0 20 19.3
Ksh. 3134-4199 249 20 15.6
Ksh. 4200 + 41.7 20 1.1
Total/Number 100 5,239,316 25,843,775
URBAN HOUSEHOLDS
Quintile Expenditure share % Households % of Population
Ksh. 0-2433 5.9 20 30.2
Ksh. 3434-3163 10.7 20 22.7
Ksh. 3164-6848 19.0 20 19.3
Ksh. 6849-9521 25.0 20 15.8
Ksh. 9252-11683 39.2 20 12.0
Total/Number 100 3,230,559 11,721,814

3.2 Poverty line

Poverty in this report is measured using estimated consumption expenditures. The poverty line is a threshold be-
low which people are deemed poor. In 2005/06, the poverty line was estimated at KSh 1,562 and KSh 2,913 per
adult equivalent per month for rural and urban households respectively. Nationally, 45.2 percent of the population
lives below the poverty line (2009 estimates), down from 46 percent in 2005/06.

At county level, there are significant inequalities in poverty. The proportion of individuals below the poverty line in
Turkana (87.5 percent), Mandera (85.8 percent) and Wajir (84.2 percent) is four times that of Nairobi, which has
the lowest poverty at 21.8 percent (see table 3.3), and almost double that of Laikipia (47.9 percent), the median
county. The national inequalities in poverty across counties are depicted in figure 3.1, where the incidence of pov-
erty is higher in the northern and coastal parts of the country and significantly lower in others especially in Nairobi
and the central parts of the country.

These differences are more pronounced at constituency level (see table 3.3) whereby the proportion of the pop-
ulation below the poverty line in the poorest constituency (Turkana East) with 93.1 percent of its population living
below the poverty line is nine times greater than the least poor constituency (Embakasi West) where only 10.3
percent of the population live below the poverty line. In total, 25 counties and 148 constituencies have more than
45.2% of their populations below the national poverty line.
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Figure 3.1: Proportion of population below poverty line (headcount index) by county
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Table 3.3: Counties ranking by poverty indicators

Pulling Apart or Pooling Together?

ana ana
0.404 | River 46.1 0.993 | River 30.8 0.798
0.581 | Kwale 41.8 0.632 | Kwale 28.8 0.505
0.797 | Mandera 324 0.456 | Kilifi 20.8 0.396
0.934 | Wajir 31.9 0.676 | Wajir 1553 0.467
1.245 | Kilifi 314 0.513 | Mandera 15.2 0.296
0.868 | Turkana 29.0 0.421 | Turkana 11.4 0.255
0.754 | Marsabit 22.9 0.593 | Lamu 9.6 1.072
0.741 | Isiolo 19.0 0.636 | Marsabit 8.8 0.308
1.421 | Garissa 18.7 0.621 | Garissa 8.0 0.395
Taita-
0.457 | Samburu 17.4 0.431 | Taveta 7.2 0.347
0.823 | Laikipia 10.5 0.279 | Baringo 3.3 0.097
0.363 | Siaya 7.6 0.122 | Kiambu 2.1 0.076
0.354 | Nandi 7.5 0.116 | Nyeri 2.0 0.043
Trans-
0.312 | Narok 71 0.188 | Nzoia 2.0 0.039
0.299 | Nyeri 6.2 0.095 | Nandi 2.0 0.040
2.005 | Nakuru 6.1 0.093 | Kirinyaga 1.8 0.115
0.377 | Meru 6.0 0.098 | Narok 1.7 0.067
Uasin-
0.311 | Gishu 6.0 0.095 | Meru 1.6 0.033
0.566 | Kiambu 5.9 0.128 | Nakuru 1.6 0.039
Uasin-
0.288 | Kirinyaga 5.7 0.233 | Gishu 1.5 0.033
0.203 | Nairobi 4.1 0.059 | Nairobi 1.2 0.026
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Table 3.4: Constituencies ranking by poverty indicators

Magarini Kinango

0.685 | Kinango 54.4 1.085 | Magarini 37.9 0.837

0.661 | Ganze 494 1.245 | Lunga Lunga 33.8 0.964

0.758 | Lunga Lunga 48.7 1.153 | Ganze 33.6 1.018

2.208 | Garsen 46.8 1.678 | Bura 311 1.401

1.103 | Bura 46.3 1.770 | Garsen 31.0 1.318

0.906 | Galole 447 1.801 | Galole 30.0 1.489
Mandera

1.350 | South 36.0 0.756 | Matuga 19.8 0.933

1.781 | Wajir North 35.7 1.345 | Malindi 18.9 0.986

2.003 | Tarbaj 34.5 2.119 | Kilifi North 18.8 0.759

1.550 | Kitui Central 10.2 0.309 | Kitui Rural 3.2 0.126

0.617 | Kapseret 3.5 0.120 | Kapseret 0.8 0.036
Nakuru Town

0.433 | East 3.1 0.133 | Starehe 0.8 0.057
Nakuru Town

0.472 | West 3.1 0.136 | Kamukunji 0.7 0.056

Nakuru Town

0.882 | Starehe 2.8 0.182 | East 0.7 0.039
Embakasi Nakuru Town

0.859 | East 2.7 0.153 | West 0.7 0.043

0.799 | Kamukunji 2.6 0.159 | Embakasi East 0.7 0.045

0.654 | Kajiado North 2.6 0.095 | Kajiado North 0.6 0.027

0.555 | Makadara 1.8 0.114 | Makadara 0.5 0.036
Embakasi Embakasi

0.497 | Central 1.6 0.096 | Central 0.4 0.029
Embakasi Embakasi

0.505 | West 1.6 0.109 | West 0.4 0.035
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3.3 Poverty gap

The poverty gap provides an indicator of the depth of poverty. It is therefore an important indicator for fiscal de-
centralisation because it can be used to estimate the resources required in order to bring the population above
the poverty line. The poverty gap is expressed as the mean of the ratio of expenditure shortfalls to the poverty over
all the households in a given area expressed as a percentage. Poverty gap as a percentage of the poverty line in
Kenya is at 12.2 percent. The poverty gap is lowest in counties around the centre of the country and parts of the
southeast (see figure 3.2). It is highest in Tana River, Kwale and Mandera Counties at 46.1 percent, 41.8 percent
and 32.4 percent, respectively (see table 3.3). These huge disparities in the poverty gap illustrate the variation in
the extent of county requirements to pull the population out of poverty.
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Figure 3.2: Poverty gap as a percentage of poverty line
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Pulling Apart or Pooling Together?

3.4 Gini coefficient

The Gini coefficient is a commonly used measure of inequality in incomes among populations. It varies between
‘0’ reflecting complete equality and ‘1’ indicating complete inequality. The Gini coefficient is based on the Lorenz
curve which compares income across the entire population of an area. It is a useful measure because it incorpo-
rates all of the information available from a particular area.

The Gini coefficient of inequality, using consumption expenditures per capita, is presented in table 3.5. The
national Gini coefficient is estimated at 0.445. This reflects a high level of inequality. When we look at the Gini
coefficient within rural areas, it is 0.361. In urban areas, it is 0.368. Thus while inequality in urban areas appear
similar to that of rural areas, rural areas have a disproportionately higher population at 68.8 percent (compared to
31.2 percent in urban areas) but control only 45.4 percent of the consumption expenditure. Once we bring them
together, however, the inequality levels jump. The leap in national Gini coefficient is due to income gaps between
rural and urban areas. A decrease in the income gap between urban and rural areas is therefore a necessary con-
dition to reduce the national Gini coefficient. This is highlighted in the consumption expenditure patterns of rural
and urban areas that reflect the prevailing income gaps between the populations in the two areas. As illustrated
in table 3.5, household expenditure in Kenya averages KSh 3,440 per adult equivalent'. In rural areas, household
expenditure per adult equilvalent per month is KSh 2,270 and in urban areas it is KSh 6,010.

The Lorenz curve in figure 3.3 compares inequality between rural and urban areas. Rural areas show slightly
higher levels of inequality than urban areas in counties. This can be explained by the weight of counties with high
differences in inequality between their urban and rural areas.
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Figure 3.3: The Lorenz Curve

Counties with the highest income inequalities are Tana River, Kwale and Kilifi with Gini coefficients of 0.617, 0.597
and 0.565 respectively (Table 3.5). These are situated along the coastal area of the country as seen in figure 3.4.
The most equal counties are Turkana, Narok, and West Pokot with Gini coefficients of 0.283, 0.315, and 0.318,
respectively. This data shows that high poverty is not equivalent to high inequality, as the most equal counties,
such as Turkana, are also among the poorest.

This is basically the idea that every person needs different levels of consumption because of their age, gender, height, weight etc and
therefore we take this into acount to create an adult equivalent based on the average needs of the different populations

4
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Figure 3.4: Gini coefficient by county
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Annex Table 3: Consumption expenditure shares by quintiles at county level

Kenya 08 136 17.8 23.1 357 | 100 LRl
Rural 211 17.0 295 26.2 62 | 100 SRR
Urban 05 108 8.0 205 603 | 100 3,230,559
Nairobi 041 6.2 66 179 691 | 100 968,202
Nyandarua 10.1 124 231 208 246 | 100 140,685
Nyer 56 96 208 36.2 279 | 100 199,439
Kirinyaga 59 9.0 222 387 241 | 100 152,601
Muranga 8.6 115 26 36.8 186 | 100 252,171
Kiambu 22 76 1.1 3.2 440 | 100 456,106
Mombasa 0.8 10.8 8.0 201 60.3 100 265,912
Kwale 18.1 109 153 223 334 | 100 119,288
Kilf 1.1 99 147 22 21 | 100 190,439
Tana River 21.2 5.8 10.1 235 394 | 100 45,201
Lamu 5.0 79 140 276 456 | 100 21,026
Taita-Taveta 145 138 19.9 271 248 | 100 70,274
Marsabit 29 300 118 14 138 | 100 56,536
Isiolo 110 2.3 13.0 173 24 | 100 31,167
Meru 96 173 281 286 164 | 100 318,776
Tharaka Nith 108 15.1 213 273 254 | 100 88,404
Embu 94 128 241 308 29 | 100 129,629
Kiti 24.0 17.2 233 28 126 | 100 198,933
Machakos 6.0 156 15.9 267 357 | 100 261,791
Makueni 24.9 185 2%7 205 14 | 100 186,047
Garissa 16.4 185 210 19.0 251 | 100 62,773
Wajir 524 29 13.9 57 31| 100 60,602
Mandera 483 287 110 69 51| 100 109,602
Siaya 107 16.2 241 182 309 | 100 195,367
Kisumu 49 143 12.1 16.9 519 | 100 221,792
~—
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603 | Homa Bay 14.6 18.9 21.3 15.9 29.2 100 203,139
604 | Migori 10.8 15.8 16.7 15.6 411 100 166,410
605 | Kisii 15.0 18.7 217 16.2 284 100 236,416
606 | Nyamira 17.1 19.1 25.3 17.1 21.3 100 127,704
701 Turkana 57.0 25.5 5.9 5.7 5.9 100 106,004
702 | West Pokot 33.0 24.0 23.8 13.0 6.2 100 78,428
703 | Samburu 33.3 26.2 18.5 10.9 1.1 100 45,353
704 | Trans-Nzoia 1.9 18.1 28.3 23.0 18.7 100 166,549
705 | Baringo 20.3 18.1 276 21.9 12.0 100 107,094
706 | Uasin-Gishu 5.6 15.1 234 26.0 29.9 100 197,981
Elgeyo-
707 | Marakwet 19.4 20.0 27.5 21.3 1.7 100 75,717
708 | Nandi 12.6 171 30.6 26.1 135 100 150,418
709 | Laikipia 14.7 19.2 25.8 24.0 16.2 100 96,996
710 | Nakuru 5.0 14.1 20.0 27.5 33.5 100 401,448
Al Narok 15.5 21.9 34.3 19.6 8.7 100 163,721
712 | Kajiado 7.0 14.3 17.6 26.9 34.2 100 170,063
713 | Kericho 8.8 16.6 245 25.5 24.7 100 154,087
714 | Bomet 19.7 214 29.0 20.0 10.0 100 141,164
801 Kakamega 16.0 16.5 252 246 17.8 100 349,619
802 | Vihiga 79 13.5 20.5 28.1 30.0 100 120,398
803 | Bungoma 13.7 141 21.8 244 26.0 100 260,546
804 | Busia 215 156.3 20.0 17.9 254 100 147,857

g
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Annex Table 5: Gini coefficient by county and constituency

Population share Mean Consumption share Gini
1 3,440 1 0.445
0.688 2,270 0.454 0.361
0.312 6,010 0.546 0.368
0.005 7,600 0.0102 0.387
0.005 7,030 0.0097 0.371
0.005 6,990 0.0097 0.310
0.005 9,250 0.0126 0.349
0.005 6,500 0.0101 0.384
0.005 6,510 0.0090 0.332
0.005 7,010 0.0092 0.328
0.005 5,630 0.0084 0.343
0.005 6,580 0.0102 0.329
0.005 6,070 0.0085 0.296
0.005 7,860 0.0116 0.278
0.004 8,850 0.0110 0.339
0.004 8,060 0.0098 0.276
0.005 8,190 0.0116 0.309
0.005 7,880 0.0122 0.299
0.004 8,400 0.0104 0.335
0.005 5,310 0.0079 0.355
0.005 2,950 0.0043 0.377
0.003 2,470 0.0018 0.351
0.003 4,140 0.0036 0.414
0.003 3,310 0.0024 0.383
0.002 3,560 0.0025 0.379
0.002 3,140 0.0019 0.303
0.005 3,570 0.0048 0.351
0.004 3,420 0.0039 0.314
0.002 3,320 0.0022 0.337
0.002 2,990 0.0019 0.343
0.003 6,410 0.0055 0.325
0.005 3,760 0.0055 0.375
0.003 3,330 0.0032 0.294
0.003 3,690 0.0028 0.355
0.003 4,210 0.0036 0.361
0.002 3,300 0.0020 0.320
0.002 3,220 0.0022 0.319
0.005 3,400 0.0047 0.370
0.003 2,990 0.0029 0.346
0.004 3,860 0.0045 0.393
0.004 3,200 0.0039 0.360
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Pulling Apart or Pooling Together?

3,150 0.0040 0.348
3,430 0.0030 0.325
3,050 0.0024 0.327
5,820 0.0053 0.308
5,690 0.0070 0.332
5,990 0.0092 0.266
4,070 0.0046 0.299
5,750 0.0048 0.310
6,000 0.0067 0.305
6,280 0.0068 0.267
5,750 0.0055 0.299
4,410 0.0044 0.365
3,140 0.0030 0.322
5,720 0.0058 0.357
6,040 0.0054 0.367
5,530 0.0081 0.394
5,770 0.0082 0.356
5,920 0.0075 0.364
5,850 0.0062 0.343
4,040 0.0041 0.532
1,270 0.0015 0.544
2,330 0.0027 0.501
1,210 0.0019 0.575
3,250 0.0051 0.550
3,750 0.0049 0.437
2,750 0.0033 0.539
2,910 0.0022 0.415
1,190 0.0013 0.523
4,510 0.0056 0.540
1,450 0.0019 0.608
2,010 0.004 0.617
1,810 0.0014 0.608
2,280 0.0011 0.622
2,040 0.0013 0.616
2,870 0.0004 0.332
4,490 0.0028 0479
2,850 0.006 0.437
2,780 0.0014 0.466
2,470 0.0011 0.379
2,610 0.0014 0.399
3,360 0.0022 0.450
2,050 0.0016 0.379
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1,330 0.0008 0.214
2,900 0.0010 0.444
1,430 0.0007 0.252
3,440 0.0039 0.421
1,620 0.0005 0.311
3,080 0.0032 0.373
2,760 0.0041 0.308
2,320 0.0028 0.337
2,980 0.0031 0.289
2,600 0.0032 0.322
4,760 0.0053 0.384
3,340 0.0035 0.345
2,730 0.0024 0.278
3,160 0.0043 0.320
4,060 0.0033 0.368
3,800 0.0037 0.365
1,970 0.0020 0.341
4,590 0.0054 0.366
3,430 0.0038 0.309
2,450 0.0024 0.351
2,300 0.0016 0.376
1,430 0.0015 0.317
2,550 0.0022 0.322
1,620 0.0015 0.319
3,230 0.0025 0.311
2,230 0.0018 0.323
3,880 0.0038 0.388
1,980 0.0019 0.377
1,630 0.0021 0.308
1,960 0.0019 0.332
3,020 0.0034 0.411
4,380 0.0032 0.342
4,510 0.0043 0.364
2,930 0.0024 0.307
6,600 0.0070 0.295
4,740 0.0072 0.362
2,540 0.0032 0.341
2,240 0.0032 0.331
2,590 0.0017 0.346
2,470 0.0023 0.331
2,140 0.0032 0.399
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Pulling Apart or Pooling Together?

2,240 0.0028 0.416
1,670 0.0017 0.353
5,030 0.0041 0.368
1,580 0.0008 0.335
1,620 0.0010 0.332
2,010 0.0008 0.349
2,010 0.0005 0.339
2,090 0.0015 0.355
1,130 0.0011 0.289
2,120 0.0007 0.411
1,140 0.0009 0.277
1,280 0.0009 0.290
1,160 0.0007 0.265
1,560 0.0012 0.335
1,280 0.0015 0.277
1,140 0.0014 0.241
1,370 0.0017 0.321
1,220 0.0021 0.286
2,660 0.0020 0.403
1,220 0.0013 0.279
2,780 0.0023 0.378
3,050 0.0022 0.402
3,320 0.0048 0434
2,620 0.0032 0.371
4,010 0.0048 0414
3,040 0.0031 0.358
5,870 0.0068 0.387
4,600 0.0045 0.429
6,970 0.0088 0.269
2,460 0.0019 0.340
3,450 0.0037 0410
3,450 0.0038 0.427
2,680 0.0027 0.386
3,580 0.0031 0.444
2,310 0.0019 0.356
2,600 0.0032 0.359
2,340 0.0018 0.339
4,670 0.0034 0473
2,200 0.0029 0.327
3,280 0.0028 0.439
2,600 0.0021 0.419
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5,180 0.0040 0.417
5,960 0.0050 0.424
3,350 0.0025 0475
3,510 0.0025 0.490
2,240 0.0020 0.348
2,940 0.0033 0416
2,810 0.0037 0.445
2,020 0.0013 0.336
3,260 0.0029 0.377
2,330 0.0029 0.350
2,320 0.0019 0.397
2,210 0.0032 0.348
2,500 0.0018 0.400
3,410 0.0032 0.370
3,410 0.0034 0.462
1,870 0.0015 0.313
4,490 0.0044 0475
2,550 0.0039 0.386
3,160 0.0039 0.425
2,190 0.0021 0.325
2,550 0.0023 0.393
1,150 0.0013 0173
1,550 0.0022 0.331
2,000 0.0020 0.373
1,110 0.0010 0.185
1,210 0.0013 0.211
1,150 0.0008 0.169
2,550 0.0027 0.360
1,690 0.0011 0.265
1,410 0.0014 0.246
1,830 0.0019 0.273
2,010 0.0013 0.344
1,740 0.0011 0.276
2,070 0.0009 0.376
2,740 0.0035 0.342
2,220 0.0016 0.292
4,120 0.0055 0.394
2,930 0.0043 0.343
2,320 0.0035 0.291
1,610 0.0017 0.234
1,970 0.0014 0.313
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Pulling Apart or Pooling Together?

3,040 0.0019 0.379
2,330 0.0015 0.340
2,540 0.0012 0.329
3,460 0.0028 0.335
2,580 0.0032 0.324
4,220 0.0067 0.370
3,670 0.0043 0.365
3,420 0.0027 0.335
5,060 0.0051 0.352
3,190 0.0030 0.338
2,420 0.007 0.358
1,820 0.0011 0.302
2,030 0.0017 0.310
4,090 0.0023 0.339
2,140 0.0018 0.310
1,970 0.0015 0.300
2,320 0.0027 0.291
2,950 0.0024 0.341
3,490 0.0034 0.340
3,730 0.0037 0.347
2,380 0.0024 0.293
2,750 0.0042 0.375
3,300 0.0028 0.339
1,840 0.0011 0.305
4,360 0.0041 0.343
2,770 0.0039 0.308
4,960 0.0085 0.363
3,310 0.0036 0.312
2,290 0.0020 0.305
2,480 0.0024 0.307
2,510 0.0018 0.309
2,840 0.0028 0.322
3,670 0.0040 0.313
6,580 0.0075 0.295
6,240 0.0073 0.295
2,460 0.0034 0.320
2,040 0.0015 0.263
3,280 0.0044 0.327
2,580 0.0017 0.308
2,260 0.0032 0.287
2,230 0.0023 0.285
5,990 0.0089 0.317
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2,400 0.0019 0.302
4,390 0.0045 0.375
2,290 0.0020 0.331
2,330 0.0024 0.313
4,090 0.0034 0410
2,620 0.0020 0.328
4,610 0.0049 0.379
2,500 0.0032 0.320
3,560 0.0035 0.322
2,320 0.0019 0.298
2,270 0.0029 0.327
2,090 0.0026 0.312
2,360 0.0023 0.337
2,960 0.0029 0.367
2,430 0.0027 0.318
2,350 0.0030 0.356
2,320 0.0022 0.353
2,310 0.0036 0.336
5,420 0.0065 0.449
2,210 0.0024 0.328
3,860 0.0033 0.374
2,700 0.0021 0.351
2,500 0.0028 0.353
2,370 0.0026 0.351
1,960 0.0016 0.329
2,180 0.0027 0.347
2,210 0.0018 0.351
4,080 0.0029 0.358
5,450 0.0054 0.353
2,380 0.0027 0.370
3,570 0.0026 0.350
2,320 0.0016 0.338
2,310 0.0031 0.397
2,150 0.0017 0.336
2,230 0.0024 0.331
2,300 0.0032 0.342
3,090 0.0054 0.408
4,560 0.0036 0.528
2,720 0.0027 0.396
5,990 0.0061 0.376
2,670 0.0039 0.389
2,380 0.0021 0.364
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Pulling Apart or Pooling Together?

0.004 4,300 0.0045 0.638
0.003 2,100 0.0015 0.355
0.003 2,460 0.0021 0.375
0.003 1,840 0.0017 0.337
0.002 2,130 0.0015 0.398
0.002 2,020 0.0010 0.368




