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2013 was a year of mixed fortunes for Kenya and FSD Kenya. Following 
a peaceful election, a new government was formed at the beginning 
of the year and there were signs that economic growth was finally 
getting back on track. However terrorism and rising insecurity cast a 
long shadow over the year. The attack on the Westgate shopping centre 
in Nairobi shocked the nation and the whole world. Tragically, FSD 
Kenya lost a member of its own team, Ravi Ramrattan. A brilliant young 
economist, Ravi had contributed enormously to our work in the two 
years in which he had been with us. We continue to miss him.

Kenya’s new constitution places a strong emphasis on rights and 
accountability. There is a growing understanding of the need for 
organisations, whether commercial or otherwise, to be accountable 
to its stakeholders. This is especially important in the financial system 
which plays such a pivotal role in the economy and society. FSD seeks 
to help influence the development of financial markets in a way which 
benefits the livelihoods of poor Kenyans. This report presents an 
overview of the work we’ve been involved with during the year. Our 
approach is not based on seeking ‘quick fixes’ to financial exclusion 
problems but finding  ways to support the evolution of market solutions 
to the needs of lower-income Kenyans and under-served growth 
businesses. We remain unrepentantly ambitious: we want to help make 
financial markets work for the poor.  

The indicators we have suggest that Kenya continues to make strong 
progress in improving financial inclusion. Although we don’t have new 
results for the year from the FinAccess survey on financial inclusion1, 
the signs of continued market dynamism remain strong. The growth 
in usage of the M-Shwari banking product through the year was 
unprecedented in the history of Kenya’s financial system. Within a year 
more than five million people had signed up for this combined savings 
and loan service, accessed through Safaricom’s M-Pesa system. This 
confirms two important propositions: first, that relevant, accessible 
financial solutions will find ready demand and second, that technology 
will play an increasingly important role in delivering financial inclusion.

FSD’s work is increasingly aligned around the use of digital financial 
services. Our support for a vision of a ‘cash-lite’ Kenyan economy is 
premised on the ubiquitous adoption of digital technology. Achieving 
depth as well as breadth in financial inclusion is dependent on reducing 

DIRECTOR’S NOTE
the end-to-end transaction costs of financial services. These include not 
simply the prices faced by consumers, reflecting the cost of delivery on 
the part of providers, but also how much it costs to reach a service point.  
Being able to access services remotely through mobile phones, tablets 
or computers has clear advantages here. Reducing the costs associated 
with converting digital forms of money to and from cash is a vital part 
of the equation.

We have progressively re-organised our project portfolio and team 
to reflect a focus on innovation and the creation of a supporting 
framework. As a result we now have fewer, larger and more strategically 
focussed projects. The emphasis of our support has also progressively 
shifted away from direct funding to technical support and knowledge 
generation. This is reflected in a growing team of professionals with 
specialist skills necessary to support our partners.  

The results remain encouraging. A recent, independent review of FSD’s 
work concluded that:  “the overarching objectives set for the programme 
have largely been met. The extension of financial services improved 
the livelihoods of beneficiaries targeted by the programme through 
increasing their access and usage of financial products and improving 
their quality of life.” With respect to the value for money presented to 
FSD’s funders it was noted that the “overall results of the assessment are 
very positive with there being no major concerns and the programme 
representing high value for money”.   

Nevertheless the scale of the challenge we face means that we will 
need to do more and better in future. In presenting this overview of 
our work in 2013, our aim is not simply to help explain what we are 
doing but to encourage others to help us in improving what we do.  Our 
work is entirely based on partnerships and we are constantly seeking 
to expand our range of partners. As always we welcome feedback on 
what we are currently doing and fresh ideas on what else we should be 
doing in the future.

David Ferrand  
Director

1     The last FinAccess Retail survey was undertaken at the beginning of 2013 and the next is not scheduled  

       until 2015.
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The conceptual underpinning of FSD’s work derives from the “making 
markets work for the poor” (M4P) approach, which has emerged over 
the last ten years as an increasingly influential development paradigm. 
It provided the original impetus for the establishment of FSD Kenya and 
has guided its activities over the last nine years. 

M4P has been defined as “an approach to developing market systems 
that benefit poor people, offering them the capacities and opportunities 
to enhance their lives. Building on a detailed understanding of market 
systems and a clear vision of the future, M4P allows agencies to 
address identified systemic constraints and bring about large-scale and 
sustainable change.”  This approach provides FSD with both its basic 
rationale and modus operandi.

Market development requires addressing challenges at three levels: 

 � At the macro level, government policy, legislation, regulation 
and supervision set the basic framework within which financial 
services providers operate. An effective and enabling environment 
reduces the costs and risks of doing business and encourages 
innovation. 

FSD’S APPROACH

 � At the other end of the spectrum, at the micro level, it is retail 
providers who actually deliver services. Developing practical 
know-how among providers as diverse as commercial banks 
and community-based associations is at the heart of market 
development.  

 � Between these two levels, at the meso level, are other services on 
which retail providers depend. Building the capacity and know-
how among relevant service providers such as credit reference, 
audit, training, and research can enhance market development.

 

Figure 1: The structure of financial markets

“M4P is an approach to developing 
market systems that benefit poor 

people, offering them the capacities and 
opportunities to enhance their lives.” 
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FSD’s immediate objective has however changed over time to recognise 
the need for a greater focus on the demand-side. If we are to impact on 
our goal it is not enough for people or business to simply have access 
to financial services but we also need to look at how these services 
are used.  Accordingly our current objective is: Increased use of a broad 
range of quality financial services provided by a stable and competitive 
financial system in a way which benefits the livelihoods of under-served 
lower income groups.

ACCESS SCENARIOS 2020 

FSD’s strategy is based on analysis of what the future could look like. We 
looked at the various ways in which the financial sector could evolve by 
considering three potential scenarios:

a. Equilibrium - domination of the low value retail space by a single 
player;

b. Integration - technology driven integration of formal and informal 
systems; and,

c. Take off - towards a “cash lite” scenario by using a demand pull 
from government payments and effective regulation to ensure 
that competition drives down the cost of electronic money. Our 
efforts are focused on helping achieve the “take-off” scenario. 

Kenya’s financial markets are clearly undergoing rapid and far reaching 
changes which open up real prospects for a significant further increase 
in financial access. This could lead to very considerable impacts on 
the livelihoods of the poor. The market dynamism we see creates 
opportunities for much greater leverage in what we do.  FSD’s current 
strategy, covering a five-year period from 2011 to 2015, specifically 
seeks to respond to the potential to harness emerging digital technology 
as a way to advance financial inclusion. 

FSD GOAL AND OBJECTIVE

FSD’s long-term goal, unchanged since inception, remains: To generate 
sustainable improvements in the livelihoods of lower-income households 
through reduced vulnerability to shocks, increased incomes and 
employment.

FSD’S STRATEGY

FSD’s current objective is the increased 
use of a broad range of quality  financial 

services provided by a stable and 
competitive financial system in a way which 

benefits the livelihoods of under-served 
lower income groups..

Figure 2: FSD scenarios
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A family in rural Makueni County, eastern Kenya. FSD Kenya’s goal since 
inception in 2005 remains to generate sustainable improvements in the 
livelihoods of lower-income households through reduced vulnerability to 
shocks, increased incomes and employment.
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Retail payments: A final draft of the National Payment System 
Regulations were published by CBK following a further round of 
consultations and revisions (supported by FSD). These could bring 
about important changes in the mobile money market space. The draft 
regulations prohibit agent exclusivity by licenced payment service 
providers and encourage a move towards open interoperable systems 
in order to facilitate integration among national and international 
payment systems.  These are expected to be finalised during 2014.

Taxation: Excise tax of 10% was imposed in February 2013 on all 
financial services. A similar tax was introduced earlier on mobile 
money transactions. Although there is no systematic data available, 
anecdotal evidence indicates that institutions simply passed on the tax 
to consumers.  Given the underlying strength of growth in the retail 
markets it is difficult to discern the negative impact of this price increase 
on demand.  

Competition: Interest rate spreads have continued to attract public 
criticism. Given the relatively high profitability of the banking sector 
questions have inevitably been raised regarding the effectiveness of 
competition. As a result the Competition Authority of Kenya (CAK) is 
undertaking a study on the competitive position of the banking market 
with support from FSD Kenya. 

INDUSTRY INFRASTRUCTURE

Credit information sharing: Usage by banks of credit information 
sharing (CIS), launched in July 2010, increased substantially over the 
course of 2013. The number of credit reports requested by commercial 
banks stood at 3.5m in December 20132 up from 2.3m reports in 
December 2012. Negative listings have continued to increase with more 
than 600,000 defaulters logged in the last three years. 

Interoperability: Although the payments system has become more 
reliable and efficient over the last few years, the level of integration 
between financial institutions and mobile network operators remains 
limited.  In 2013, after a study supported by FSD, the Kenya Bankers 
Association (KBA), launched an industry-led initiative to improve 
interoperability. The long-term aim of this initiative is to establish the 
foundations for a truly national payments platform allowing all players 
in the payments industry to link.  

FINANCIAL SECTOR HIGHLIGHTS
POLICY AND REGULATORY ENVIRONMENT

Second medium-term plan: The National Treasury developed a 
second medium term plan for the financial services sector to cover the 
period 2013-2017. Key elements were published in the overall national 
medium term plan under the Government’s Vision 2030. From an 
inclusion perspective important elements of the plan include Kenya’s 
commitment to facilitating the expansion of electronic payments and 
moving to a ‘cash-lite’ economy.  It also highlights stimulation of long-
term savings and reducing vulnerability through access to appropriate 
financial services. 

Cash-lite: Government commitment to creating a cash-lite Kenya was 
evidenced by an announcement by Kenya’s President that all payments 
to government would be solely in digital form by April 2014. New 
regulations published by the National Transport and Safety Authority 
require that all public service vehicles (PSVs) operate a cashless fare 
system from 1st July 2014. This is expected to provide a strong push 
for greater use of financial services across a very large proportion of the 
population with far-reaching implications for financial inclusion.   

Consumer protection: New prudential guidelines for commercial 
banks published by the Central Bank of Kenya (CBK) in January 2013 
brought some clarity on consumer protection issues. Among the 
provisions was the establishment of a new disclosure regime on pricing 
and requirements relating to agency banking. With respect to price 
disclosure the recommendations of an earlier study by CBK and FSD 
Kenya have been adopted requiring the provision of information on the 
total cost of credit and a repayment schedule for loans.

Regulation of deposit-taking MFIs: In 2013 the CBK issued the 
ninth deposit taking microfinance institution license. This was to U&I 
DTM Ltd, a community-based institution operating in Nairobi Central 
Business District. U&I is the second such community-based to be 
licensed in Kenya. The regulatory requirements, notably the minimum 
capital requirements, are less stringent compared with those for 
national microfinance banks.

Regulation of deposit-taking SACCOs (DTSs): Data from the Sacco 
Societies Regulatory Authority (SASRA) shows that as at end of August 
2013, DTSs had given out loans worth KShs 180bn up from KShs 67bn 
in December and held KShs 490bn as savings. The total number of 
SACCOs licensed by the SACCOs Societies Regulatory Authority (SASRA) 
increased marginally to reach 130 in the first half of 2013, out of the 
estimated 215 taking deposits.

2     Central Bank of Kenya (2013). Bank Supervision Annual Report.
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There are two elements to the challenge here. First, is creating the 
technical base for linking various disparate systems. Although the 
technology to do this is already available, providing appropriate rules 
and oversight will take more effort. It is anticipated that this will be 
accomplished through the establishment of three elements: (i) a 
national switch linking payment schemes, (ii) automated clearing 
houses for each payment stream and (iii) an industry driven payments 
system management body (PSMB). The last is provided for under the 
new National Payments System Act.

RETAIL DEVELOPMENTS

Mobile banking: M-Shwari, a joint venture between Commercial 
Bank of Africa (CBA) and mobile phone company Safaricom, providing 
savings and credit over the M-Pesa payment platform grew rapidly 
throughout 2013. A year from launch, CBA had opened five million 
accounts. This expansion is unprecedented in the Kenyan market.  As a 
result CBA is now the second largest bank by customer numbers, behind 
Equity Bank but well ahead of the other large retail banks. . 

Payment services: In the second quarter, Safaricom launched Lipa na 
M-Pesa (Swahili for pay by M-Pesa) as a mass market retail payment 
service building on the earlier solutions provided in partnership with an 
innovative payments service provider, Kopo Kopo. Safaricom’s target is 

to sign up 100,000 retailers merchants as M-Pesa transaction acquirers 
by April 2014.   

Integration between mobile based payment systems and the 
commercial banking system continued to progress through various 
bilateral agreements. Barclays and Standard Chartered banks, for 
example, both launched M-Pesa based bulk payment mobile banking 
services to enable corporate clients to disburse bulk payments to 
beneficiaries through mobile phones. Telecommunications company, 
Airtel strengthened its relationship with Equity Bank through an 
agreement which will give Airtel Money users access to Equity’s more 
than 7,000 agents for cash-in and cash-out services. Barclays created an 
ATM based money transfer service, allowing customers to originate the 
transfer from a Barclays ATM to a mobile phone, with the recipient then 
able to withdraw from any Barclays ATM.  

Equity Bank and card association, Visa introduced a new service directly 
competing with M-Pesa in terms of pricing and target market. The 
service allows any Equity Bank customer with a Visa branded card to 
send money in real-time to any other Visa card domestically and across 
Africa. At present the system only operates through Equity’s automated 
teller machines (ATMs) but Equity plans to make the service accessible 
over its mobile banking platform in time. 

Public transport mini-buses popularly known as matatus in Nairobi’s CBD. New regulations published by the National Transport and Safety Authority require that all 
public service vehicles (PSVs) operate a cashless fare system from 1st July, 2014 as part of government commitment to creating a cash-lite Kenya. 
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DIGITAL FINANCIAL INCLUSION

Towards the end of 2013, InterMedia’s Financial Inclusion Insights (FII) 
survey, conducted with a nationally representative sample of 3,000 adult 
Kenyans, focused on the use of digital financial services in Kenya. This 
is a useful complement to the FinAccess Retail (FAR) survey although 
because of differences in methodology the figures cannot readily be 
compared. The figures therefore unfortunately can’t tell us much about 
what has changed over the course of 2013. The most recent FAR survey 
on overall levels of financial inclusion in Kenya was conducted at the 
end of 2012 and was reported in our last annual report. A further round 
of FAR, planned for 2015, should reveal clearer data on recent changes 
in access.

FII meanwhile found that overall, 65% of adults (15+) were actively 
using a digital stored value account (defined as any bank or mobile 
account that include digital channels such as cards or mobile) but 
only 14% were using those accounts for additional financial services 
beyond a basic store of value and transfers. Looking at those below the 
poverty line, perhaps unsurprisingly the figures reduced: only 54% had 
a digital account with 9% accessing additional digital financial services.  
Examining the gender dimension, rates of usage of a digital account 
among women was 5% lower than men. However in relation to the use 
of additional digital financial services, the gap is more pronounced with 
men almost twice as likely to access these services.

Many financial products leverage the mobile money platform to enable 
payments. Of the products profiled in the FII survey, the new M-Shwari 
service already shows the deepest penetration with 15% of mobile 

money holders stating they had used the product. Other financial 
products that showed up were Lipa na M-Pesa enabling merchant 
payments, M-Kesho (a bank account held with Equity Bank and 
accessed through M-Pesa), Lipa Karo for school fees and M-Kopa for a 
pay as you go solar solution.  Given M-Pesa’s continued leadership of the 
mobile phone based financial services market, the services commonly 
mentioned by the survey are all based on the M-Pesa platform.

Kenyan mobile money providers and their partners are bringing an 
increasing number of innovative services to the Kenyan market that 
leverage the mobile money platform. These services offer financial tools 
for savings, credit and micro insurance products, while others focus on 
facilitating mobile-based payments for merchants’ goods, education, 
bus fares, international airtime top-ups and even solar-panel lighting. 
One product focuses on fundraising via mobile money for disaster relief 
and other needs. 

FINANCIAL INCLUSION

Table 1: Percent of Kenyan adults (15+) and active mobile 
money account holders, who reported ever using each new 

mobile money based product

New product % of Kenyan 
adults who ever 

used the product

% of active mobile 
money account 

holders who ever 
used the product

M-Shwari 10 14

Lipa na M-Pesa 3 4

M-Kesho 1 2

Lipa Karo na M-Peso 1 2

M-Kopa 0.4 1

The new M-Shwari service already shows the deepest penetration with 
15% of mobile money holders stating they had used the product. The 
service was launched in November 2012.

M-SHWARI 2013

Users depositing 
money into their 
accounts.

Users withdrawing 
money from their 
accounts.

Users accessing 
the service for 
savings or loans.

  45% 39%72%

Source: FII survey data
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SPATIAL MAPPING

During 2013, a spatial mapping project was concluded through a 
partnership between FinAccess and the Bill & Melinda Gates Foundation.  
The survey found that 77% of Kenyans live within 5 km of the 65,353 
financial access points mapped (www.fspmaps.com). This emphasises 
the exceptional progress which has been made in Kenya. The figure is 
more than double that found in Tanzania with only 35% and still much 
higher than for either Uganda (43%) or Nigeria (47%).  

As seen in figure 3, much progress in increasing coverage of the 
population has been achieved through agents. Mobile money, 
dominates and accounts for 75.6% of financial access points while bank 
agents provide 12.4% of points. The impact of this extensive network of 
agents on access is illustrated by the finding that across the population, 
only 21% of Kenyan live within a 3km radius of a bank branch compared 
with 59% who live the same distance from an agent.

However, access is not uniform across the country. The map highlights 
the variance by county in the proportion of the population that is within 
3 km of a financial access point. Beyond the differences by county, 
physical access to financial points was found to be much lower in rural 
than urban areas and wealthier than poorer communities.

A Kenya Commercial Bank (KCB) agent in Gatanga, Murang’a County next 
to an M-pesa service point. The spatial mapping survey found that 77% of 
Kenyans live within 5 km of the 65,353 financial access points mapped 
(www.fspmaps.com). 

Figure 3: Percentage of population within 3 km of a financial 
service location

Figure 4: Comparing access and use of mobile money across 
counties
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The graph below compares four pairs of counties with very different 
patterns of access and use.3

3     Please note that the data on usage comes from FinAccess Retail 2013. However, that data was sampled  

       at regional level so the data at county level may have more margin for error though we expect it is 

      directionally correct.
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FSD’S PORTFOLIO
OVERVIEW

FSD’s effectiveness in delivering against its strategy depends on 
maintaining strong focus in its activities. An excessively diversified 
portfolio of activity would risk a loss of coherence and compromise the 
ability to deliver in promising areas of development. Over 2013, FSD 
continued to follow the four focal themes which have driven activity 
under the 2011-2015 strategy:

 � Future financial system;

 � Poverty impact;

 � Inclusive growth; and,

 � Knowledge.

The year saw a reduction in the total number of live projects 
compared with the previous year.  This reflects a deliberate effort to 
further concentrate our efforts within key areas. Accompanying this 
rationalisation of our project portfolio, the size and level of activity 
under projects has meanwhile significantly increased.  We continue to 
work with a wide range of partners across government, retail financial 
institutions, non-governmental organisations (NGOs), industry 
associations and business service providers.  

Future financial system: In 2013, work under the future financial 
system theme was heavily weighted towards FSD’s strategic aim of 
encouraging the development of a ‘cash-lite’ economy in Kenya.  Shifting 
the primary mode of retail payment from cash to electronic forms offers 
many benefits to the economy but notably for enhancing the prospects 
for dramatically improving financial inclusion.  

Although much of the basic technology already exists to create a 
‘cash-lite’ economy, achieving it requires support and adoption across 
government, businesses and consumers.  However whilst it is possible 
to ultimately see major benefits for most stakeholders in the economy, 
many of these benefits are only realised once the economy has passed 
the tipping point and electronic forms of payment are ubiquitous.  
Government is the single biggest user of payments services in the 
economy and therefore in addition to its role in policy can also help 
to lead the market by driving its own usage of electronic forms. FSD is 
supporting this shift (described on page 10). Another critical component 
is creating the most efficient payments infrastructure.  Currently 
many elements of the system are not linked at all or interoperability 
is constrained through technical barriers or price rules.  Bringing the 
financial industry together to make more effective use of payments 

infrastructure is essential to eliminating a key source of friction in the 
system.  FSD is working closely with industry to achieve this under its 
payments platform project (see page 11).

Government plays an essential role in market development by 
establishing the appropriate rules of the game in the market. This starts 
with policy and flows through legislation and regulation to enforcement.  
FSD has continued to support government in a number of areas relating 
to financial inclusion with a range of research and technical advisory 
inputs. Towards the end of the year FSD established and resourced a 
new policy support facility to expand this work.  

It is of course financial institutions who will finally deliver services to 
people and businesses.  Under its retail innovation initiative, FSD has 
continued to support institutions looking to push out the financial 
frontier.  Taking a client-centric approach our aim is to help institutions 
create commercially viable financial solutions which provide value to 
customers.  FSD’s partnership with a joint venture between Commercial 
Bank of Africa (CBA) and Safaricom proved among the most productive 
during the year.  M-Shwari, a savings and loan product accessed 
through Safaricom’s M-Pesa platform, was launched in late 2012 and 
by the end of 2013 had reached more than five million Kenyans.  

Poverty impact: The theme focuses on using financial services to 
deliver livelihood benefits to specific excluded or under-served groups.  
While there has been strong progress in expanding financial access over 
the last decade, the poorest have shown weaker gains than the relatively 
wealthier households.  Given the extent of poverty in Kenya and the high 
degree of inequality a very large number of those gaining access were 
either poor or near-poor and certainly vulnerable.  Nevertheless certain 
population segments such as the socio-geographically marginalised 
continue to show disproportionately high levels of exclusion or weak 
service provision.  Given that the majority of Kenya’s poor live in rural 
areas, the theme has retained a strong rural focus. 2013 continued the 
strong emphasis on community based financial intermediation which 
has been shown to successfully serve poorer households than formal 
institutions generally reach.

At the simplest end of the spectrum the savings group model are 
member owned and operated, resembling traditional rotating savings 
and credit organisations (ROSCAs) in many respects. However the 
model allows members to borrow and save more in line with their 
needs than a ROSCA structure typically permits. FSD has continued to 
work with partners to develop and promote the model.  The outlook for 
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a technology driven innovation piloted in 2013 is especially promising 
(see page 12).  A more sophisticated form of community based 
financial intermediation is provided by financial service associations 
(FSAs).  Again owned by members, these resemble village banks, 
offering a much broader range of services to their client membership. 
In order to support this level of operation, FSD has been working with 
K-Rep Fedha Services to create a sustainable management services 
model.  Regulation now demands that FSAs transition with agreement 
in principle that they transform into deposit taking savings and credit 
co-operatives (DTS).  Despite many challenges, the wider SACCOs sub-
sector remains an important provider of financial services to many – 
especially in the rural areas.  Although there have been delays, good 
progress was made over the year on a number of key capacity building 
elements under our SACCO reforms project (see page 13). 

Inclusive growth: The government has identified the improvement 
of the lending and investment environment in Kenya as a priority under 
its second medium term plan to achieve the national development 
goals set out in its Vision 2030. This has a special emphasis on access to 
finance to small and medium enterprises (SMEs). The government plans 
to achieve this by tackling: (i) expanding credit information sharing 
system, (ii) formal equity markets to include SMEs and (iii) facilitating 
new credit products for SMEs. In 2013, FSD continued supporting 
initiatives in each of these areas through the inclusive growth theme.

The Kenya Bankers Association (KBA) and Central Bank of Kenya (CBK) 
have been working under the Kenya Credit Information Sharing Initiative 
(KCISI) with support from FSD. The initiative has coordinated industry 
wide efforts to successfully implement credit information sharing.  
Having achieved sharing negative information (on loan defaulters 
among) among regulated banks, the next stages are to expand the 
system to include positive information and other credit providers (see 
page 14).  Successfully financing SMEs demands taking an approach 
which is distinct from that used for either corporate lending or lending 
to micro-enterprises.  GrowthCap, FSD’s SME finance capacity building 
project, seeks to draw on the best know-how and experience from 
around the world and use this to create a practical approach for the 
Kenyan environment.  Activity ramped up during the year (see page 
15).  Finally, FSD’s SME finance innovations fund was established to 
provide very early stage financing for prospectively market disruptive 
ideas.  One such initiative under active development during 2013 is 
looking to create a commercial SME credit insurance facility to help 
banks lay-off risk in their SME portfolios and expand lending.  

Knowledge: Cross-cuts all of our work above. In order to support 
an expanding portfolio of activity the scope of activities under the 
knowledge theme increased substantially in 2013.  The theme also 
covers the measurement of results from all our work under a long-
term impact measurement project.  A key contribution to developing 
a clearer picture of financial inclusion in Kenya is provided by the 
FinAccess programme.  The national surveys undertaken under the 
FinAccess public-private partnership (in which FSD participates) 
provides robust time series on national levels of access. FinAccess Retail 
(FAR) demand-side survey was successfully completed in 2013 and the 
findings disseminated (page 16).  

The Centre for Insights into Financial Inclusion (CiFi) was established to 
undertake research to support FSD’s digital financial inclusion strategy.  
The centre aims to develop insights into how financial solutions can 
create real value for people’s livelihoods using a range of research 
approaches to probe more deeply than has been achieved in the 
past.  Among these financial diaries are proving enormously valuable, 
revealing facets of people’s financial lives which more orthodox surveys 
or focus groups frequently fail to capture.  The results will be used directly 
with financial service providers to stimulate the development of new 
financial solutions exploiting the opportunities created by technology. 

FSD impact

An external mid-term review of FSD by consulting firm, Genesis 
Analytics, concluded that:

The overarching objectives set for the programme have largely 
been met. The extension of financial services improved the 
livelihoods of beneficiaries targeted by the programme through 
increasing their access and usage of financial products and 
improving their quality of life. … In summary, FSD Kenya currently 
has an appropriate blend of projects across the thematic areas 
that have micro, meso and macro components. Given that there 
are only two years remaining, no major changes are proposed. 
The main gap remains in the area of execution and ensuring that 
existing projects are more fully executed. Specifically, direct Poverty 
Impact and Inclusive Growth have not experienced the same level 
of success as in Future Financial System and need to be closely 
monitored. In the future, there are some new projects that hope 
to use the systemic and existing infrastructure to investigate and 
test the potential to reach greater depths within the population.
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AIMS

The project seeks to provide financial sector solutions to a range of 
government payments as a means to encourage the development 
of a cash-lite economy and expand financial inclusion. This is the 
second phase of FSD’s government payments project and builds on the 
considerable progress made during the first phase.  The project covers 
a range of activity from supporting solutions to practical payments 
problems in government to helping identify a longer-term framework 
for digitising government payments. 

KEY ACTIVITIES

In 2013 a major emphasis was in providing practical support to 
the implementation of a large government/donor cash-transfer 
programme, the Hunger Safety Net Programme (HSNP). This aims to 
tackle poverty in northern Kenya by delivering regular, unconditional 
cash transfers to the poorest and most vulnerable households in the 
counties of Mandera, Marsabit, Turkana and Wajir.  The programme 
operates under the National Drought Management Authority (NDMA) 
and is financed by the UK’s Department for International Development 
(DFID) and the Government of Kenya. 

Aside from its direct impacts, HSNP provides an important demonstration 
model. The experiences from the first phase have already proved 
valuable in developing solutions for other cash-transfer programmes.  
FSD is providing technical support to the newly established National 
Safety Nets Programme (NSNP) which encompasses all major cash-
transfer programmes in Kenya and is seeking to develop a consistent 
approach to payments.

RESULTS

Under the second phase of HSNP, the payments solution was re-defined 
to provide more flexibility to recipients of transfers, greater efficiency 
and more impact on financial inclusion.  Equity Bank won the tender for 
delivery of payments. Roll-out of the new solution started in 2013 and 
will have the following key features:

 � Full bank account availed to beneficiaries allowing multiple 
withdrawals as well as depositing.

 � Services now provided at all Equity Bank branches, ATMs and at 
least 300 agents to be set up in Northern Kenya.

 � The bank agents established to support HSNP will be available for 
use by the wider population helping to increase access across the 
region.

 � Most beneficiaries will have access to their accounts during normal 
banking hours and not for a few days every two months.

 � The amount to be transferred can now be varied or additional 
payments made whenever required (outside the earlier strict two 
monthly cycle).

 � All households in Northern Kenya will have a bank account opened 
and enable rapid transfer of funds in case of emergency to all 
households.

The earlier payments solution was phased out during the year.  It had 
achieved the following results:

 � 121 active agents in 165 sub-locations.

 � 27 payment cycles completed for 68,621 recipients. 

 � A total of KSh 4.3 billion in cash transfers was made by December 
2013.  

KSh 4,600 
Value of bi-monthly cash transfer by December 2013  

68,621 
Beneficiaries in four counties

KSh 4.3b 
Total transfers up to December 2013

Government payments

An Equity Bank payments registration centre in Turkana County. 
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25% 
Potential cost savings for ATM transactions

2.3 billion 
Potential number of switched transactions by 2020

80% 
Potential decrease in fee levels for switched transactions

AIMS

The payments platform project’s objective is to help create an open 
robust payments platform in Kenya which integrates all major retail 
payment channels in Kenya and results in low transaction costs.  
Our vision is to see a fully interoperable payments system enabling 
the efficient utilisation of the industry’s collective investment in 
infrastructure.  It will directly increase the usefulness to customers of the 
various providers, expand access, increase competition and significantly 
improve efficiency.

KEY ACTIVITIES

Currently the core of the project is a partnership with the Kenya Bankers’ 
Association (KBA). The previous year KBA and FSD had commissioned a 
leading global consulting firm, Bankable Frontier Associates, to help us 
explore options for integration. In 2013 the emphasis was on moving 
towards implementation of the preferred option.  The banking industry 
took a clear decision in favour of pursuing a route which maximises the 
level of interoperability and growth of the system.  

Much time was spent during the year in laying the necessary 
groundwork. This included further work on obtaining consensus from 
all the stakeholders including the Government as well as the necessary 
funding approvals from all the banks.  Detailed planning and preparation 
was undertaken and a project manager was recruited.

The KBA initiative will specifically:

 � Create and operationalise a payments system management body 
(PSMB) to provide oversight of the new system. Formal recognition 
for this PSMB will be sought from the Central Bank of Kenya under 
the National Payments System Act.

 � Establish fully functional automated clearing houses (ACHs) for all 
key payment streams.

 � Undertake detailed independent research to establish interchange 
pricing levels among participants consistent with financial 
inclusion. Interchange agreements will need to be drafted and 
gain regulatory approval.

 � Develop an efficient national switching solution operating on a 
‘utility’ model to maximise the gains from interoperability.

 � Seek to expand its reach to fully include all non-bank players on 
an equitable basis.

Payments platform

A PesaPoint ATM in Limuru town, Central Kenya. PesaPoint provides third 
party ATM solutions to many banks and SACCOs, effectively sharing this 
costly infrastructure and helping to improve access.

RESULTS

The ambition of the project is very considerable and involves a large 
number of stakeholders - even within the banking industry alone.  
Considerable progress was made working with KBA on moving to the 
point at which on-the-ground implementation can move forward.  
Throughout the year very considerable work was put into obtaining 
concrete support from the various key stakeholders. Inevitably such 
a far-reaching project impacts on the immediate economic interests 
of some players and creates uncertainties for others. A number of 
implementation options were explored in some detail. A clear way 
ahead was achieved with firm support obtained from the industry.  
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AIMS

Our goal is to scale-up savings groups in Kenya to a level at which they 
are collectively able to impact significantly on overall levels of  financial 
inclusion among the poor.  FSD’s long-term target is to see at least two 
million people using savings groups.  Meanwhile the immediate aim is 
to help develop models and delivery channels to a stage at which this 
scale-up programme becomes a viable prospect.

KEY ACTIVITIES

FSD Kenya has been supporting the development of community based 
financial intermediation throughout its history. More recently it has 
focused on the savings group model as the most sustainable and scalable 
approach to reaching low-income rural groups. Major partnerships have 
included the community savings and loans (COSALO) project with CARE 
Kenya and strengthening the private sector partnership (PSP) model 
with Catholic Relief Services (CRS).  

Key activities of the project phase concluded during 2013 were:

 � Working with partners to refine savings group delivery channels  - 
to identify how effective training can be delivered efficiently;

 � Developing and piloting a mobile phone based application to 
simplify the savings group book-keeping function, and create a 
mobile enabled bank-linkage solution to allow surplus funds to 
be stored safely; and,

 � Conducting an in-depth study into the impact of the various 
approaches to savings group delivery.

Savings groups
Savings groups (SGs) offer a simple financial intermediation model 
where groups of typically no more than thirty members contribute 
at least an agreed minimum amount of savings during regular 
meetings. These funds are then lent out to members. This escapes 
the rigidity of the traditional rotating savings and credit association 
(ROSCA) model in which all the savings collected in a meeting are 
given to a single member according to a defined order. Interest is 
charged to borrowers, recognising the economic value of a loan to a 
borrower and compensating net savers in the group. All this however 
requires effective book-keeping arrangements. Although entirely 
member owned and operated, training is needed to establish the 
know-how in the group and establish clear rules - essential to 
sustainability.

RESULTS

By December 2013 when the project came to an end:

 � The partnership with CARE had resulted in the creation of over 
7,000 groups in Nyanza with more than 190,000 members.

 � Under CARE’s project a pilot to reach the challenging northern 
areas reached 724 groups and over 14,000 members in Marsabit.

 � Data confirmed the impact on the poor with the likelihood of 
members being below the national poverty line found to be 35% 
in Nyanza and 77% in Marsabit.

 � Catholic Relief Services (CRS) created 1,847 SGs serving nearly 
40,000 people.

 � An electronic group management solution (dubbed ‘e-recording’) 
was developed running on the Android operating system and 
successfully piloted with a number of groups. 

 � A bank-linkage product was developed with piloting planned for 
early 2014.

 � The cost per member of delivering training and the necessary 
support to establish groups in Nyanza was significantly reduced 
through the use of innovative franchise models to less than $3.50, 
the lowest rate seen anywhere in the world so far.

An ‘Android’ based smart phone displays a savings group account. Is this 
the end of ledgers and passbooks?
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 � Stabilisation in the reduction in SACCO usage: FinAccess 
2013 results indicate 9% usage of SACCOs by adult Kenyans 
approximately the same level that seen in 2009, prior to which it 
had been dropping (the figure was 13% in 2006).

AIMS

FSD has had a long-term engagement in strengthening and expanding 
the SACCO sub-sector. Regulation of deposit-taking SACCOs, accounting 
for the bulk of membership and assets, is already starting to show a 
positive impact on the performance of the sub-sector.  It has however 
created challenges. Under its current support project FSD is focussing 
on developing the capacity of the SACCO sub-sector to meet the 
requirements of the new regulatory framework.

KEY ACTIVITIES

 � Toolkits were developed, in planning and change management 
and governance. These were piloted in SACCOs demonstrating 
the benefits of implementing successful change programmes and 
good governance practices.

 � A core skills enhancement programme on individual lending, 
delinquency management and  risk management was initiated 
that involved:

 � Development of toolkits in risk and credit management.

 �  Training and certification of service providers. 

 � Training of SACCO staff in risk and credit departments.

 � Developing capacity of Cooperative University College of 
Kenya - Agri-Training and Cooperative Consultancies Ltd 
(CUCK/ATC) to institutionalise regular training, programme 
content review and quality assurance in the two areas.

 � Training of SACCO auditors was supported working with the 
Institute of Certified Public Accounts  of Kenya (ICPAK). The SACCO 
Societies Regulatory Authority (SASRA), a key partner in the 
reform project, was engaged to ensure that the content was in 
line with the regulatory requirements drawing on experience from 
undertaking SACCO diagnostics.

RESULTS

 � Support completed to early-adopter SACCOs in governance, 
planning and change management.

 � The project aims to underpin the successful introduction of 
regulation to SACCOs in Kenya. By the year end SASRA’s results 
were:

 � SACCOs licensed: 132.

 � Total assets in regulated SACCOs: KShs 293 billion.

 � Total membership of regulated SACCOs: 3.3 million.

SACCO reforms

The governance, financial reporting, planning and change 
management work has started to show positive influence to the 
sector.  Of the four SACCOs that received governance one on one 
support, two have made deliberate efforts to seek support from the 
trained governance service providers for continued work, an 
indication that they find value in the offer.   Anecdotal evidence from 
SACCOs benefiting from planning and change management support 
indicate enhanced unity of purpose among boards, management 
and staff including improved relations and processes.

There are pointers to the rise in appreciation of professional standards 
practice in SACCOs.  Twenty-five SACCOs enrolled for an Institute of 
Public Accounts of Kenya Excellence in Financial Reporting (ICPAK-
FiRe) in the year 2013, an increase of eight from the previous year. 
Fourteen SACCOs enrolled for an Institute of Certified Public 
Secretaries (ICPSK) Champions of Governance Award-Cooperative 
(COGA), another increase of eight from the previous year.  Wanandege 
SACCO director, one of the SACCOs participating in the one on-one 
governance support, emerged as runner-up in the COGA Award - 
Cooperative sector. The Chief Executive Officer (CEO) also emerged as 
runner-up in the best CEO category.

A SACCO member receives services from a  Front Office (FOSA) counter. In 
2013, licensed SACCOs offering this service stood at 132. 
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AIMS

The objective of FSD’s credit reference project is to support the 
development of an effective credit information sharing (CIS) 
environment in Kenya. This in turn is expected to significantly improve 
access to finance among small and medium enterprises (SMEs). 
Negative information sharing has been successfully launched.  The 
emphasis now is on positive information allowing borrowers to benefit 
from a good credit history, reducing the costs of credit risk management, 
increasing competition and ultimately lowering prices in the market.

KEY ACTIVITIES

Efforts to build effective credit information sharing have been co-
ordinated across industry through the Kenya Credit Information Sharing 
Initiative.  There were four major areas of activity:

 � Developing an appropriate legal and regulatory framework to 
support comprehensive information sharing.

 � Preparing for the development of positive credit information 
sharing through a pilot sharing exercise involving CBK regulated 
institutions (banks and deposit-taking microfinance institutions).

 � Laying the groundwork for involvement of non-regulated credit 
providers by establishing a national association to represent them.

 � Initiating an alternative dispute resolution mechanism to reduce 
the costs for both borrowers and credit providers in resolving 
disputes arising from CIS.

Credit reference II

RESULTS

 � Operationalization of the 2013 Credit bureau regulations that allow 
for positive sharing of information between banks and deposit 
taking microfinance institutions (DTMs).

 � Draft CIS policy, bill and regulations forwarded to the National 
Treasury for review.

 � Successful pilot of both positive and negative information sharing 
between banks and DTMs.

 � Formation of the Association of Kenya Credit Providers (AKCP).

 � SACCO taskforce and three committees formed to carry out 
mandate of implementing CIS among SACCOs.

 � Development of Alternative Dispute Resolution (ADR) handbook.

The Central Bank of Kenya Governor Prof Njuguna Ndung’u (extreme right) together with other industry dignitaries launches the Association of Kenya Credit 
Providers (AKCP) on 24th September, 2013 during the opening of the second EAC Regional Credit Information Sharing Conference in Nairobi.

The AKCP was registered in April 2013 and provides a platform 
for the involvement of all credit providers in a comprehensive and 
all-embracing data sharing initiative. AKCP also serves as the 
secretariat to the Kenya Credit Information Sharing Initiative (KCISI) 
and promotes self-regulation among licensed and non-licensed 
credit providers. For more information, visit www.ciskenya.co.ke.
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GrowthCap
AIMS

FSD’s view is that to be developed effectively, SME finance needs to be 
tackled differently from either mainstream microfinance or corporate 
finance. We need techniques to solve the financial needs of SMEs 
which recognise the specific characteristics of this scale of business.  The 
objective of the GrowthCap project is to develop approaches tailored 
to the Kenyan market and build the capacity of financial institutions to 
deliver appropriate solutions. 

KEY ACTIVITIES

The core of the project is working closely with a set of partners with 
the commitment and resources to address the SME segment effectively.  
Working with these action research partners the project is:

 � Developing a clear strategic direction with each partner to develop 
an enhanced SME finance business.

 � Identifying appropriate learning from international practice in 
a range of areas (from SME relationship management to new 
machine based credit risk management techniques) which have 
potential application to Kenya.

 � Synthesising the results and producing tools and techniques 
which can be applied to address business needs in the partner 
institutions.

 � Refining the methodology to reflect the results from application 
within a Kenyan context.

 � Documenting the findings and disseminating to the wider 
financial sector.

Building on this core of creating know-how for the Kenyan market, 
another key area of activity for the project is developing the capacity of 
Kenyan business service providers.  FSD’s role is to stimulate the market.  
Sustainability will be achieved through the long-term market-based 
delivery of technical assistance and training on SME finance to Kenyan 
financial institutions.  

Cap
Building SME-focused capacity

Augmenting this capacity building, the project is directly developing 
young professionals. The aim is to modestly increase the supply of 
well-qualified resources as a means to prime the SME finance business 
services market.  These individuals will eventually be certified in the 
GrowthCap methodologies in the same manner as the local service 
providers.

RESULTS 

 � Selected four financial institutions (Equity Bank, Chase Bank, 
Commercial Bank of Africa and Family Bank) to be partners.

 � Completed two action plans for SME finance strategy 
implementation.

 � Identified four young professionals through an intensive 
competitive selection process.

 � The identification of a cadre of international subject specialists 
underway.

 � The formation of a core group of Kenyan business service providers 
to partner with the project in process.

Daivin Motors, a vehicle repair garage based in Nairobi. Access to 
appropriate and affordable finance for SMEs can lead to increased 
employment and growth.
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AIMS

The overall aim of the FinAccess surveys is to produce a much clearer 
picture of financial inclusion in Kenya, tracking change and analysing 
trends in financial inclusion, including the relationship between supply 
and demand. So far, three successful surveys have been implemented 
through a partnership between the CBK, the Kenya National Bureau of 
Statistics (KNBS) and FSD under the Financial Access Partnership (FAP). 
This is a public-private sector partnership formed in 2005 as part of the 
United Nations International Year of Microcredit (UN-IYMC). 

At the retail level, nationally representative household surveys track 
the uptake and usage of finance by households and, more recently, a 
business survey does the same for enterprises. This, combined with 
supply-side data, yields valuable information for policy and industry 
audiences, including barriers and opportunities for deepening financial 
inclusion. It also provides data for academics and think-tanks looking to 
advance our understanding of inclusion issues.

KEY ACTIVITIES

 � The third nationally representative household survey was 
completed in 2013 on the usage and uptake of finance. 

 � A new spatial mapping survey was conducted in partnership 
with the Gates Foundation, capturing spatial location data on all 
financial outlets in Kenya (agents, banks, SACCOs etc.). The survey 
highlights the relationship between access to finance and uptake 
of products and services (www.fspmaps.com). 

 � A business survey on the supply and demand for finance for 
business was developed. 

 � A FinAccess Agriculture survey is in the development and feasibility 
phase. 

RESULTS

 � In 2013, 12.4m Kenyans representing two thirds of the adult 
population are now using formal financial services, this is up from 
just over a quarter of the population in 2006.

62.5% 
Rural residents living within 3km of a financial access point 

7 
Years of data tracking financial inclusion: 2006 - 2013

12.4m 
Kenyans using formal financial services in 2013

SURVEY HIGHLIGHTS

 � Kenyans increasingly use a portfolio of financial services, both 
formal and informal.

 � Financial inclusion correlates strongly with gender, wealth and 
education - over 90% of the of the top wealth quintile are fully 
financially included, while over 50% of the poorest quintile remain 
completely excluded.

 � 99.9% of urban residents live within 3km of a financial access 
point compared to only 62.5% of rural residents.

 � Access does not equal usage: in some counties people have 
high levels of access to finance but relatively lower usage levels, 
whereas in other counties the opposite is the case.

FinAccess

An e-book will be published in 2014 featuring papers by leading 
academics based on the FinAccess data. Topics include changes 
in market structure, developing a composite indicator of financial 
inclusion, effects of digitisation on the informalisation of financial 
markets

From left: Mr Paul Samoei of the Kenya National Bureau of Statistics 
(KNBS), FSD Director David Ferrand and the CBK Governor Prof Njuguna 
Ndung’u holding the FinAccess 2013 report at the launch event on 31st 
October, 2013.
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FUNDING

FSD received a total of KShs 2,258m during the year which included 
KShs 982m received from the UK’s Department for International 
Development (DFID) for the Hunger Safety Net Project (HSNP). DFID 
disbursed KShs 683m for the FSD core programme and an additional 
KShs 94m relating to the FSD Africa project (for which FSD Kenya is 
providing a temporary institutional home). A further KShs 344m was 
received from the Gates Foundation while the Swedish International 
Development Agency (SIDA) disbursed KShs 129m. Further restricted 
income was provided by Rockefeller Foundation (KShs 11m), Agence 
Française de Développement (AFD) (KShs 13m), and International 
Labour Organisation (ILO) (KShs 0.7m). In addition, FSD earned a 
total of KShs 90m from interest income while foreign exchange losses 
of KShs 23m were realised during the year. By the end of the year, the 
programme had a surplus of KShs 633m in funding.  

PROJECT EXPENDITURE

Total programme expenditure for the year was KShs 1,547m. This was 
KShs 1,790m (-51%) below budget, mainly as a result of delays related 
to HSNP which accounted for 75% of the annual project underspend. 
FSD management expenses on the other hand were only KShs 28m 
(-17%) below budget for the year with lower spending than projected 
on administration costs.

The future financial system theme accounts for the largest 
proportion of the total variance for the year due to the lower than 
anticipated spending on HSNP.  This project was significantly delayed 
by challenges in finalisation of the list of beneficiaries who are to 
receive social transfers. These revolved around the poverty ranking of 
beneficiaries to ensure that only the poorest households are enrolled, 
validating identity documents presented to the programme and 

FINANCIAL REPORT
Table 2: FSD funding in 2013

SOURCE KSh (m)* %

UNRESTRICTED

DFID Kenya 683 30.3

SIDA 129 5.7

Bill and Melinda Gates Foundation 344 15.2

Sub-total unrestricted 1156 51.2

RESTRICTED

DFID - HSNP 982 43.5

DFID - FSD Africa 94 4.2

ILO 0.7 0.0

AFD 13 0.6

The Rockefeller Foundation 11 0.5

Sub-total restricted 1,101 48.8

TOTAL 2,257 100.0

*  Columns do not add up due to rounding.

managing beneficiaries who will be leaving the programme. The final 
list of beneficiaries was received just before the end of the year.  Other 
projects under this theme with significant under spending include the 
Centre for Branchless Banking (CBB), the retail innovations initiative, the 
payments platform project and the building financial capabilities of the 
poor project.

Poverty impact theme spending was KShs 181m (-44%) below 
budget for the year mainly attributed to lower spending on all major 
projects. The FSA transformation project with a variance of KShs 64m 
(57%) has been delayed by the process of developing a regulatory 
roadmap for FSAs which required input from all partners and the 
regulator. The underspend of KShs 29m (-19%) under the savings 
group area was mainly as a result of the delays in the inception of a new 
phase project.  Implementation delays hit the SACCO reforms project 
resulting in a variance of KShs 25m (-54%).

Spending under the inclusive growth theme was KShs 29m (-21%) 
below budget for the year. This was largely as a result of lower than 
budgeted spending under the credit reference project and the SME 
finance innovations fund project. Spending under the credit reference 
project was KShs 12m (-32%) below budget primarily as a consequence 
of co-funding of activities by project partners.  

FUNDING FIGURES

KSh 2.258 billion
Total grant funding in 2013

KSh 1.547 billion
Total programme expenditure in 2013



18  •  FSD KENYA 2013 ANNUAL REPORT
Ex

pe
nd

itu
re

s 
(K

Sh
 b

ill
io

n)

Management expenditures (KSh billion)

Total expenditures (KSh billion)

Management expenditures as % of total expenditure

HSNP - project expenses

Savings groups scale-up 1

Centre for Branchless Banking 
(CBB)

FSD Africa

GrowthCap

VCFC

	  

Value	  chain	  +inance	  centre	  I	   GrowthCap	   FSD	  Africa	  

Centre	  for	  Branchless	  Banking	   Savings	  group	  scale-‐up	  1	   Hunger	  Safety	  Net	  Programme	  II	  

Figure 9: Key projects by expenditure in 2013

Figure 10: 2013 Management expenditure
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The knowledge theme expenditure was KShs 111m (-73%) below 
budget for the year as a result of lower spending on all major projects.  
Variances across these projects were: FinAccess Retail project (KShs 
41m,  66%), FinAccess Business (KShs 26m, -71%), Impact assessment 
I project (KShs 21m,  84%), and Impact assessment II project (KShs 
21m, -78%).

The bulk of the project expenditure (64 %) was a pass through (the cash 
transfer element of the HSNP). Of the remaining 36%, the following six 
projects comprise the bulk of expenditure (see figure 9):

 � Savings groups scale up;

 � Centre for Branchless Banking;

 � FSD Africa;

 � GrowthCap; and,

 � Value Chain Finance Centre (VCFC).

MANAGEMENT EXPENDITURE

FSD management expenditure was KShs 28m (-17%) below budget 
for the year.  This was a result of lower spending on both administration 
(KShs 15m, -37%) and labour (KShs 12m, -9%). The overall contribution 
of procurement costs to the budget is relatively small and this was also 
well under the figure allocated for the year (KShs 1m, -34%).

Under administration costs, the main underspend was on organizational 
development costs which were KShs 12m (-59%) below budget for the 
year.  FSD automation costs, a major contributor to this budget line, were 
not incurred in full during the year as a result of delays in the project. 

GROWTH IN FUNDING AND PROJECT INVESTMENTS

In the 5 years from 2008 to 2012 annual funding went up from KShs 741 
million to KShs 2.83 billion, but reduced to KShs 2.258 billion in 2013. 
Similarly project expenditure reduced to KShs 1.547 billion in 2013, 
down 31% compared with 2012. This reduction relates entirely to the 
effect of a reducing in the very large HSNP flows seen in the previous 
year.  Management expenditure as a proportion of total costs increased 
to reach 8.1% compared with 6.2% in 2012 (based on management 
figures). This again entirely reflects the delay in commencement of the 
expanded HSNP payments. Overall management costs actually reduced 
in absolute terms from KShs 151m to KShs 143m  between 2012 and 
2013 - a reduction of 5.3%.
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FOR THE YEAR ENDED 31ST DECEMBER 2013

1     Finance income includes interest earned on FSD funds.
2      Core/non designated projects are projects funded by donors through unrestricted funds. Unrestricted funds have no conditions regarding the projects they can be used on.
3     Designated projects are funded by donors through restricted funds. Restricted funds can only be used on the project specified by donors.
4      These are exchange losses incurred on revaluation of foreign currency held by FSD.

2013 2012

INCOME KSh millions* KSh millions*

Grants  2,258  2,775 

Finance income1  91  56 

TOTAL INCOME  2,348  2,831 

EXPENDITURE

PROJECT EXPENSES

Core projects2 446  324 

Designated projects3 1,101  1,960 

 1,547  2,284 

MANAGEMENT EXPENDITURE  145  128 

TOTAL EXPENDITURE 1,738  2,412 

FINANCE COSTS4 -23 -35 

TOTAL COSTS  1,715  2,377 

SURPLUS FOR THE YEAR 633 454

*  Columns do not add up due to rounding.

Table 3

Income statement
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AS AT 31ST DECEMBER 2013

2013 2012

ASSETS KSh millions* KSh millions*

Non-current assets

Property and equipment  16  18 

Intangible asset work in progress  -  3  -   

Long term loan 32 -

Total non-current assets 51  18 

Current assets 

Receivables  9  18 

Contract advances  0  0 

Fixed deposits 2,051  270 

Bank and cash balances 2,400  1,336 

Total current assets 4,460  1,625 

Total assets 4,511  1,643 

RESERVES AND LIABILITIES

Reserves

Accumulated fund 1,671  1,038 

Current liabilities

Unexpended projects fund 2,685  514 

Accruals 81  16 

Tax liability1  74  74 

Total current liabilities 2,840  605 

Total reserves and liabilities 4,511 1,643

1   This amount is an accrual of taxes on which FSD has applied for exemption from the government pending finalization of the exemption application.

*  Columns do not add up due to rounding.

Table 4

Balance sheet
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INCOME AND EXPENDITURE (KSH MILLIONS)*

FSD FUNDING SUMMARY

2009 2010 2011 2012 2013

Income

Grants 703 1,147 1,591 2,775 2,258

Other income 38 15 24 56 91

Total income 741 1,162 1,615 2,831 2,348

Expenditure

Project expenditure 599 872 1,301 2,284 1,547

Administrative expenditure 59 69 99 128 145

Finance costs - -5 89 -35 23

Total expenditure 658 937 1,489 2,377 1,715

Surplus for the year 83 224 126 454 633

2009 2010 2011 2012 2013

Unrestricted

DFID Kenya 239 350 267 589 683

SIDA 104 121 139 129 129

Bill and Melinda Gates Foundation 56 61 71 64 344

GOK-Ministry of Industrialisation 47 - 35 33 0

CGAP 3 - - - -

Unitus - 5 - - -

Sub-total 443 537 512 815 1,156

Restricted grants

DFID-HSNP 260 592 1,029 1,901 982

DFID-FSD Africa - - - 18 94

Rockefeller Foundation 3 5 4 12 11

GoK - Ministry of Finance 6 1 22 16 0

DFID/CGAP - 11 13 11 14

National Bureau of Economic Research - - 11 - -

Other 3 1 - 2 1

Sub-total restricted 260 610 1,079 1,960 1,101

Total 703 1,147 1,591 2,775 2,258

Table 5

Finance summary (2009-2013)
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Annex 1
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Project Objective Status - December 2013

Theme 1: Future financial system

Centre for Branchless 
Banking (CBB)

To stimulate the development of branchless banking in Kenya as a means to 
deepen and expand financial inclusion.

On-going

Retail innovations initiative 
(RII) - replaced CBB II.

Stimulate the practical development of business cases and solutions that 
accelerate financial inclusion and uptake.

On-going

G2P Payments 
development project

Catalyse the expansion of private sector driven payments systems to allow 
the delivery of social payments and significantly expand access to appropriate 
financial services for low-income Kenyans.

Complete

Government payments II To provide financial sector solutions to a range of government payments as 
a means to encourage the development of a cash-lite economy and expand 
financial inclusion.

On-going

Payments platform 
(replaces Payments switch)

Support the development of an open robust payments platform that integrates all 
major retail payment channels in Kenya and results in low transaction costs.

On-going

Policy support facility To assist the government in establishing and implementing policies and the 
legal framework needed to drive a long-term, national improvement in financial 
inclusion.

On-going

Theme 2: Poverty impact

SACCO sub-sector reforms Develop the capacity of the SACCOs sub-sector to meet the requirements of the 
new regulatory framework.

On-going

Warehouse receipts system Establish and promote a viable and sustainable warehouse receipts system. Complete

Savings groups scale-up Develop savings groups models to a stage at which a scale-up programme 
impacting significantly on financial exclusion at a national level becomes viable.

On-going

Savings groups scale-up: 
phase II

To develop and implement the infrastructure for a roll-out of savings groups 
impacting on national levels of financial inclusion.

On-going

Value chain finance centre To strengthen agricultural value chains through developing appropriate and 
sustainable finance.

On-going

FSA transformation  III To support the creation of a fully sustainable FSA network within the current 
financial sector prudential regulatory framework.

On-going

Financial graduation Combine financial service provision with social safety nets and other supports to 
provide a ladder out of poverty for the poorest.

On-going

Financial services for the 
youth

Support development and provision of appropriate financial solutions for the 
youth.

On-going

Micro-insurance (health 
and life) market analysis

Explore the market potential for health and life micro-insurance products to 
reduce vulnerability among low income households in Kenya.

Complete

Capacity development 
facility

Develop the capacity of the industry to serve under-served and excluded 
populations.

On-going

Annex 2 

PORTFOLIO
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Project Objective Status - December 2013

Theme 3: Inclusive growth

GrowthCap – SME finance 
capacity building initiative

To build the capacity of the financial sector to provide high quality SME 
centred financial products and services.

On-going

Supply chain trade finance 
support

To support the financial sector in the introduction, piloting and scale up 
of structured working capital supply chain finance products for small and 
medium enterprises.

On-going

Credit reference II To support the development of an effective full-file credit information 
sharing (CIS) environment in Kenya that improves access to finance 
especially among small and medium enterprises (SMEs).

On-going

SME finance innovations fund To catalyse innovative SME finance solutions through direct investment in 
non-traditional approaches and players.

On-going

Theme 4: Knowledge

Centre for insights into financial 
inclusion (CiFi)

Establish and apply the knowledge base to underpin realisable solutions to 
improving the financial capabilities of low income.

On-going

FinAccess Retail To continue the development of FinAccess as a comprehensive, reliable 
and sustainable mapping of the financial landscape in Kenya, measuring 
household demand and supply.

On-going

FinAccess Business To develop a comprehensive mapping of the market for business financial 
services in Kenya.

On-going

FSD Impact research II To understand the impact of FSD Kenya’s projects and programme on the 
development of financial markets in Kenya and the consequent impact on 
the livelihoods of lower-income households.

On-going

New directions

FSD Africa Establish a regional programme to work with FSD country programmes 
in building the capacity of financial service providers, facilitating skills, 
knowledge and technology transfers and increased coordination between 
markets. 

On-going
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Government/ regulators  � National Treasury

 � Ministry of Co-operatives Development and 
Marketing 

 �  Ministry of Agriculture 

 � Ministry for the Development of Northern Kenya

 � Ministry of Devolution and Planning

 � Ministry of Industrialisation

 � Ministry of Labour and Social Security

 � Central Bank of Kenya

 �  Insurance Regulatory Authority

 � Kenya Bureau of National Statistics

 � Kenya Meteorological Department

 � SACCO Societies Regulatory Authority (SASRA)

 � National Management Drought Authority ( NMDA)

Financial service 
providers

 �  ABC Bank

 �  APA Insurance

 �  CIC Insurance Company

 �  Chase Bank

 �  Commercial Bank of Africa (CBA)

 �  Diamond Trust Bank

 � Equity Bank

 � Family Bank

 � FINA Bank

 � Kenya Commercial Bank (KCB) 

 � K-Rep Fedha Services Ltd (KFS)

 �  Kenya Post Office Savings Bank (KPOSB)

 �  Jubilee Insurance

 �  NIC Bank

Non-profits/ industry 
associations

 � Kenya Bankers Association (KBA)

 � Association of Micro-finance Institutions (AMFI)

 � Catholic Relief Services (CRS)

 � CARE Kenya

 � Mediae

 � Plan International

 � Oxfam GB

 � HelpAge International

 � Save the Children UK

Development partners  � Department for International Development (DFID) 

 � Swedish International Development Cooperative 
Agency (SIDA)

 � Bill & Melinda Gates Foundation

 � The World Bank

 � Agence Française de Développement (AFD) 

 � Consultative Group to Assist the Poor (CGAP) 

 � International Labour Organisation (ILO)

 � Financial Sector Deepening (FSD) Tanzania

 � FinMark Trust 

 � International Finance Corporation (IFC)

 � Rockefeller Foundation

 � Financial Inclusion for Rural Microenterprises (FIRM)

Annex 3 
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