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ABSTRACT

The study aims to evaluate the effectiveness of social grants in reducing poverty across ten African countries: South Africa, Kenya, Nigeria, Ghana,
Tanzania, Uganda, Rwanda, Botswana, Namibia, and Ethiopia. It seeks to understand how these programs influence household income, poverty rates,
and access to essential services within inclusive development. The study employs a Difference-in-Differences (DiD) approach and a Fixed Effects (FE)
regression model to assess the impact of social grants from 2019 to 2023. The analysis is grounded in Keynesian economics and Amartya Sen’s capabilities
approach, providing economic and human development perspectives. Findings indicate that social grants contribute to measurable improvements
in household income, poverty reduction, and service access. The results further stressed that key constraints were identified as poor targeting, fiscal
limitations, and potential long-term dependency. Social grants are effective tools for poverty alleviation, and their design and implementation require
refinement to enhance sustainability and impact. The study provides robust empirical evidence and practical recommendations to policymakers and
stakeholders. It supports expanding and optimising social grants as part of broader strategies for economic resilience, social inclusion, and equitable
growth across Africa.
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1. INTRODUCTION

Poverty remains one of the most pressing challenges across
African countries, characterized by high levels of inequality,
unemployment, and limited access to basic needs (Singh and
Chudasama, 2020). Despite numerous policy interventions,
millions remain impoverished, unable to meet their daily
subsistence needs. Patel et al. (2023) stated that in South Africa,
over 55% of the population lives below the national poverty
line, with marginalized groups such as women, children, and
rural households disproportionately affected. Social grants have
emerged as a critical instrument in the fight against poverty
across the African continent. Persistent challenges such as high
unemployment rates, income inequality, and economic instability
have left millions of individuals and households vulnerable and

unable to meet their basic needs. Zwane et al. (2022) explained
that poverty remains a significant barrier to human development,
depriving people of access to adequate food, healthcare, education,
and opportunities for economic participation. This systemic
issue perpetuates intergenerational cycles of poverty and hinders
national economic growth and social cohesion.

Miyajima (2023) discussed that the lack of reliable income
and social safety nets has exacerbated disparities, pushing the
most disadvantaged further into destitution. For example, high
unemployment rates and informal labour markets leave many
households without stable sources of income, creating a reliance
on external assistance. Without intervention, these conditions lead
to malnutrition, preventable diseases, illiteracy, and exclusion
from mainstream economic activities, perpetuating a cycle of
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poverty that is difficult to break (Chingono, 2020). Therefore,
Leila Patel (2023) shows that social grants represent a viable
solution. These programs provide direct financial assistance to
the most vulnerable populations, enabling them to access essential
services and improve their quality of life. Countries such as South
Africa, Kenya, Nigeria, Ghana, and Tanzania have implemented
various social grant programs with varying levels of success. For
instance, Patel et al. (2023) discovered that South Africa boasts one
of the continent’s most comprehensive social protection systems,
covering over 18 million beneficiaries through programs like the
Child Support Grant and Old Age Pension. Similarly, Murrey and
Mutwiri (2022) stated that Kenya’s Inua Jamii program targets
older persons and persons with disabilities, offering crucial support
to those who might otherwise fall through the cracks. Devereux
(2021), the National Social Safety Nets Project (NASSP), has
provided conditional cash transfers to vulnerable households to
enhance human capital development in Nigeria.

Furthermore, Ekane et al. (2020) review that Uganda and Rwanda
have adopted social protection initiatives such as the Senior
Citizens Grant and Vision 2020 Umurenge Program to alleviate
poverty and improve livelihoods. In Ghana, the Livelihood
Empowerment Against Poverty (LEAP) program has played a
transformative role in enhancing social security for the poorest
households (Cuesta et al., 2021). Meanwhile, Botswana and
Namibia stand out for their universal old-age pension schemes,
significantly reducing old-age poverty (Svotwa et al., 2023;
Valombola, 2022). Other nations, such as Ethiopia (Deshpande
et al., 2022) and Zambia, have also integrated social grant
programs into their poverty alleviation strategies. For example,
Ethiopia’s Productive Safety Net Programme (PSNP) combines
cash and food transfers with community development activities,
fostering resilience among vulnerable populations. Pruce (2023)
shows that Zambia’s Social Cash Transfer Scheme has similarly
targeted rural and marginalized groups, contributing to improved
nutrition and reduced poverty levels. Despite these advancements,
the effectiveness of social grants in reducing poverty varies
significantly across countries due to differences in program design,
implementation capacity, and funding sustainability. Questions
remain about the long-term impact of these programs and their
ability to address the root causes of poverty beyond short-term
relief. Nonetheless, social grants have proven to be vital to
poverty reduction strategies in African countries, underscoring
their potential to contribute to sustainable development and social
equity. The current study seeks to assess the impact of social grants
on poverty reduction in Africa by analyzing their outcomes in ten
countries: South Africa, Kenya, Nigeria, Ghana, Tanzania, Uganda,
Rwanda, Botswana, Namibia, and Ethiopia. The study aims to
identify best practices and challenges through a comparative
analysis, providing insights into how social protection programs
can be optimized to achieve broader and more sustainable poverty
alleviation goals.

2. BACKGROUND OF THE STUDY

Poverty remains a pervasive challenge in Africa, with approximately
40% of the continent’s population living below the international
poverty line of $1.90/day, according to recent World Bank
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estimates. World Bank (2024) stated that the persistence of poverty
is compounded by factors such as rapid population growth,
political instability, inadequate infrastructure, and economic
shocks. These factors have created a scenario where millions of
people are trapped in cycles of deprivation, unable to access basic
services or opportunities to improve their livelihoods.

African countries have increasingly turned to social protection
measures to combat these challenges, with social grants being
a cornerstone of these interventions. Leila Patel (2023) explains
that social grants, including cash transfers, food subsidies, and
pensions, are designed to address immediate needs while fostering
long-term economic stability. Rooted in principles of social justice
and equity, these programs aim to reduce poverty and vulnerability
by providing financial support to marginalized groups such as
the elderly, children, persons with disabilities, and unemployed
individuals.

The adoption of social grants in Africa gained significant
momentum in the late 20" and early 21% centuries, influenced
by global advocacy for social protection systems as integral
components of sustainable development. South Africa pioneered
in this field, with its expansive grant system serving as a model
for other nations. Over time, countries such as Kenya, Ghana, and
Rwanda have implemented their versions of social grants tailored
to their unique socio-economic contexts. These programs have
demonstrated varying degrees of success in alleviating poverty,
promoting education, improving health outcomes, and enhancing
social cohesion.

However, the implementation of social grants is not without
challenges. Issues such as limited fiscal space, mismanagement,
targeting errors, and dependency concerns have raised questions
about the sustainability and effectiveness of these programs.
Additionally, socio-political dynamics and economic inequalities
within countries often influence the reach and impact of social
grants, leaving some vulnerable groups underserved.

Despite these challenges, social grants have proven to be a critical
mechanism for reducing poverty and fostering social inclusion.
They provide a safety net for millions who might otherwise face
extreme hardship, contributing to broader development goals such
as improved health, education, and economic resilience. As African
countries continue to refine and expand their social protection
systems, it is essential to assess the effectiveness of these programs
in addressing poverty and inequality. This study focuses on ten
African countries, South Africa, Kenya, Nigeria, Ghana, Tanzania,
Uganda, Rwanda, Botswana, Namibia, and Ethiopia, to evaluate
the impact of social grants on poverty reduction to identify best
practices and areas for improvement.

3. LITERATURE REVIEW

3.1. Theoretical Review

The theoretical foundation for social grants is anchored in social
protection and welfare theories, which advocate for government
intervention to address market failures and social inequalities.
Keynesian economics underscores the importance of government
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spending in stimulating economic activity, particularly during
economic downturns. Social grants align with this perspective by
providing financial resources to vulnerable populations, thereby
boosting consumption and aggregate demand.

Herzog (2023) explained that Amartya Sen’s capabilities approach
provides a critical framework for understanding the role of social
grants. According to this approach, poverty is not merely the lack of
income but the deprivation of basic capabilities, such as education,
health, and participation in economic and social life. Thus, Social
grants address these deprivations by enabling individuals to access
essential services and opportunities, enhancing their overall well-
being and potential for economic inclusion.

Modern development theories emphasize the need for inclusive
growth and social equity, highlighting social grants as instruments
for reducing inequality and promoting human development. The
social risk management framework, introduced by the World
Bank, further posits that social protection measures, including
cash transfers, can help individuals manage risks associated with
unemployment, illness, and other shocks, thereby preventing them
from falling deeper into poverty.

Social grants are non-contributory cash transfers governments
provide to support needy individuals and households (Patel, 2013).
Research highlights their potential to improve household welfare
by addressing immediate financial needs and fostering access to
education, healthcare, and nutrition (Daniel, 2023; Zwane et al.,
2022). According to Patrick et al. (2024), social protection systems,
including grants, are instrumental in breaking intergenerational
poverty cycles.

South Africa has one of the most extensive social grant systems in
Africa, including programs such as the Child Support Grant (CSG),
Old Age Pension (OAP), and Disability Grant (DG) (Van der Berg
et al., 2010). Studies by Fofana et al. (2024) demonstrate that
these grants significantly reduce income poverty and inequality.
However, concerns about dependency, targeting inefficiencies,
and fiscal sustainability persist.

Across African countries, the implementation of social grants
is hindered by weak administrative systems, corruption, and
inadequate targeting mechanisms. Scholars like Devereux (Cuesta
et al., 2021; Leila Patel, 2023; Magawana, 2013) argue that for
social grants to be effective, they must be complemented by
broader economic and social policies to address structural poverty.

3.2. Empirical Review

Recent studies provide robust evidence of the impact of social
grants in African countries. For instance, a study (Mackett, 2020)
examined South Africa’s social grant system, significantly reducing
poverty and inequality, with the Child Support Grant improving
child nutrition and educational outcomes. Similarly, Braden
(2022) analyzed Kenya’s social grants, reporting enhanced living
standards and increased access to healthcare among beneficiaries.

Ipinnaiye and Olaniyan (2023) evaluated Nigeria’s National
Social Safety Nets Project, highlighting its role in reducing
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poverty among rural households and promoting human capital
development through conditional cash transfers. A comparative
analysis by Brenyah et al. (2023) focused on Ghana’s LEAP
program, demonstrating its positive effects on food security, school
attendance, and healthcare utilization.

Rwanda’s Vision 2020 Umurenge Program was the subject
of a study by Ekane et al. (2020), which showed significant
improvements in poverty reduction and community resilience.
In Ethiopia, an assessment of the PSNP by Al revealed its
success in improving household food security and fostering asset
accumulation. Namibia’s universal pension scheme was studied by
Valombola (2022), who highlighted its effectiveness in reducing
old-age poverty and promoting intergenerational support.

Despite these successes, challenges persist. Studies have noted
targeting errors, administrative inefficiencies, and dependency
risks. The study by Nambooze et al. (2021) emphasized the
need for improved targeting mechanisms in Uganda’s Senior
Citizens Grant to ensure inclusivity. These findings emphasise
the importance of addressing implementation challenges while
leveraging the proven benefits of social grants. By incorporating
best practices and addressing structural barriers, African countries
can enhance the effectiveness of social protection programs,
ensuring broader and more sustainable poverty alleviation.

4. METHODOLOGY

The study employs a Difference-in-Differences (DiD) approach
and a fixed effects (FE) regression model to assess the impact of
social grants on poverty reduction. The DiD method evaluates
interventions’ causal effects by comparing outcome changes
between treated and control groups (Botosaru and Gutierrez,
2018). The approach helps isolate the impact of social grants by
controlling for time-invariant differences and common trends
affecting both groups (Abadie, 2005).

Vogelsang (2012) stated that the FE regression model further
strengthens the analysis by accounting for unobserved heterogeneity
across countries and periods. This model specification is
particularly relevant given the diverse socio-economic contexts
of the ten African countries under study. The models are specified
as follows:

4.1. DID Approach

Y, = a + p(Treatment, x Post) +yX, +0J,+ 4, +¢c,

Where:
Y : Outcome variable (poverty rate) for country i at time t.

e Treatment: Binary indicator variable (1 if country i has
implemented social grants, 0 otherwise).

e Post; Binary indicator variable (1 for post-implementation
period, 0 otherwise).

e Treatment, x Post: Interaction term capturing the DiD effect
(impact of social grants).

e X Vectorof control variables (GDP per capita, unemployment
rate, education level).
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e . Time fixed effects (controls for common shocks affecting
all countries at time t).

e /. Country fixed effects (accounts for unobserved, time-
invariant heterogeneity across countries).

e ¢, Error term (unexplained variation in )

4.2. Fixed Effects (FE) Regression Model

)fit:ﬁo+'81Grantft+ﬂz)(it+'ui+it+€it

Y : Outcome variable (poverty rate, household income) for

country i at time t.

e  Grant,: Continuous or binary variable indicating the level
or existence of social grant implementation in country i at
time t.

e X : Vector of control variables (GDP per capita, unemployment
rate, education level).

e u: Country-specific fixed effects (captures unobserved, time-
invariant factors specific to each country).

e /; Time-specific fixed effects (captures unobserved factors

common across countries at each time).

¢, Error term (unexplained variation in Y))

4.3. DiD Model

The interaction term Treatment, * Post Isolates the causal effect
of social grants by leveraging pre- and post-implementation data
across treated and control groups.

4.4. FE Model

The inclusion of x, and 4 controls for unobserved heterogeneity,
ensuring that the estimates for Grant, Reflect within country
temporal variations in grant implementation. These models
together enable the study to robustly estimate the impact of
social grants on poverty reduction while controlling for potential
confounding factors.

4.5. Data Sources

The study utilizes secondary data from the following sources:
World Bank Development Indicators (WDI), which provides
comprehensive economic and social data, that is, poverty rates,
GDP per capita, and unemployment rates for African countries.
National Statistics Agencies: Individual countries’ statistical
offices (Statistics South Africa, Kenya National Bureau of
Statistics) provide detailed data on household income, social grant
distributions, and poverty measures

5. RESULTS AND ANALYSIS

5.1. Descriptive Statistics

Table 1 provides summary statistics for the variables used in the
analysis, highlighting differences in poverty rates, household
incomes, and socio-economic factors across the ten African
countries.

The mean represents the average poverty rate across all
observations. On average, it is 35,20, showing a higher average
poverty rate, which indicates a significant poverty level, Standard
Deviation, which Measures variability. A standard deviation of

10,5 indicated that the variability is low, showing that the poverty
rates suggest considerable disparities among countries. These
highlight the range of the data. A minimum poverty rate of 15
implies that the country’s poverty is high in Africa and a high
maximum value of 60, which shows extreme cases of poverty.

5.2. Difference-in-Differences Analysis

Table 2 presents the results of the DiD model. The interaction term
(Treatment x Post) captures the causal impact of social grants on
poverty reduction.

The results indicate a statistically significant reduction in poverty
rates attributable to the implementation of social grants. The
Interaction Term (Treatment % Post had a Coefficient of —0.057
and a P < 0.01). The results suggest that Social grants contribute
to a 5.7% point reduction in poverty rates post-implementation,
holding other factors constant. It implies that social grants
effectively reduce poverty with appropriate targeting and design.

On average, countries implementing social grants experienced
a 0.21% point decline in poverty rates compared to non-
implementing countries. It highlights the pivotal role of social
protection mechanisms in addressing poverty.

GDP per capita negatively correlates with poverty, indicating that
higher economic productivity translates into reduced poverty.
Higher GDP per capita correlates with lower poverty rates.
Economic growth policies should complement social grants for
sustainable poverty reduction.

Unemployment Rate had a Coefficient of 0.027 and a P < 0.01.
Higher unemployment rates increase poverty, highlighting labour
market vulnerabilities. Addressing unemployment through active
labour market policies is essential.

Education levels exhibit a significant negative relationship with
poverty rates, underscoring the importance of human capital

development.

Table 1: Descriptive statistics

Variable Mean Standard Min Max
deviation

Poverty rate (Y,) 35.20 10.5 15.0 60.0
Social grant coverage (Grantit,)  0.45 0.49 0.0 1.0
GDP per capita (X,) 4,500 2,000 1,200 9,000
Education level (X)) 7.5 2.1 3.0 120
Unemployment rate (X) 12.5 53 50 250
Table 2: DiD regression results

Variable Coefficient Standard t-Statistic P-value

error

Treatment —-0.021 0.015 —-1.40 0.163
Post —0.035 0.012 -2.92 0.004
Treatmentxpost —0.057%** 0.018 -3.17 0.002
GDP per capita —0.012%** 0.006 -2.00 0.048
Unemployment rate ~ 0.027*%%* 0.009 3.00 0.003
Education level —-0.35 0.014 -1.92 0.006
Constant 0.480%** 0.045 10.67 0.000

The dependent variable is the poverty rate. R2=0.67. ***Significant at 1%,
**Significant at 5%
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5.3. Fixed Effects Regression Analysis

Table 3 shows the results of the FE model, providing further
insight into the relationship between social grant coverage and
poverty reduction.

The fixed effects model highlights the importance of the social
grant coverage, which had a Coefficient of —0.065, witha P=0.01,
which is statistically significant. That is a 10% increase in grant
coverage, which results in a 6.5% point reduction in poverty rates.
It economically implies that expanding grant coverage is crucial
for maximizing poverty reduction.

The Education Level had a Coefficient of —0.20, with a P < 0.05,
which negatively correlates with poverty reduction. Improved
education levels are associated with reduced poverty. Therefore,
investments in education are vital to enhancing the long-term
impact of social grants.

Regarding the Effectiveness of Social Grants, the findings confirm
that social grants significantly reduce poverty rates in African
countries. Both the DiD and FE models highlight the critical role
of these interventions in improving socio-economic outcomes. The
interaction term in the DiD model (—0.057) and the grant coverage
coefficient in the FE model (—0.065) underline their transformative
potential. Policymakers should prioritize expanding social grants
while addressing fiscal constraints.

Economic Growth and Poverty Reduction: in the study, GDP
per capita emerges as a significant determinant of poverty,
suggesting that social grants alone cannot eradicate poverty
without broader economic growth. The results in Both models
indicate a strong negative correlation between GDP per capita
and poverty rates. Thus, governments should adopt integrated
approaches that combine social grants with economic development
initiatives.

The variability in education levels and unemployment rates
across countries emphasizes the importance of context-specific
interventions. It was found that higher education levels and lower
unemployment are associated with reduced poverty. Enhanced
targeting mechanisms and complementary investments in
education and employment are needed to optimize social grant
programs.

The FE model corroborates the DiD findings, emphasizing that
social grants (Grantit) strongly predict poverty reduction. The
within-country variations controlled in the FE model affirm the
reliability of the estimates.

Table 3: Fixed effects regression results

Variable Coefficient Standard t-statistic P-value
error

Social grant coverage —0.065%** 0.020 -3.25 0.001

GDP per capita -0.018%** 0.008 -2.25 0.026

Unemployment rate 0.030%** 0.010 3.00 0.003

Education level —0.20 0.10 —2.00 0.045

Constant 0.510%*** 0.050 10.20 0.000

The dependent variable is the Poverty Rate. R2=0.72. ***Significant at 1%,
**Significant at 5%.
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These findings are consistent with recent studies by Leila Patel
(2023), which demonstrated the effectiveness of South Africa’s
social grant system, and Skovdal et al.(2011), which found similar
results in Kenya. However, challenges remain in targeting and
fiscal sustainability, as Chitonge (2023) highlight. The evidence
stresses the transformative potential of social grants in alleviating
poverty, provided they are implemented within a framework of
economic resilience and social equity.

6. CONCLUSION

This study underscores the transformative potential of social grants
in reducing poverty across African countries. The econometric
analysis using Difference-in-Differences (DiD) and fixed effects
(FE) models demonstrates that social grants significantly alleviate
poverty, with reductions of 5.7 and 6.5% points, respectively,
post-implementation. These findings highlight the effectiveness of
social grants as a vital social protection mechanism, particularly
in addressing the immediate needs of marginalized populations.
The study also reveals that social grant impacts are enhanced
with broader socio-economic policies, such as investments in
education and employment creation, which foster sustainable
poverty reduction.

However, the results also indicate persistent challenges, including
targeting inefficiencies, fiscal constraints, and the risk of
dependency among recipients. The variability in the outcomes
across countries emphasizes the need for context-specific strategies
that address unique socio-economic conditions. For instance,
the strong negative correlation between GDP per capita and
poverty rates highlights the importance of economic growth in
complementing social grants. Similarly, the role of education in
reducing poverty rates underlines the necessity of integrating social
grants with long-term human capital development initiatives.
Addressing these challenges requires a multi-faceted approach
that balances immediate poverty alleviation with sustainable
development objectives.

Moving forward, policymakers should prioritize expanding social
grant coverage while strengthening targeting mechanisms to ensure
resources reach the most vulnerable. Innovative funding strategies,
such as public-private partnerships and conditional grant programs,
can enhance fiscal sustainability and promote self-reliance among
recipients. Additionally, investments in education and labour
market interventions are crucial for amplifying the long-term
impact of social grants. By adopting these strategies, African
countries can harness the full potential of social grants, fostering
inclusive growth, reducing inequality, and achieving sustainable
development. This study contributes to the growing body of
evidence supporting social grants as a cornerstone of poverty
reduction and a critical component of equitable social policy.
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