MEMORANDUM TO THE SENATE ON THE COUNTY ALLOCATION OF
REVENUE BILL, 2018

Introduction
The International Budget Partnership Kenya (IBPK) is a Kenyan non-profit organization working to
advance transparency, accountability, participation and equity in national and county budgeting
processes. Since 2013, IBPK has consistently done analysis on revenue sharing and published our
findings to support discussions among different stakeholders in debates on equity.
In this memorandum we have restricted ourselves to three key issues that are pertinent. They are:
1. The conditional grant to Level 5 Hospitals,
2. Conditional grant from Road Maintenance Fuel Levy Fund for county roads and
3. The proposed conditional grant to build two regional cancer centers and procurement of
cancer related drugs. It builds on concerns we raised in our earlier submission on the Division
of Revenue Bill, 2018.
In our analysis, we find that the allocations for the Level 5 hospitals and maintenance of county roads
are both inequitable. The allocations do not seem to correspond to the differing needs of the different
counties. Below are specific observations and concerns on each conditional grant that we think the
Senate should pronounce itself on before enacting the County Allocation of Revenue Bill 2018.
1. Conditional Grant to Level 5 Hospitals
The conditional grant to level 5 Hospitals targets the former provincial hospitals and other highvolume facilities that serve clients beyond the host county and thus have spill over costs. The CARB
gives the criteria of distribution as the percentage bed occupancy in each hospital. Allocations to the
hospitals year on year over the last three years has a peculiar allocation to each of the 11 facilities.
(Kiambu Level 5 Hospital has been added in the 2018 allocations). Looking at the share of the total
allocation received by each facility over the last three allocations, they all receive exactly the same
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portion of the total grant. This would mean that over the period, each facility had the same occupancy
rate. While that is statistically possible, it’s highly unlikely that 11 hospitals had the same occupancy
rates for three continuous years. The 2018/19 recommendations indicate the use of 2017 rates,
therefore, there is no unitary rate that was applied across the three years. So why would each facility
get the same share of the grant?
Further, using percentage bed occupancy is misleading because percentages give different outcomes
for different facilities because of their bed capacity.1 For example, whereas Nakuru and Meru are
allocated equal amounts (KES 373 million), Nakuru has almost twice the number of beds than Meru.
Even when the occupancy rates are applied, Nakuru still has many more beds occupied than Meru.
What is the criteria applied that allocates the two facilities an equal amount of funding? Table 1 in the
annex shows this in detail.
While Garissa has the lowest occupancy rate of 62 per cent with fewer number of beds (224), it is
allocated KES. 334 million which is higher to what is allocated to Embu (Ksh 301 million) which has
a higher percentage of bed occupancy (79%) as well as more number of beds (618) than all the other
facilities. The two examples are an indication that the allocations are not equitable.

Percentage occupancy is not the only measure of demand for services
While percentage occupancy is the measure used to assess demand for services on each facility, we
find that it is not an adequate measure. Occupancy is just one measure but there are a number of other
cost drivers that determine the expenditure needs of these large referral hospitals. For example, there
will still be large numbers of outpatient clients who are attended to everyday. They would still need a
doctor and all procedures of treatment. Also, not all patients referred to Level 5 Hospitals are
admitted. The total need would require other measures than occupancy.
The table below shows the criteria for distributing funds to these facilities prior to devolution. The
factors indicated go beyond in-patient services and this provides an option that has been used before
that we can still borrow from after devolution.
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http://kmhfl.health.go.ke/#/facility_filter/results
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Ministry of Health Resource Distribution Criteria for Level 4 and 5 Hospitals
Variable

Weight

Poverty

20%

Beds utilized

40%

Outpatient cases

20%

Accident prone facilities

5%

Fuel costs

15%
100%

Total

Source: Health Rights Advocacy Forum, “Mapping Government Decentralized Health Funds,” 2011
2. Conditional Grants for County Roads Maintenance
The allocation for the road maintenance under the Road Fuel Levy Fund for the FY 2018/19 has
been reduced from KES. 11.1 billion in 2017/18 to KES. 8. 3 billion in 2018/19. It is not clear why
there is a reduction in the total allocation as it’s a pre-determined percentage (15 percent) of what is
collected from the fuel levy. Does this mean that there is a reduction in the levy that will be raised in
2017/18 compared to what was raised in 2016/17?
There is fundamental problem in using the equitable revenue sharing formula to distribute a
conditional grant with a very specific objective. The length of roads that exist in each county, whether
tarmacked or all weather is available. The Transition Authority released the details in a Gazette in
2016. Therefore, there is a good starting point to determine how much each county requires to
maintain its roads. Based on this data a county like Makueni has about 6 percent of all roads and one
might assume that it would require more to maintain existing roads in the county compared to a county
like Vihiga that has a smaller share.
The equitable revenue sharing formula does not do this in any direct way. Therefore, it is unlikely to
achieve the grant’s objective which is to enhance county governments’ capacity to repair and maintain
county roads. In addition, CRA and National treasury should have a set period to revise the allocation
formula in order to update the length of kilometers that need to be maintained in order to ensure
equitable and fair distribution as counties construct more roads.
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The percentage growth in allocations to each county seems to have been even between 2015/16 and
2016/17 and it was even in 2016/17 and 2017/18. However, there is a decrease in allocations between
the allocations in 2017/18 and the proposed allocations for 2018/19. It is not clear as to why the
changes in 2018/19 are so varied or any explanation in the CARB. For instance, Lamu County has an
increase of 7 per cent while Turkana County a cut of 36 per cent. We do not find any justified reasons
for this case.
There are also some examples in the continent that Kenya can borrow from on how to distribute road
maintenance grants. In South Africa, the provincial road maintenance grants are distributed on road
networks in each province, road traffic and weather conditions. These factors affect the cost of
maintaining a KM of road and could provide a fairer distribution amongst all counties.
3. Conditional Grant on Cancer Treatment
In appreciation of the burden that Cancer treatment has put on Kenyan’s households, The
Commission on Revenue Allocation recommended two new conditional grants for building two
Regional Cancer Centers of Ksh. 5 billion and for Cancer Drug Access Program of Ksh. 1 billion.
However, the National Treasury did not include both the recommendations in the bill before
Senate. The reason given is that careful planning is required to ensure that adequate human and
financial resources can be availed to guarantee the sustainability and viability of such a program.
As well consultation with the Ministry of Health which provides policy leadership on such
matters have not been concluded.
Given the threat Cancer poses on lives of Kenyans it should be considered as one of the national high
priorities that require immediate response as well as direct implementation in order to reduce the
number of deaths which is currently estimated over 28,000 annually. The reasons given
notwithstanding, we believe the Senate should at the least give a timeline for when these consultations
should be concluded, and the new grants enacted.
Signed and submitted on this date: 03 May 2018, Nairobi

Abraham Rugo Muriu, PhD
Country Manager

4

Annex I

Source: County Allocation of Revenue Acts 2016-2018, Kenya Health Facility Master list
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Annex II

Source: County Allocation of Revenue Acts 2015-2018, Transition Authority Gazette 2016
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