Module 3 Session 2: A New Formula and County Division of Revenue

TASK 3.2m IMPROVING HOW WE DISTRIBUTE REVENUES AT THE NATIONAL AND COUNTY
LEVEL
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Most counties have begun discussions about distribution of development funds to county sub-units (ward
and sub-counties). Some counties have resorted to distributing revenues equally to each ward (for example
Nakuru gives 25M to each ward). Other counties have devised formulas for distribution of revenue across
the county by enacting county legislation to distribute part of their revenues to wards using formulas. One
exceptional county, Elgeyo Marakwet, has devised a more sophisticated formula for distributing its
development funds. Below is a table showing the formula adopted by Elgeyo Marakwet County.

Table 1: Elgeyo Marakwet County Approved Revenue Sharing Formula

County Policy Relevant Formula
Instrument Proportion of
County Revenue
Elgeyo Equitable All development | 60% distributed equally to each ward
Marakwet | Development expenditure 40% distributed equitably to each ward using the
Act, 2015 (which should be | following parameters

atleast 40 % of | o
the county’s total
annual
expenditure )

38% in accordance with the ward’s population
e 22% according to poverty index in the wards
e 8% in accordance with the ward’s land area

e 23% in accordance with county flagship
projects (not distributed to wards)

e 5% be allocated for emergencies
e 2% in accordance with the fiscal responsibility

e 2% be allocated to arid and semi-arid Lands
(ASAL) (See next section)

A large number of counties have enacted or are in the process of enacting Ward Development Fund
legislation, which also provide for sharing of a portion of their revenues across the county. Meru and
Baringo are good example of counties with enacted WDF acts, and Kisumu and Nakuru have bills tabled
in parliament. The formulas adopted in these acts are more or less the same, with some contradictions.
Below is a table indicating the distribution of these ward development funds in these four counties.

Table 2: Meru, Baringo, Kisumu and Nakuru Revenue Sharing Formula (Approved and Pending)

County Policy County Revenue | Mode of | Distribution within wards (if

Instrument Shared by | Distribution  to | specified)
Formula/Criteria | wards

Meru Ward Atleast 22.5% of | 85 % of ordinary | At the discretion of WDF

Development | the equitable | revenue Committees (which may allocate

Fund  Act, | share  transfer | distributed equally | funds to a minimum of 3 projects

2015 and any other | to all wards and maximum of 10 projects in

monies 15% of ordinary | every ward). In addition, there are

donated/lent ot | revenue to be | additional guidelines on the use of
distributed in | the funds:




received by the | accordance with

fund population size, | Exactly 15% for bursary fund*
poverty  index, Exactly 5% (of the total allocation
and for each project))for
irfﬁ' astructural administration expenses*

SELLE S A maximum of 3% for monitoring
and evaluation and capacity
building.*

Baringo Ward At least 10% of | There are two | At the discretion of WDF
Development | the approved | different formulas | Committee (which may allocate
Fund  Act, | development in the law and it is | funds to a minimum of 5 projects
2014 budget not clear when | and maximum of 25 projects in

and any other each should be | every ward). In addition, there are
monies applied. guidelines on how the funds can
donated/lent or | 1. As per the CRA | be used:
received by the formula
fund 2. 85 . o of | Exactly 3% (of the total allocation
pudinany for each project) for
fiei‘sltiril‘t?jte J administration*
equally to all Exactly 5% for an emergency
wards and reserve™
15% of ordinary | Exactly 15% for education bursary
revenue to be | and school fees etc.**
distributed  in | A maximum of 3% for ward
accordance with expenses, for example: rent,
the ward share salaries **
of the total .
county Exgc'tl'y 2%  for  sporting
population. activities**
Exactly 2%  environmental
activities**
A maximum of 3% in purchasing,
running and maintenance  of
vehicles and equipment*

Kisumu'/ | Ward At least 5% of | 85 % of ordinary | At the discretion of WDF

Nakuru Development | ordinary revenue | revenue Committees (minimum of 5
Bills (yet to | and donor funds; | distributed equally | projects and max of 25 projects in
be passed ) any other monies | to all wards every ward)

donated/lent or

15% of ordinary
revenue to be
distributed in

11n 2015/16 the WDF was disttibuted equally to all 35 wards in Kisumu at 8million per ward
















