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2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND

EXECUTIVE SUMMARY

INTRODUCTION

The 1992 constitution, under article 252 and section 129(a) of the Local
Governance Act 936 of 2016, (Act 455 Repealed) imposes an obligation on the
Administrator of the District Assemblies Common Fund to present to Parliament a
Formula for the distribution of monies allocated by Parliament for the Assemblies
every year. The Fund is to be distributed among the Assemblies on the basis of a
formula proposed by the Administrator of the Fund and approved by Parliament.

CHANGE IN FUNDING POLICY
The funding rate for 2017 fiscal year is 5% of total tax revenue of the country.

This policy change is due to the capping of transfers to earmarked funds to 25% of
tax revenues as contained in the Budget Statement and Economic Policy of
Government for 2017.

SUMMARY OF ALLOCATION

The total allocation for the year is therefore based on 5% of projected national tax
revenue for 2017, 2018 and 2019 fiscal years respectively.

The Fund allocation for the year 2017 is GHC1,575.9million (the appropriation Act
2017, Act 945) compared to GHC2,013.9million allocated for 2016 and the
reduction results from the funding policy change.



2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND
ALLOCATION STATEMENT 2017

] PROP. |GHC'000 | GHC'000 | PROP. | GHC'000 | GHC'000
%
. 2017 2016
ISTITUTIONAL TRANSFERS 16.35 257,602 | 6.65 133,800
"NATIONAL YOUTH AUTHORITY (ACT.939) 500 | 78,797
| OUTH ENPLOYNENT AGENGY (ACT887) | 10.00 | 157 504 665 | 133,800
"NATIONAL DISASTER MGT. ORG.(ACT.927) 135 | 21212
| ATIONAL PROJECTS 7.13 252,622 | 38.55 776,200
ATIONAL EDUCATION POLICIES 445 | 70129 560 | 112,200
‘WASTE MGT. (LIQUID/SOLID) 700 | 110315 1490 | 300,000
CCRA SEWERAGE TREATMENT PLANT 253 | 39871 470 95,000
(LAVENDER HILL)
EED CAPITAL FOR NEW MMDAS BUILDING | 2,05 | 32.307
OTHERS : : 13.35 | 269,000
IlESERVE 12.30 211,175 | 10.20 205,419
CONSTITUENCY LABOUR PROJECTS(MPS) | 5.00 | 78797 450 90,626
E:ONSTHUENCYLABOURMONHORWG
AND EVALUATION (MPS) 300 | 47,278 250 50,348
[tESERVEFUND 200 | 31519 135 27,188
RCC 200 | 31519 135 27,188
E)ACFOPERAHONS 050 7,880 050 10,070
JACF OFFICE BUILDING 090 | 14,183
’t IMDAS - INDIRECT 7.70 121,347 | 945 190,087
(EA-SANITATION MODULE (ARREARS) 710 | 111,891 8.90 179,111
[ RAINING 0.50 7.880 040 8,056
SURED LEPERS 0.10 1576 0.15 2,020
MDAS - DIRECT 46.52 733,188 | 35.10 708,407
">EOPLE WITH DISABILITIES (PWD) 300 | 47,278 180 37,000
| IET MMDAS 4352 | 685910 33.30 671,407
100 1,575,935 | 100 2,013,013

TOTAL FUND
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2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND

INSTITUTIONAL TRANSFERS

The Financial provisions of the following organisations request the DACF to
provide source of funding for the implementation of their various
objectives/programmes.

(a) Youth Employment Agency (Section 23(c) of Act 887) - 10%
(b) National Youth Authority  (Section17(b) of Act 939) . 5%
(c) National Disaster Manage- (Section 39 (c of Act 927)

Ment Fund (NADMO) Three percent of share of the

District Assemblies Common Fund for each District - 1.35%

Assembly subject to the Formula (3%)

An amount of GHC257.6million has therefore been allocated to cater for the above
organisations in 2017.

It appears that there is an apparent overlap in funding the above institutions, in
that, they are allocated with funds directly from other sources.

There may therefore be no need for institutions to be funded separately from the
DACF.

There is the urgent need to review the funding sources to some of the institutions
stated in the Earmarked Funds and Capping Act, 2017 (Act 947)

NATIONAL PROJECTS

An amount of GHC252.6million has been set aside to fund the following projects;

(a) National Education Policies/Programme
An amount of GHC70.1million has been allocated to cover National
Education Policies/Programmes to be undertaken by Ministry of Education
for basic schools.

(b) Waste Management (Liquid/Solid)
An amount of GHC110.3million is earmarked to cater for the management of

Liquid and Solid Waste.
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(c) Accra Sewerage Treatment Plant (Lavender Hill)

A new plant built by Sewage Systems Ghana Limited has been
commissioned and in use to manage Korle Bu Medical Waste, Mudor Fecal
Waste and the old “Lavender Hill"

An amount of GHC95million was requested from the DACF in 2016 to
support the completion of the project which has not been fully paid and the
unpaid portion of GHC39.9million has therefore been budgeted in 2017.

(d) Seed Capital for New MMDAS Office Buildings
Contracts were awarded in batches in November 2013 and July 2014 for the
construction of offices for newly created Assemblies. The overall level of
completion is as follows:

e Completed 40%
e Nearing Completion 27%
e On-going 33%

An additional amount of GHC32.3million has been budgeted to cater for
additional works excluded in the original contracts, the effects of inflation and
exchange rate fluctuations on the contract sum.

5. THE RESERVE FUND
An amount of GHC211.2million has been set aside for the following details:

1. Constitutency Labour Projects
This is to provide funding for Constitutency Labour Projects undertaken by
Members of Parliament. The projected amount of GHC78.8million would be
shared equally for all the 275 Members of Parliament.

2. Constituency Labour Monitoring & Evaluation
This is to provide support for Constituency Monitoring and Evaluation by
Members of Parliament. An amount of GHC47.3million would be shared
equally amongst all the Members of Parliament.

3. Regional Co-ordinating Councils
For Regional Co-ordinating Councils to perform their monitoring and
supervisory functions over the MMDASs, a provision of GHC31.5million has
been earmarked. The Regional Planning and Co-ordinating Units would be
resourced adequately to enable the units carry out their roles to monitor and

4
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2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND
evaluate development projects in the regions. The amount due to each
region is therefore to be used for General Administration — 60% and Regional
Planning and Co-ordinating Units — 40%

4. Reserve Fund
To provide urgent fund for contingency/emergency expenditure of
GHC31.5million.

5. Office of the Administrator District Assemblies Common Fund
(a) An amount of GHC7.9 million has been allocated to the Office of the
DACF. This would cater for the compensation costs of Employees,
Monitoring and Evaluation activities of the operations.

(b) The construction of an ultra-modern office building is in progress and it is
planned to be completed by February 2018.  An amount of
GHC14.2million is therefore requested towards the completion of the
building.

INDIRECT PROGRAMMES
Total of Indirect Programmes amounting to GHC121.3million has been earmarked
for the following:

1. YEA - Sanitation Module (Arrears):- The amount relates to a debt due to
the Service Provider resulting from lower inflows into the fund than
budgeted. Total indebtedness to programme is GHC321.3million of
which GHC111.9million is targeted to reduce the debt. This debt is
expected to be spread over three(3) years.

2. Training - GHC7.9million has been earmarked for Human Resource
Training in the MMDAs.

3. Cured Lepers — GHC1.6million has been set aside to cater for cured
lepers. It is proposed that 25% would be used for feeding and 75% on
physical development.
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DIRECT TRANSFERS (MMDAs)
The total direct transfer to the MMDAs is estimated at GHC733.2million
representing 46.5% of the total allocations as follows:-

1. GHC 685.9rhi|lion is targeted to the MMDAs development programmes. The
estimated ratios and allocation for 2017 to the MMDA's based on the
recommended Scenario attached in Table 9 and 10.

2. People with Disability Support is set at GHC47.3million for 2017. It is proposed
to use 25% of PWD component to improve twenty six (26) facilities in
Disability institutions and rehabilitation centers in the country as well as
monitoring for the Disability Council. 75% of the Fund would be made
available to the PWD accounts in the MMDAs.

Indicative Allocation for 2018 and 2019

We have worked out the broad allocations for 2018 and 2019 fiscal years using the
Scenario recommended as attached in Table 11. The proposed allocations for
2018 and 2019 are GHC1,968million and GHC2,329million respectively from the
National Budget statement. These are just indicative figures and would be
revised/finalized using actual weightings and amounts in their respective years.

T OF GHAL: LIBRARY]



2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND

PRINCIPLES UNDERLYING THE FORMULA

There is no significant change in the guiding principles of choosing the Factors and the
corresponding indicators in developing the DACF Formula. The Factors and Indicators
should be Relevant, Comprehensive, Reliable, Measurable and Simple to interpret.

The DACF Formula is developed to allocate the Funds evenly to address the
development gaps between the rural and urban districts in the country. Since the late
1960s, there has been a conceptual shift in the meaning of development. Development
is now considered as a multi-dimensional process involving not only economic growth,
but also improvement in other living conditions such as health, education, access to
potable water, good roads, adequate food supply, employment etc, thus defining
development these days, in terms of satisfying “basic human needs’.

In developing the DACF Formula, the “Basic Needs" approach to development is
adopted and considered as a Factor in the Formula with the following as its indicators:

Health Services
Education Services
Water Coverage
Tarred Road Coverage

Under this Factor, those who have more facilities/services receive less to bridge the
development gap.

In addition to the ‘basic needs’ Factor, the Formula also takes into account other factors
in its development. The Responsiveness of the Metropolitan, Municipal and District
Assemblies (MMDAS) to their own revenue generation and service delivery. It has been
observed that when local authorities expect sizable grants from central government they
relax in their efforts to improve on their local revenue collection. It has been argued that
central government transfers such as the DACF serve as a disincentive to Local Revenue
Mobilization efforts. The Responsiveness Factor is therefore used to serve as an
incentive to Metropolitan, Municipal and District Assemblies (MMDAs) to double their
efforts towards Revenue Generation.
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Budget Implementation Status: - The Formula also looks at Assemblies performance in
terms of their actual in relation to planned performance for the previous year.

The second Factor considered apart from the basic needs has been the Service
Pressure Factor. This Factor is to cater for the pressures put on facilities as a result of
Rural/Urban migration in urban areas. The result from this factor is to assist the
Assemblies to maintain the facilities.

Finally, each Metropolitan, Municipal and District Assemblies (MMDAS) receives a certain
minimum allocation to serve as a start-up Fund before all other Factors are applied. This
is termed in the Formula as Equality Factor. A percentage of the Fund is shared equally
among the MMDAs before other factors are applied.

2.1 CHOICE OF INDICATORS AND MEASURES FOR THE FACTORS

In choosing the various indicators, emphasis is placed on those indicators for which data
is readily available and disaggregated down to the Metropolitan, Municipal and District
Assemblies (MMDAS) level.

The following indicators and measures are chosen for each of the Factors:

() NEEDFACTOR

Health Services

This indicator measures the level of health services enjoyed by the people in
each MMDA. The selected measures for health services are the number of
health facilities such as hospitals, clinics, health centres, CHPS Compound and
Health professionals\ population ratio.

Education Services

Under this indicator, consideration is given to the number of basic education
facilities in each MMDA as well as their Human Resource. The selected
measures for this are the number of schools in each MMDA and the trained
teacher/pupil ratio.

Water coverage
The percentage of population having access to clean and potable water.
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Tarred Road Coverage
This indicator takes care of the total road network (excluding Highways) in
relation to tarred roads in each district.

(i) RESPONSIVENESS FACTOR

(a) Improvement in revenue generation and collection are used as an indicator.
Year 2014 is used as the base year and the percentage increase in revenue
generation in the base year are measured against year 2015 (which is the
latest Revenue figures available). This has been introduced to augument
revenue generation.

(b) Budget Implementation Status — This factor has been introduced to act as a
check on MMDAs to implement approved budgets. It is also to act as a
Budgetary Control mechanism as an incentive for adhering to policies.

(iii) SERVICE PRESSURE FACTOR

This indicator tries to compensate Urban Assemblies for the over-utilization of
their facilities by visitors.

(iv) EQUALITY FACTOR

This involves a straight-forward division of a portion of the fund by 216 being
the number of MMDAs. No indicators are therefore required.

2.2 SOURCES OF DATA USED

Data used in the Formula is obtained from central sources. This is to avoid
Metropolitan, Municipal and District Assemblies (MMDAs) influence over the data
used and to prevent any possible falsification. However data on project
implementation status was sourced from the Metropolitan/Municipal/District
Assemblies and Regional Co-ordinating Councils Monitoring and Evaluation
Report.

Population
Population data is obtained from the Statistical Service. The population data used

is the result of 2010 Population Census. (For the New MMDAs that were created

9



2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND
after the 2010 Population Census, the Population figures for the old MMDAs are
shared equally between the old/new MMDAS).

Education
Data on Education is obtained from the Ministry of Education. Data required
includes Education Facilities, Pupil and Trained Teacher Population. Education
data covers all the MMDAs except the new Districts where data is shared with the
old district.

Health
The data supplied includes Health facilities such as Public Hospitals, Clinics,

Health Posts and CHP'S compound as well as Doctors and Nurses population. The
health sector data continue to pose a great challenge to the development of the
Formula. Key among them is the data on human resource professionals. The
fluidity of these professionals creates disparity between the data and the reality in
some health facilities.

Internally Generated Revenue

Local Government Accounts Unit of the Controller and Accountant General's
Department provides data on Metropolitan, Municipal and District Assemblies
(MMDASs) Internal Revenue Collection.

Budget Implementation Status

RCCs and MMDAs themselves provided data on the percentage status of
completion of these mandatory projects.

Water Coverage

Data on water coverage was sourced from both the Community Water and
Sanitation Agency and the Ghana Water Company. While the Community Water
and Sanitation Agency gave out rural coverage, the Ghana Water Company also
provided urban coverage.

Tarred Road Coverage

Tarred Roads data was obtained from Departments of Urban and Feeder Roads.
Data on Feeder and Urban roads were used. Highway data was excluded as most
MMDAs have the highway passing through and has little economic benefit to the
entire MMDA. The Data used for the roads coverage is for year 2015 as we were

10
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2017 FORMULA FOR SHARING THE DISTRICT ASSEMBLIES COMMON FUND
unable to obtain current statistics of roads coverage from Department of Urban and
Feeder Roads.

LOCATION QUOTIENT
Location quotient is the method used to mathematically derive

Proportions from the data on Needs Factor. Itis defined as: Si/S

Ni/N
Where Si is the number of “S” facility in district “I" and ‘S’ is  the total number of
facility Sinthe  country. Niis the population of district ‘I' and N is the population
of the country.

The location quotient ranks all the districts in terms of the endowment of the facility
in question. It is intended that the less endowed Metropolitan, Municipal and
District Assemblies (MMDASs) gain more than the better endowed; the reciprocal of
the location quotient is what is used.

24 WEIGHTING THE FACTORS

29

The indicators are combined by weights to arrive at the share proportion of each
Metropolitan, Municipal and District Assemblies (MMDASs). Three scenarios for
weighting are usually presented for consideration.

REVIEW AND INTRODUCTION OF NEW FACTORS

Every year an attempt is made to refine the sharing Formula. At the inception of
the Common Fund, GDP was a major component of the “need factor”. With
passing years, its reliability reduced and had to be dropped. In 2001 the Formula
was further refined with the inclusion of Health Professionals/Population and
Teacher/Pupil ratio.

In 2002, the “Need Factor” was refined with the introduction of Water coverage as
an indicator. This indicator is measured in terms of the percentage of Metropolitan,
Municipal and District Assemblies (MMDAs) population that have access to potable
water.

In 2004, the Need Factor was again refined with the introduction of Tarred Roads
and Nurses/Population ratio. Tarred road was dropped in the subsequent year due
to late submission of data. However, in 2011 the Tarred Roads was reintroduced
with data sourced from the Departments of Urban Roads and Feeder Roads.

11
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These are the two main departments for roads whose activities are carried out at
the Metropolitan, Municipal and District Assemblies (MMDASs) basis.

Responsiveness factor was refined in 2016 with the introduction of Budget
Implementation Status. This indicator measures performance of the MMDASs in
terms of compliance with their budget and budgetary provision.

APPLICATION FOR 2017

District Assemblies Common Fund Budget Allocation for 2017 includes some
Institutional transfers and other National Projects under the initiatives of the
Ministry of Local Government and Rural Development.

The 2017 Formula also includes Reserve Fund, Indirect and Direct Transfers to
MMDASs.

(@) Indirect Transfer
In order not to interrupt programmes planned for the MMDAs, a portion of
the Fund has been set aside to be transferred indirectly to the MMDAs which
eventually improve the lives of the people of each Assembly.

(b)  Direct Transfer
Direct transfer of GHC733.2million has been allocated to the MMDAs as
shown in Tables 9 and 10 in ratios and monetary terms.

12
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3.1 PROPOSALS FOR 2017 - DIRECT TRANSFER
We propose again to use the under listed factors and indicators.

NEED FACTOR

(1) Health
a. Facilities/Population Ratio
b. Health Professionals/Population Ratio

(2) Education
a. School Facilities/Population Ratio
b. Classroom facilities/population
c. Teacher/Pupil Ratio

(3) Water
a. Water Coverage Ratio

(4) Tarred Roads
a. Roads Coverage Ratio

The calculations of these indicators are presented in Tables 1A, 1B, 2A, 2B, 3
and 4.

RESPONSIVENESS FACTOR

1. Revenue Improvement and the calculation of this indicator is presented in Table 5.

2. Budget Implementation Status Ratio and the calculation of this indicator is presented
in Tables 6.

SERVICE PRESSURE

The calculation of the population Density is presented in Table 7.

EQUALITY FACTORS

No indicators are required.

13
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3.2 PROPOSED WEIGHTING SCENARIOS

We present below three different scenarios of weighting. These scenarios are the
same for 2016 with a minor variation on the needs for education.

2017 Proposed Weighting
FACTOR SCENARIOA SCENARIOB SCENARIOC
% % % % %
EQUALITY 35 45 40
NEEDS 48 45 44
Health facility/ 8 12
population ratio
Health Professionals/ 8 )
Population ratio
School facility/ 8 6
population ratio
Classrooms Facility/
Population ratio 6 6
Teacher/Pupils 8 8
ratio
Tarred Roads
coverage 4 4
Water Coverage 6 4
RESPONSIVENESS 12 8 12
Revenue Improve-
ment 6 4
Budget Implemen-
tation Status 6 4
SERVICE PRESSURE 5 2 4
Population Density
100 100 100

14
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PROPOSED WEIGHTING SCENARIOS
We present below three different scenarios of weighting. These scenarios have

been obtained by varying the weights for the Need Factor, Service Pressure,
Responsiveness and the Equality.

2016 Proposed Weighting

FACTOR SCENARIOA SCENARIOB  SCENARIOC
% % % % % %

EQUALITY 35 45 40

NEEDS | 48 45 44

Health facility/ 8 12 8

population

Health Professionals 8 o 8

Education facility/ 12 12 10

population

Teacher/Pupils 10 8 8

Roads coverage 4 4 4

Water Coverage 6 4 6

RESPONSIVENESS 12 8 12

Revenue Improve-

ment 6 4 6

Budget Implemen-

tation Status 6 4 6

SERVICE PRESSURE 5 2 4

Population Density

15
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In 2017 Budget Statement, the approved allocation into the District Assemblies Common
Fund is GHC1,575.9million. The scenarios are therefore applied after allowing for the
Institutional Transfers and other National Projects.

Projections for 2018 and 2019
Projections for 2018 and 2019 amounting to GHC1,968million and GHC2,329million
respectively have been worked out in Tables 11 and 14.

OBSERVATION ON THE SCENARIOS

The comparison shows that under all scenarios most MMDAs had an increase. A critical
examination of the three scenarios indicates that Scenario B is evenly distributed followed
by A.

RECOMMENDATION
We wish to recommend Scenario B where the greater number of MMDASs received their
highest allocations compared to the other two scenarios.

The details of SCENARIO B are as follows:  PARLAENT OF A

% % LIRRAE
EQUALITY
NEED 45
Health 45
Health Facility/ Population 12
Ratio
Health Professional/ 3]

Population ratio

Education

Trained Teacher/

Pupil Ratio 8
School facility/Population ratio 6
Classroom facility/population

Ratio 6

Road
Tarred Roads Coverage 4

16
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Water

Water Coverage 4
RESPONSIVENESS

Revenue Improvement 4

Budget Implementation Status 4 8
SERVICE PRESSURE

Population Density 2 2

—

HON. IRENE NAA TORSHIE ADDO
ADMINISTRATOR JUNE 2017
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