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PROPOSAL ON THE ALLOCATION

BLOCK GRANTS TO LOCAL GOVERNMENT AUTHORITIES FOR HEALTH
Background
In order to ensure that the available resources are shared equitably and efficiently, the Government of Tanzania has envisaged the need to devise a mechanism for allocation of local government grants in an objective and transparent fashion. Under the new approach the health governmental grant for each local government authority (LGA) will be determined by an allocation formula. 

In September 2002, a team from Georgia State University (GSU) was commissioned to develop a system of intergovernmental grants in Tanzania, with an emphasis on recurrent allocations. The team came up with various possible sectoral allocation formulas for health. One formula was based on a formula originally proposed by Ministry of Health (MoH).
   

After consultations with stakeholder ministries, local government authorities, civil society organisations and development partners, consensus converged on the resource allocation formula that is further discussed in Section 1. There is a broad agreement that this formula is acceptable to all parties. 

This policy statement on the local health block grants was drafted by the Health Block Grant Implementation Team (BGIT) in response to a specific request from President’s Office, Regional Administration and Local Government (PO-RALG) and Ministry of Finance (MOF) to participate in the establishment of a Health Block Grant Implementation Team (BGIT) to operationalise the formula based allocation of block grants for local health care.
 An Overarching Block Grant Implementation Team comprising of MOF, RALG and  representatives from each sectoral team has been formed to address the cross cutting issues. 
This policy statement presents an overview of the health resources flowing to the local government level, the sectoral block grant formula for health, the variables and set of data used in the formula, the conditions for the government grant and the reporting and monitoring required. It is expected that this document will be reviewed and updated on an annual basis.
1.0
THE ALLOCATION OF LOCAL HEALTH RESOURCES
1.1 An inventory of local health resources

1.1.0
LGAs receive resources for local health through a variety of budgetary mechanisms. In addition to the recurrent subvention to local authorities for health purposes (budgeted at TSh 48.77 billion for FY 2003-04), LGAs also receive recurrent funding from the donor Health Basket Fund, resources from the Ministry of Health (including funding for drugs) own resources generated by the council, cost sharing (including user fees), and NGO/donor resources.  

1.1.1
Starting January 2004, allocations from the Donor Health Basket Fund will change from US$ 0.50 per capita to become formula based. The new formula for the Health Basket Fund is identical to the government’s block grant formula; the Health Basket Fund will also apply a no-harm clause. Funds from the basket are used for recurrent cost and can not be spent on PE or development expenditure. 

1.1.2
An initial inventory of budgetary funding flows for the provision of local health for FY 2003/04 is presented in Annex A.  
1.2 Size of local health block grant pool

1.2.1
The allocation formula is applied to the total sectoral resource envelope for health, meaning PE plus OC.  The total amount available for OC for each LGA will then be determined as the total grant allocation for that LGA minus the LGA’s PE commitment. The size of the basic block grant pool for local health care is expected to be TSh 48.77 billion for FY 2004-05.

1.2.2
This amount excludes any adjustments to the size of the block grant pool that may result from phasing-in or holding harmless provisions (see sections 2.1 and 2.2 below, respectively).
1.3 Allocation formula for the distribution of local health block grants

1.3.1
The new formula aims to redirect resources to the main priorities in the health sector and to improve health care provision. The application of the formula is in line with the Poverty Reduction Strategy and redirects resources towards poor and rural areas. Furthermore it is in line with the reviewed MoH policy 2002.
1.3.2
The allocation formula applied to the health block grant distributes the grant among LGAs based on four allocation factors:

· Population (70 %)

· Poverty count (10 %)

· District medical vehicle route (10%)

· Under-five mortality (10%)

1.3.3
In recognition of the individual as the main client-recipient of health care services 70 percent of the local health block grant will be distributed in proportion to the population of each district. In addition to the overall population, districts will receive additional resources for three “special needs categories” namely the special needs of poor population (10% of the grant resources), the special needs of rural population (10%) and the needs of local governments with a higher Burden of Disease.
The formula recognizes the higher expenditure needs of rural areas by including the mileage of the route regularly travelled by medical vehicles. As such, the formula takes into account the higher operational cost of delivering health services to a rural population and to scarcely populated areas; including higher costs faced in drug distribution, immunization and supervision
The formula also aims at directing resources (10%) to places with high burden of diseases; here the under-five mortality (U5M) is considered an appropriate proxy for burden of diseases. According to the Burden of Disease Profile the U5M takes up more than 75% of total years of life lost.

More information on the calculation of the allocation factor is included in Annex B.  

1.3.4
In order to assure the stability and continuity of the health block grant system, in principle the Health BGIT proposes to apply this formula without modification for the next three years.

1.4 Data used for the allocation formula

1.4.1
Population data are drawn from the 2002 Population and Housing Census. The Census population data is presented at district-level.

No district-level poverty counts are available in Tanzania. The allocation factor for poverty is therefor an estimate of the number of individuals within a district that live under the basic needs poverty line. The district poverty estimate is computed based on the Household Budget Survey 2000/01, which presents average urban and rural poverty rates, by region. The next Household Budget Survey is scheduled to take place in 2006.

The vehicle mileage data used in the formula is provided by the Central Transport Unit in MoH. Information on mileage is submitted by the districts to the Central Transport Unit. The Central Transport Unit approves the data by consulting maps and calculating distances and they also visit selected districts. It is expected that these routes are relatively fixed and the CTU will revisited them if deemed necessary.

No district level U5M data are currently available. Therefore, local U5M estimates are based on the Reproductive and Child Health Survey from 1999, which presents U5M estimates for urban and rural areas. The UM5 data may be updated when and if accurate and reliable U5M data becomes available from the National Bureau of Statistics based on the Census 2002.  The next Reproductive and Child Health Survey is expected to be carried out in 2004.
1.4.2
When and if an additional local government authority is created, PO-RALG and the Ministry of Finance shall request NBS and MoH to produce updated data for the relevant allocation factors. 

1.4.3
Neither MoH, nor RALG or MOF shall unilaterally modify the data provided by the NBS or any other source for the purpose of allocating health block grants. If and when the accuracy of any data source is in doubt due to the passage of time, NBS shall be requested to produce inter-census updates for the relevant demographic variables. 

2.0
SECTORAL IMPLEMENTATION ISSUES
2.1 Phasing-in of the formula-based allocations

2.1.1
The Coordinating Block Grant Implementation Team (BGIT) proposes that the Local Health Block Grant is phased in over time. Phasing-in the new formula-based block grant approach would prevent potential absorption problems by capping sudden large increases in the level of resources received by LGAs as a result of the introduction of the formula. The proposed phasing-in regime that will be applied states that the total year-to-year increase in sectoral resources that a LGA can receive is subject to a 25% maximum. 
2.1.2
As a result of the phasing-in provision, 25 LGAs are expected to receive less than their formula-based allocation during the initial year of the block grant system.
2.2 Holding LGAs harmless

2.2.1
The Coordinating BGIT further proposes that LGAs are to be held harmless for potential decreases in sectoral funding during the implementation of the Local Health Block Grant. There are solid social, economic, political, and administrative arguments to assure that no LGA would experience a decline in local health resources under the block grant scheme vis-à-vis their current allocation levels.
2.2.2
The overall cost of the holding harmless provision (after taking into account the savings generated by the phasing-in regime) for the Health in FY 2004/05 is projected to be TSh 3.79 billion.
3.0
SECTORAL GRANT CONDITIONS

3.0.1
In budgeting and spending Health Block Grant resources, LGAs should comply with a number of general and specific sectoral block grant conditions (Section 3.1 and 3.2, respectively).
3.1 General block grant conditions
3.1.1
LGAs shall abide by all financial standards and budget procedures as mandated by PO-RALG in the Local Authorities Accounting Manual.
3.1.2
LGAs shall abide by all technical and professional regulations by MoH in the delivery of health services.  The comprehensive council health plan based upon which health block grant will be used shall adhere to the national health policy, national gender policy, and the poverty reduction strategy.

3.1.3
LGAs shall determine the combination of allocations for personnel emoluments (PE) and other charges (OC) in accordance with the objective of efficiently providing local health services in accordance the local health plan.

3.1.4
All LGAs should set their own performance objectives within the context of local health plan, which takes into account national priorities, local conditions, local priorities and the availability of local resources. 

3.2 Specific block grant conditions for OC
3.2.1
The specific block grant conditions are divided into two types of conditions, namely: (1) allocation per cost centre, which guides the allocation of resources by type of provider or level of the health system, and (2) guidelines on the allocation by type of expenditure, such as guidelines on the use of block grant resources on allowance, transport, training and, maintenance. 

	The ranges and guidelines on resource allocation to cost centre



	Cost Centre                       
	Allocation Range within allocation in the Comprehensive Council Health Plan

	1. Office of DMO/MoH


	1. 15% - 20%



	2. Council Hospital /CDH/Regional Hospital

	2.  25%-35%



	3. VAHs (if present)
	3.  10%-15%

	4. Health Centre (public and VA owned)
	4.  15%-20%

	5. Dispensary public and VA owned)

	      5.  15%-20%

	6. Communities initiatives in health

	      6.  5%-10%

	Guidelines

· The health team can allocate within the range given in table above, however the total allocation sum for all cost centres combined should not exceed 100% of total allocation

· The allocation given to each cost centre should not be less than the minimum percentage provided for within that cost centre range

· DMO/MoH office allocation includes distribution and supervision related costs

· Release of funds to Designated District Hospitals and other VA hospitals will be conditional to submission of activity plan by the VA hospital for inclusion in the Council Comprehensive plan during the planning period and signing of Service Agreement between the appropriate Local Government Authority and VA hospital

· Release of funds to the Regional Hospital that serves as Council District Hospital will be conditional to submission of comprehensive Regional Hospital plan to council by regional hospital. Accountability of basket funds by the councils will be through receipt of ERV from the Regional Hospital and submission of copy of quarterly financial and technical reports by the regional hospital to the council which will act as evidence of expenditure of the funds




	The ranges and guidelines on resource allocation by type of expenditure



	Type of Expenditure
	Allocation Range 
	Examples of expenditure 

	Allowances 
	Maximum 25%
	supervision, distribution, outreach, short trainings

	Transport  
	Maximum 20%     
	Fuel for supervision, all other fuel and fares

	Training
	Maximum 10%
	Training at zonal training centres or local short term training

	Minor repairs/maintenance 
	10-20%
	At health facility level, 

	Guidelines 

· The allocation ranges given above is for the overall budget

· Funds can be used for assets when unit cost is less than 2000 USD 

· Funds should not be used for long term and costly training

· Funds should not be used for constructing of buildings

· Purchase of drugs is only allowed when the council has evidence that MSD drug items are out of stock at the time of order. RMO and regional pharmacist should verify and approve the procurement procedure. 
· Funds should not be used for purchase of cars, motorcycles and boats

· Satellite dish or other high sophisticated technical equipment (open for discussion) 




3.3
Special exemptions to specific conditionalities 
3.3.1
For any Council for which specific peculiarities necessitate exemptions to the specific grant conditions, the council should put a written proposal through RHMT/RAS/PORALG for approval before finalization of comprehensive council health plans

4.0
REPORTING AND MONITORING ISSUES

4.1 Sectoral reporting requirements for LGAs
4.1.1
In order to assure national compliance with the grant conditions for Health Block Grants, all LGAs shall comply with quarterly reporting requirements issued by MoH and PO-RALG concerning the following:
a.
Total Health Block Grant spending

b.
Health Block Grant spending on PE

c.
Health Block Grant spending on OC

d.
Health Block Grant spending on district-level administration (DMO)
e.
Health Block Grant spending on each cost centre in the local health system
f.
Health Block Grant spending on allowances, transport, training, and maintenance/minor repairs.
4.2
Sectoral performance measures

4.2.1
In order to monitor and stimulate local government performance in the delivery of local health, LGAs are required to report on and publish their progress towards meeting local performance objectives in health service delivery, such as immunization rates. These performance measures –along with comparative data on surrounding local governments- are to be posted in a public place on notice boards at district headquarters and in all health facilities.
Providing information on best practices and comparative data on local government performance provides local communities with tools to adequately monitor local government service delivery and to hold local government officials accountable for achieving local performance objectives.
ANNEX A
AN INVENTORY OF LOCAL HEALTH RESOURCES
[TABLE IN SEPARATE FILE]

ANNEX B

LOCAL HEALTH BLOCK GRANT ALLOCATIONS FOR FY 2004-05

[TABLE IN EXCEL]

� The first MoH proposal was 50% population, 20% U5MR, 15% poverty, 15% mileage 


�The contents and format of the policy statement follow the scope of work set out for the Health Block Grant Implementation Team by the relevant memorandum from the Local Government Reform Programme (LGRP) on July 8, 2003 (“Implementing a System of Formula-Based Block Grants in Tanzania: Clarifying the Roles of the Different Implementation Teams”).





� Technical Review of Health Services Delivery at district level, March 2003, HERA
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