Module 2 Session 2: Understanding Key Budget Documents
KEY TAKEAWAYS




AN EASY WAY TO ENGAGE WITH THE CFSP IS TO LOOK FOR THE 3’P’S AND 1 ‘C’. THESE ARE
THE BUDGET PERFORMANCE OF THE CURRENT (HALF) FY, FINANCIAL PROJECTIONS FOR
THE NEXT FY, PRIORITIES FOR THE NEXT YEAR AND THE SHARE OF THE BUDGET GOING TO
DIFFERENT SECTORS (CEILINGS) FOR THE NEXT FY.
THE BUDGET SHOULD HAVE THE FOLLOWING COMPONENTS:
 INFORMATION ON RECURRENT AND DEVELOPMENT EXPENDITURE;
 INFORMATION BY ECONOMIC CLASSIFICATION;
 PROGRAMMES AND SUB-PROGRAMMES WITH CLEAR OBJECTIVES AND COSTS

 THE CBROP MUST CONTAIN A REVIEW OF BUDGET PERFORMANCE FOR THE PREVIOUS FY,
AN UPDATE OF THE CURRENT YEAR AND THE PROVISIONAL SECTOR CEILINGS FOR THE
NEXT FY

NOTE ON HOW TO CARRY OUT THE SESSION:
CHOOSE ONE TASK, EITHER TASK 2.2A OR 2.2B, AT ANY PARTICULAR TRAINING
DEPENDING ON THE TIME OF THE TRAINING (IN RELATION TO THE BUDGET CYCLE)
AND THE DEMANDS OF PARTICIPANTS.
TIME OF THE YEAR
FROM JULY TO JANUARY
FROM JANUARY TO JUNE

RECOMMENDED TASK TO UNDERTAKE
TASK 2.2B: CBROP
TASK 2.2A: CFSP

IN BOTH CASES ENSURE YOU EXPLAIN WHAT THE TWO DOCUMENTS ARE AND WHY
THEY ARE IMPORTANT. BECAUSE THESE TWO DOCUMENTS ARE QUITE SIMILAR, WITH
THE CBROP FUNCTIONING LIKE A DRAFT OF THE CFSP, AS EXPLAINED IN THE
PREVIOUS SESSION, IT MAY NOT BE NECESSARY TO GO THROUGH BOTH DOCUMENTS
FOR PURPOSES OF UNDERSTANDING HOW TO READ THEM. THIS IS WHY WE
RECOMMEND CHOOSING ONLY ONE OF THE TASKS.

TASK 2.2A■UNDERSTANDING COUNTY FISCAL STRATEGY PAPERS: BARINGO COUNTY
(CFSP, 2015)
45 MINUTES
TASK OBJECTIVE:
 IDENTIFYING AND UNDERSTANDING KEY COMPONENTS OF THE COUNTY
FISCAL STRATEGY PAPER

RESOURCES NEEDED
 The Budget Policy Statement (BPS) 2015 & 2016 snippets
 The Baringo County Fiscal Strategy Paper 2015
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HOW TO RUN THIS TASK
1. Ask the participants what a CFSP is. Building on what is said, explain in more detail.
2. Indicate to the participants the four components using the 3’P’s and 1 ‘C’. Remember that there is
more in a CFSP than just these four elements, but these are the key issues and once they are
understood, it is easy to read the rest of the paper as well.
3. Ensure you emphasize the importance of the CFSP within the broader budget cycle. This is the
end of the part of the cycle where sector priorities are set and the beginning of the part where the
more detailed line items and programs are selected.
4. Direct the participants to Task 2.2A in their manuals (PM, p.72). Begin with Part 1 and proceed to
Part 2.In Part 1, we identify the 4 key elements in the Budget Policy Statement at national level. In
Part 2 (PM, p.77), we look for the same elements in the Baringo CFSP.
5. In Part 1, ensure the participants look at snippets (aspects that have been cut and pasted) of the
BPS and think about what they tell us, and how they are relevant for the CFSP.
6. In Part 2 of the task, proceed to look at similar sections of the Baringo CFSP and lead guided
discussion of these.
NOTE: You can have people work in groups to look at the BPS and then come back to plenary.
You can then guide them through Baringo CFSP or ask them to work in groups again.
One thing that may happen is that people get lost on the first couple of questions; in this
case, you may need to bring them back for guided plenary to ensure they advance.

BACKGROUND INFORMATION









The CFSP feeds into the subsequent year’s budget and is required under the PFM Act.
It answers TWO main questions: (1) what is the overall size of the budget (revenue, expenditure, deficit,
debt) for the coming year? And (2) what is the distribution of spending at the sector level?
Note: The four key elements of a CFSP which help us to answer the two main questions
are the 3P’s and 1 C: PERFORMANCE, PROJECTIONS, PRIORITIES, and
CEILINGS. There should be data on budget performance for the current year (at
least first 6 months), projections for the coming year (plus 2 years), a narrative
explaining priorities for the coming year (plus 2 years) and ceilings (maximum
amounts) for how much can be spent in each sector for the coming year. This paper
should be aligned with the national objectives in the Budget Policy Statement.
It is prepared by the county treasury and submitted to the County Executive Committee (CEC) for
approval. Once approved, the County Treasury submits the approved CFSP to the county assembly, by
the 28thFebruary of each year. The county assembly in turn has fourteen days to consider and adopt the
CFSP with or without amendments. The county treasury must also make the CFSP available to the
public within seven days of tabling in the assembly.
The county treasury must take into account the views of the public in formulating its CFSP. Generally,
this is supposed to be done through “sector hearings” that occur in January/February. In addition, the
law requires the County Budget and Economic Forum (CBEF), a body that brings together public and
executive, to review the CFSP.
County treasuries must take into consideration the contents of the approved CFSP, particularly the
overall budget and sector ceilings, in preparing the budget for the upcoming financial year.
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TASK 2.2A
(QUESTIONS AND ANSWERS)
Part 1: Budget Policy Statement
Snippet 1, page 32 (BPS 2015)
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What kind of information is contained in this table and why is it important?
This table and the accompanying narrative give a snapshot of budget implementation for the current year
(in this case, this was the 2015 BPS, and the current year was FY 2014/15). The “cumulative budget outturn” means how the budget has performed over the last 6 months cumulatively, or how it has “turned
out.” Remember, this is coming out in February, so we only have actual spending (preliminary estimates,
or “Prel”) up to the end of December, 2014(Current year). This is compared to the estimated values in the
budget estimates (Program estimates or ‘Prog’) up to the end of December. The figures in the column titled
‘Deviation’ give the difference between the preliminary estimates and the program estimates. The figures
of the % Growth gives the percentage growth of the preliminary estimates for the half year ending
December 2014 as compared to the previous half year ending December 2013.
It is important to know how realistic last year’s budget was before we approve this year’s budget. The
targets here are not for the full year, but for the first six months of the financial year. The figures can be
interpreted as showing that we are falling substantially short of target revenue and expenditure. Because
expenditure is lagging by more than revenue, however, our deficit is also smaller than projected. For
purposes of forward planning, we should note which revenue sources are performing particularly poorly or
well, and which expenditure areas. For example, we can see that Excise Duty has performed close to target
and also grown substantially since last year (nearly 18%), while Import Duty is further from target and has
grown little from last year (up 1.8%). As we look at targets for the coming year for these sources, we should
consider what is realistic in light of this performance.
These tables also reveal something about how realistic our targets are. Development spending significantly
falls below the target (over 80 billion); yet actual development spending has grown by32% since this time
last year, which suggests that the target was too ambitious. We should consider this as we plan for next
year.
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Snippet 2, page 39, BPS 2015

What kind of information is contained in this table and why is it important?
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This is one of the most important tables in the BPS, and will be in the CFSP as well. The table provides for
information on the past three years and the next three years. For the three years preceding the BPS 2015,
the following information is provided: For FY 2012/13 the actual revenues and spending (‘Act), 2013/14
preliminary estimates (“Prel”); for 2014/15 the revised projection (“Rev. Proj”). For the upcoming years
the following information is given provisional fiscal projections in the most recent Budget Review and
Outlook Paper (“BROP ‘14”) and the fiscal projections by the BPS 2015.
This table provides the overall picture of the revenues the national government expects to collect and spend
in the coming years (in this case, we are projecting FY 2015/16 and the next two years). It is what is known
as the “envelope,” the resources the national government has to work with going forward. Actual and
preliminary figures for previous years are provided for comparison with the targets for the coming years.
The table also contains changes since the Budget Review and Outlook Paper (BROP). The BROP sets
preliminary projections for the total size of the budget and sector distributions in October of the previous
year. These are updated and finalized in the CFSP. You can see from the table that national government
has slightly reduced expected revenue and increased expected expenditure for 2015/16, leading to a larger
projected deficit. This should raise questions about the sustainability of the proposal and why the national
government is not reducing spending in line with an expected decline in revenues.
Snippet 3: Pages 51BPS 2016

What is the significance of this narrative section of the paper?
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This is critical narrative that explains the overall direction of the budget over the medium term at the level
of sector priorities. In other words, it gives a sense of the services government wants to expand or reduce
in order to achieve its broader objectives, rather than just issues around fiscal sustainability, deficits, etc.
We can tell priorities by the increase/ changes in allocation to particular sectors. In order to tell that some
sectors are prioritized, the BPS should have made direct comparison of previous year (s) and current year
intended allocation to sectors. Priorities identified should match the changes in allocation to the social
sectors (see snippet 4 below).
The snippet does not address changes from the current year. The priorities given in this snippet are very
broad and include almost all sectors. The language is also ambiguous; for example, the focus on capital
investment will be in ‘energy, infrastructure and other development expenditure. Casually indicating social
sectors ‘will continue receiving the bulk of resources’ does not allow readers to see the changes in allocations
since last year or how these sectors fare versus others this year. This section should also contain the
reasoning behind the prioritization among sectors and how this differs from the current year distribution.
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Snippet 4: Page 52(BPS, 2016)

What kind of information is contained in this table and why is it important?
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This is the centerpiece of the BPS and of the CFSP. These are the sector ceilings: the so-called “top-down”
resource envelope that is given to sectors so that they can then make allocations within it to their top
priorities. At county level, counties may choose to work at the ministry level, rather than the “sector” level,
given that there are only 10 or fewer ministries in most cases. But some ministries could be combined for
purposes of sector ceilings. In any case, the heart of the matter is that the ceilings are proposed in the
BPS/CFSP and approved, along with the total resource envelope, by the legislature. The final budget
estimates tabled in April should then provide detailed spending within those approved ceilings.
The key thing we are interested in here is how the share of the budget going to different sectors is evolving
over time. For example, the agriculture sector is seeing a decline of 0.8 percentage points in 2016/17
compared to the current year, while education is seeing an increase of the same amount. This suggests that
education is a priority for 2016/17 while agriculture is not. One can test whether these adjustments align
with the narrative we just reviewed. The rising priority of education is consistent with the narrative, but
the declining priority for agriculture is not. What of other sectors?

PART 2: Baringo County Fiscal Strategy Paper FY 2015/16(February 2015)
For this exercise, handouts specific to the county should be provided to both participants and facilitators.
In this case, the facilitator can refer participants to the Baringo County Fiscal Strategy Paper which can be
found in the Annex of Key Documents.
For question 4, ask the participants to focus on the health and agriculture departments (page 29) to answer.
Now let’s look at the Baringo CFSP (Extract).
1. Performance: Current year budget implementation
Turn to page 15 and 16 to see information on budget implementation. You will see information
about revenue collection. How do you interpret this? Do you see information about expenditure
of the current budget?
Information on revenues are on page 15 (see snippet below), including information on good and
bad performance in terms of local revenue collection. Unfortunately, there are no tables showing
targets versus actuals, or comparisons to the same period from the year before. The CFSP does
indicate areas of particular success and challenge in collection with respect to target, however. For
example, cess performed well; game parks performed poorly. There are no explanations of
performance.
We can also see actual expenditure information on this page. There is information on recurrent and
development expenditure, but it is not against quarterly targets. Generally the information on
performance is very brief and highly aggregated (for example, there is no departmental expenditure
performance). There are no real explanations for performance
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2. Projections: next year’s recurrent and development budget
Now look for the information we looked at in snippet 2: overall revenue and expenditure projected
for the coming budget year. Where is this information? What is the county expecting to raise from
central government and from own sources? How do we know if these figures are reasonable?
Revenue collections estimates are detailed on pages 18 and 19 (see snippet below). The county
expected to raise local revenue of 352 million in FY 2015/16. The CFSP also mentions the equitable
share expected from national government (Ksh 4.41 billion) and the amounts expected in
conditional grants, including free maternal health care and leasing of medical equipment. What we
need to know is whether these figures are realistic. To answer this, we would look at the current
year performance and last year’s performance for local revenue. Note that the target for 2015/16
is actually below the current year target of 372 million. The performance data we just saw showed
that the county had collected 32% of the annual budgeted revenue after six months, and 60% of
the six month target. This might mean that the 372 million for the current year is too ambitious,
which would justify a lower target for next year. It would help to know performance from the
previous year, which is not included here. However, that information can be obtained from the
Controller of Budget. The actual local revenues collected in FY 2014/15 was 249.72 million, which
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is only 67% of the target for the year. While the county would not have had this final year-end
revenue data when it formulated its 2015/16 target, it suggests that the 2014/15 revenue target was
too high and it was sensible to lower it in 2015/16.To determine the equitable share figures, we
need to look at the County Allocation of Revenue Bill 2015(CARB), which should have been the
basis for this figure in 2015. How much does the bill say Baringo should expect? 4.44 billion in
equitable share, which is slightly more than the 4.41 billion mentioned in the CFSP. There are similar
small discrepancies in the conditional grants: the CARB 2015 said Baringo should expect 66.8
million for free maternity, while the CFSP says 66.5 million.
Expenditure forecasts are provided for on page 20. The CFSP gives the projected expenditure for
both recurrent and development. It indicates that there is a projected increase (10%) of recurrent
expenditure from the FY 2014/15 due to the need for recruitment of new staff. Further
explanations for changes in recurrent expenditure, such as Operation and Maintenance costs, are
also discussed. There will be an increase in development expenditure for the FY 2015/16.
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3. Our third snippet above was a narrative explanation of priority spending areas. Do you see this
discussion in the CFSP? What are the priorities and what areas are to receive less so that priorities
can receive more?
The discussion on priorities begins on page 23 with priorities given at the departmental level together
with the cost implications for some of the sector priority projects. For example, in the agriculture
department (paragraph 92), the development expenditure will be spent on a milk processing plant at
20 million, a meat processing plant at 20 million as well as a coffee and macadamia processing plant
at 20M. The degree to which sectors have really prioritized is however questionable, given that the
priority areas are very wide, encompassing almost everything the department could possibly do (see
paragraph 91 in the snippet below).
More importantly, the CFSP should have a discussion on which sectors are being prioritized in the
coming year’s budget, not just what projects within sectors are prioritized. Remember that a sector
priority is a sector whose share of the budget is increasing over time relative to others. While the
Baringo CFSP describes priorities within sectors, no explanation of tradeoffs between sectors is
discussed.
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4. We look finally for the numbers: the sector allocations that are the core of the CFSP. Can you find
these? Are you able to identify the areas getting the highest allocations? Does this match the text
we looked at in Q3?
The CFSP discusses ceilings at a departmental level from page 23 to 47. Annex 1 (see snippet below)
gives a tabular presentation of the departmental ceilings. The table does not contain, as the BPS
does, an indication of the shares that each sector receives of the total budget for comparison with
last year. This is actually what we mean by priorities, however. For example, education received
6.5% of the budget this year; next year, it is set to receive 7.7% of the budget. This indicates that it
is a greater priority this year. Transport, on the other hand, will go from 8.3% of the budget down
to 6.7% of the budget, indicating a declining priority.
In terms of the dominant sectors in the overall budget, we see that the health department continues
to receive the largest allocations followed by the agriculture, livestock development and fisheries
department. There is a decrease from the FY 2014/15 estimates in the youth, gender, labor and social
services department.
Because priorities are only discussed within sectors, it is impossible to tell form the narrative which
sectors are prioritized and why.
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5. Does the document recognize public and other stakeholders input into the final allocations?
Though it is difficult to link public and other stakeholders input to the Baringo CFSP, the
acknowledgements section indicates that there was public participation and other bodies including the
CRA and Council of Governors gave guidance in the preparation of the CFSP. The CFSP presents no
evidence of how these stakeholders affected the preparation of the document. For example, we are not
sure who requested that the transport sector should decline in priority while education rose.

FURTHER READING
i.

ii.
iii.

IBP Kenya et al, “Toward Better County Fiscal Strategy Papers in Kenya: a Review,” June 2014.
This joint policy brief with other CSOs gives 8 questions that help to know what to look at in
every CFSP. Available at
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&cad=rja&uact=8&
ved=0ahUKEwjghsTXzOXLAhXJbRQKHawhB9IQFggnMAI&url=http%3A%2F%2Fwww.int
ernationalbudget.org%2Fwp-content%2Fuploads%2FFormatted-joint-Kenya-CFSPs-JL-FINALexp.pdf&usg=AFQjCNGwC25fLBBBOwvuXW5u4PGXaSlFxw&sig2=xBshVKg3diZebLQEIM
ugqw
IBP Kenya “How to Read and Use a Budget Policy Statement and a County Fiscal Strategy
Paper,” Available at http://www.internationalbudget.org/publications/kenya-how-to-read-anduse-a-budget-policy-statement/
IBPKenya, “Analysis of Budget Policy Statement 2016,” February 2016
http://www.internationalbudget.org/publications/kenya-budget-policy-statement-2016/
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