What is the County Fiscal Strategy Paper?
Module 1, Exercise 1

In this exercise, we look at snippets of the national Budget Policy Statement 2013 and think about what
they tell us, and how they are relevant for the County Fiscal Strategy Paper. Then we will look and see if
this captures everything that is required by law in a short Powerpoint presentation. For each snippet,
we provide guidance on the relevance of this section of the BPS for the production of a County Fiscal
Strategy Paper.

Snippet 1: Page viii

What is this snippet? Why is it important? Is it relevant for the county?
Both levels of government must comply with fiscal responsibility principles which are laid out in the PFM
Act 2012. It is also a requirement that both levels show how their fiscal plans align with these principles.
For this reason, the principles are shown, and then the BPS text makes reference to them. The same
should be true of the CFSP.
Snippet 2: Page 6

What is this section about? Why is it important? Would you have a similar section in the county paper?
This section reviews economic growth performance. It is important for three reasons:
1. Economic growth tells us something about the strength of the economy and therefore how
much we can expect to collect in revenue and how big the budget will be. This is critical at
national level, and important at county level. It is somewhat less important at county level
because in most counties, most revenue comes from the equitable share transfer from national
government rather than local revenue sources.

2. It is giving context for implementation of the current budget. If growth has been less or more
than expected, that might have made it easier or harder to implement the current year budget.
3. It provides information about what to expect in the future. Current and future growth are
related.

Snippet 3: Page 7

What is this about? Why is it important? Would you have it in the county paper?
Similar to growth, this information provides context about implementation of current budget and what
we can expect in the future. Inflation is important because if prices are rising, the budget must also rise
in order to maintain current service levels.

Snippet 4: Page 11

What are we looking at here? Why is it relevant? Would you include it in the county paper?
This table, and accompanying narrative, give a snapshot of budget implementation for the current year.
Remember, this is coming out in February, so we only have actual spending up to the previous quarter.
But 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 five months of the financial year. In other
words, the figures can be interpreted as falling substantially short of target revenue and expenditure,
though revenue is particularly lagging.

Snippet 5: Page 11

Why is this section important? Would you include it in county paper?
This section is providing an update on unexpected challenges in budget implementation in the current
year and plans to manage them. It is important because if we only look at last year’s budget in
formulating this year’s budget, we miss the fact that some of our plans did not work out, and the
assumptions we had last year need to be updated.
Snippet 6:

Why is this section important? How would it be similar or different at county level? What issues might
it address in your county?
This section addresses the fiscal priorities for government. In other words, it is what Treasury hopes to
achieve, rather than what, say, the Ministry of Health hopes to achieve. Here it is about reducing deficit,
debt and wasteful spending, and ensuring adequate resources are still available for infrastructure. At
county level, deficit is not a major concern. Inherited debt may be an issue. What other fiscal issues
might arise? Wage bill issues, share of recurrent versus capital expenditure, reductions in wasteful or
non-priority spending, etc.

Snippet 7: Page 19

What is this? What are we looking for here?
This is one of the most important tables in the BPS, and will be in the CFSP as well. It provides the overall
picture of what we expect to take in and spend. It is what is known as the “envelope,” our projections
of the resources we have to work with in the coming years.
Snippet 8: Page 25

What is this? Why is it important?
This is essentially guidance on areas where the budget should be cut or restrained from increases in
order to create space for priority spending. It is a public statement of the intentions that may have
already been given directly to line ministries in the August circular.

Snippet 9: Pages 25-26

What is the significance of this section of the paper?
This is critical narrative that explains the overall direction of the budget over the medium term at the
level of sector priorities, rather than fiscal 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.
Snippet 10: Page 27

What is this? What role does this play in the budget process?
This is the centerpiece of the BPS and of the CFSP. These are the sector ceilings: the so-called “topdown” 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 be detailed spending within those approved ceilings.

Snippet 11: Page 30

What is this section of the paper? Why is it important?
The last major section of the paper simply highlights the sector ceilings and within sector priorities that
should guide medium-term allocations within the sector. There are similar sections for each sector.

Snippet 12:

Why is this table important?
This section of the BPS is unique to the BPS and will not appear in the CFSP. It is the section that deals
with the transfer of national resources to counties. It is critical for the CFSP, however, because it is the
county’s best estimate of the resources it will receive through the equitable share in the upcoming
financial year.
In addition to this, the county must “align” its CFSP with the BPS as per the law, and this means that the
sector priorities identified in the previous section are also an important input into the CFSP at county
level.

