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Abstract

A public budget is a forecast of government expemes and revenues for the ensuing fiscal yearadswreflects the policy
of the government towards the economy. A budgesocifundamental that it is describe as the singlstnmportant
document of the government in any fiscal year. Tihidbecause, budget management enforces fiscaplitie; fosters
macroeconomic stability, improves the portfolioppbgrammes by rewarding effective and efficientgoammes as well as
builds a culture of performance and accountabilityin the government and its spending units. Tlennobjective of these
study was to investigate the financial factors @ffey budget implementation in Counties in Keny#wén emphasis on the
selected counties i.e. Kirinyanga, Muranga, Nyad &lyandarua. This was to help determine how bsdaet implemented
in Kenya Counties and give recommendations basdihdimgs of the study. The study involved a literat review which
included a review of budget implementation, thdoattreview, an empirical literature in relation tiee previous studies
related to the research and review of the resegaptto be filled. The study also looked into theletion of budget process
from historical to line budgeting and now to thegnamme based budgets with timelines sets in the Rigblic Financial
Management Act of 2012. The study adopt a deseeptesearch design which involve a survey of tHecsed County
Government. The target population was 250 emplogpesad across the entire departments, among dtiner€lerk to
County Assembly, Executive Committee Members and Gbiféters who are accounting officers in varioupaements
and relevant officers who are involved in budgegparation or executions. Where a sample size afeggondents was
selected. Primary data was collected from the saghpbpulation using questionnaires distributecht respondents. The
data provided information that formed the basisdi@cussion and interpretation of the result. Tadrom the study was
analysed using both quantitative and qualitatiehnéues. The findings was presented using tablesase of interpretation
and to enhance clarity and precision. Analysis d@ase using Statistical Packages for Social Scisn{l8PSS) version 24.
The data from the study was analysed using infexlestiatistics, calculations and correlation anialyghere these measures
was compared with the existing literature to ard@ehe conclusion of the study. The hypothesis t@ated using T-test to
obtain the P-values and ANOVA at 95% significancel @ obtain the relation between absorption ratg the tested
variables, i.e. monitoring, government financiayutation, adequacy of finance and organizationadritial policies. The
expected outcome was used to identify which faatstsally influence budget implementation in Countihe main theories
covered are agency theory in relation to good gmmre, stewardship in relation to public partidgratin budget
implementation and capital adequacy, the study dotivat monitoring, availability of financial resaas and financial
policies and government financial regulation afteetiget implementation to a greater extent.

Keywords: budget implementatidrexecution, absorption rate, supplementary budmetm€ial regulation.

CHAPTER ONE

INTRODUCTION

1.1 Background of the study

Budgeting is the basis of the management contraga®in nearly all organizations Hansen et al, 32@0d is traditionally

described as a common accounting tool that orgaoizause for implementing strategies Ostergrenté&nSaker, (2011).

The purpose of budgeting is to give those targetsm@ans financial values, making the progressieastasurable and to
transform the strategic ideas into understandapkrative actions Hanninen, (2013). According to i®ah+Campo and

Tomasi, 1999: 33, the budget provides the meana f@vernment to pursue its policy objectives. Woed stems from the

Middle English word for the king’s purse, ‘budjethich contained the public funds. The budgetingcpss—how public

actors plan for the spending of finite public resms—thus lies at the heart of government activitybudget is a very

important tool for management in all organizatidhserves as a tool for planning and controllihg tise of scarce financial
resources with the aim of achieving organizatiaualls, Schick (1999).

Money management principles has been around asangoney existed, the idea of a budget is a rexxardept, often
attributed to the British monarchy in the 1700’'s.eTparliament was put in place to establish some fof check and
balances. That time, budgeting was mainly selfiagras the first control were put on the militaoythat the King could not
create a force to overthrow the parliament. Howetrengs were rarely written down, no regular rewier any auditing or
reporting. As the budget expanded to include moeasaof government, the idea of a true budget edote mean more
accountability and control. Budget institutions stieam the rise of the modern state in Western Eelioghe 16th and 17th
centuries when the rising costs of warfare werdifgato an increase in taxation. A higher tax bartél to public demand
for greater accountability: citizens wanted a waghsure public funds served public interests. dthesight role came to be
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performed by a parliament containing elected repridives with the responsibility to approve andew the government’s
use of resources.

A government’s forecast of revenue and planned redipgre is laid out in its budget, usually produaedan annual
basis. The budget is enacted into a law by theslkggire, which authorises the government to spendd in accordance with
a set of appropriations. Usually, a collection &MP(Public Financial Management) laws and regutatifurther regulate
how the approved budget should be executed. Kiriagd West (2002), recognized the budget as intrglgsthe key tool
for economic management.

Countries tend to have legislation and regulatitias specify how the budget document should be peepand what
information it must contain. While some rules amedgpices differ between countries and continuelitit dively debate, a
fairly extensive body of ‘best practice’ has emerged with time. An effective budget pursues three objectives; maintaining
fiscal discipline, allocating resources in accoamith policy priorities and efficiently delivegnservices, or ‘value for
money’. Budgets should be comprehensive, transparahtealistic. In order to promote these objestiwebudget should
contain the following elements: a macroeconomim&aork and revenue forecast, a discussion of byatgmities, planned
expenditure and past outturns, a medium-term okiteow details on budget financing, debt and theeguwent’s financial
position, PFM Act (2012).

Preparation of the budget usually takes many moatits involves all public institutions: the Ministgf Finance
manages the process, the Cabinet/President seppmvas the policy priorities, line ministries pland advocate for their
resource needs and the legislature reviews andegpthe final plan. Preparation is at the heathefpolitical process: it is
the decision on how to allocate the state’s limiesburces to competing demands.

A successful budget preparation process combingsidan direction and bottom-up planning. The ouebaidget
envelope and sector/ministry spending ceilings wseally set by the Ministry of Finance and the Catigxecutive in
accordance with policy objectives. These are tr@mmunicated to the line ministries, which are resilale for preparing
their respective sector budgets. Through an itergprocess of review, debate and bargaining, actidased budget is
hammered out. A budget proposal is then presenotdidet legislature, where it is debated and negutiatith the executive
and eventually passed into law.

In past decades, there have been various innosgatidoudget formulation, with the aim of increasthg allocative and
operational efficiency of budgets. These ideas @magdtices warrant special attention, as thereillsastonsiderable debate
among PFM specialists about whether, when and hagplement them, Schiavo-Campo and Tommasi (1999)ded and
Tommasi (2001).

A public budget is a forecast of government expiemes and revenues for the ensuing fiscal yearadswlreflects the
policy of the government towards the economy Ho@2802). According to Pascua, (2005), the budgsbisundamental
that it is describe as the single most importardudeent of the government in any fiscal year. Thidbécause, budget
management enforces fiscal discipline, fosters o@mnomic stability, improves the portfolio of pragimes by rewarding
effective and efficient programmes as well as uddculture of performance and accountability wittiie government and
its spending units.

The broad objectives of public expenditure manageraee to achieve fiscal discipline, allocate resources in a way that
reflect government policy priorities and deliverbfia service effectively and efficiently. The commemts of budget process
include preparation, planning, execution, accownttontrol, reporting, monitoring and evaluationvesl as the existing
legal frameworks. Budget is used as performanceuatiah tools. Budget are therefore merely a colbectf plans and
forecasts, Silva & Jayamaha (2012).

According to GOK (2015), the Public Procurement Ragjon (2006), Public Finance Management Act (20424
Public Finance Management Regulation (2015) apply gnide public entities which include governmentistries,
government agencies, government schools, publieewsities, state Corporations as well as countiéscannty enterprises.
The main objectives for implementation of the fioiah guidelines is to maximise economy, promote jgetition, improve
financial prudence, promote integrity and respatisitof public finance, enhance transparency andoantability, restore
confidence in the procurement process and facilita¢ promotion of the local industry and spur ecoic development.

In 2013, the government of Kenya made another itapoprogress in public financial management refoynadopting
Programme Based Budgeting (PBB). The PBB is accompapiéernised estimates to guide the Ministries, Depants
and Agencies (MDAs), in the implementation of thelget. This is was an important first step and plare underway to
further improve the PBB process especially with rédarprogramme designs, objectives, performancdeatats and annual
targets, C. 0. B (2013).

Kenya in 2010 promulgated new constitution into lamv 27th August 2010. The new constitution intrasthenajor
changes in the country’s governance framework. ¥ #eparture from the earlier system of governamoenfa highly
centralized to a decentralized governance framewmankprising of two levels of government i.e. Thatidnal Government
and 47 County Governments. Previously, the Executiveugh the President and the Cabinet, exercigadfisant political,
administrative and fiscal power control over thaiblzal Governments. This is greatly changed withektablishment of the
County Governments where the former Local Authdsiggome defunct and their services, assets andtlebtaken over by
the County Government, where a County Governmengasiéd by a Governor and a deputy Governor who ¢lesrt they
executive committee members who act in the saned ésva cabinet secretary in the National Goverhmen

Decentralization, as envisaged in the ConstitutdrKenya entails sharing of political, administvatiand fiscal
responsibilities between the National and the Cp@Guvernments.

Political decentralization involved the transfer militical authority to the local level through tlestablishment of
County Governments as well as electoral and pdlitiagty reforms.

Administrative decentralization has led to full partial transfer of functional responsibilities the County
Governments. Functions that have been transfemetheé County Governments include Health care sesyidVater
management, Planning, Public Works and Roads insc@&D, Agriculture, Social services and Early Childdo
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Development, Co-operatives and Industrialisatiorpddenents of lands, Sports and youth polytechmaicmng others. Fiscal
decentralization involves transfer of financial fearity to the County Governments by reducing thed@mms on the
intergovernmental fiscal transfer of resources gndnting the county government's greater authotitymanage the
equalization fund allocated to the counties and génerate their own revenue, G. o. K (2010).

The county budget process refers to the processighrwhich county government prepares, approvesrapments
its budget. In any given year, county budget pre@amsists of three simultaneous activities ofeing, implementing and
planning. As planning for the next year budgetislerway, the previous year’s budget is being reggand the current
budget is under implementation. The budget impldatam consists of various stages , Preparatiocash flow plans by
line departments and county treasury to projectiékiels of expenditure, revenue andtleclease of funds to the county
operation account through warrants; Procurement of goods by departments; Commitment of funds, that is an indication that
funds will be spent on particular goods and sesvimed are no longer available for other purpoBesivery of goods and
verification that they meet the terms of the omiecontract and Payment for the goods and servrielIA(2012)

The county budget execution commences when the t@adssembly approves the budget estimates and twerGor
signs the County Appropriation Act together withe tannual General Warrant addressed to CECM. Aftezivieg the
warrant, Committee member for finance requisitions Withdrawal from county revenue fund through thiice of
Controller of Budget (C. o. B), who gives a grant @fdit to the Central Bank. The county treasury thesrdioates budget
execution by mobilizing resources for funding thedgetary requirements and ensuring proper managemanirol and
accounting of the budgetary resources.

The executive committee member for finance enses&h county government entity has an accountinigeofby
designating the officers as such in line with thedgline of PFMA (2012). The accounting officers te other hand are
responsible for ensuring that butgy resources are used in way that is lawful and authorized; effective, efficient and
economical and also have limited powers to realocappropriated funds. The Controller of Budget oaessthe
implementation of the county budgets by authoriziriihdrawals from the County Revenue fund. Executingntering into
commitments can only be done on projects duly apgtavith effective financial provision in the budgBepartments are
expected to strictly adhere to existing tender @doces and processes in the award of contraciiseimith the Procurement
and Assets Disposal Act (2015), and all expenditsteuld fall within the limit of the Authority timcur Expenditure (AIE).

The PFM Act (2012), provides for quarterly and aareporting by the accounting officers on finahatatements for
their respective entity, receivers of revenue aemeie received and collected and administratoce®oifty public funds. The
consolidated financial statements are to be suediti the Auditor General three months after thee @&ra financial year for
independent review.

While the sector working groups have the functiohenhancing allocation and efficiency, their rolesrlaps with both
the county treasury and county assembly. Furthitical assessment of spending proposals is lackimd)is restricted to the
information submitted from the spending units. Ehisrno explicit mechanism to link spending andation with detailed
policy concern and proposals at the time of buggesentations and/or implementation. The onlyesgsof accounting
information available during the spending yearhis tjuarterly budget review but this publicatiorugually late, Budget
Policy (2016).

There is weak links between resources allocatedpatidy objectives, this is mainly due to weak cd@paamong
MDAs to link resources and policy objectives. Asesult spending takes place with little impact adiqy objectives.
Disjointed reporting, cases of institutional fragitaion between entities to which reports are sttbohi In this case non-
financial and financial information is submitted ddferent entities. These study was seeks tottid knowledge gap by
assessing the effect of budget implementation eolded government functions on County Government.

Budget implementation involves ensuring the proposade in the budget are effected and that progimeosporated
there in are undertaken and implemented effectiviihe members of the public are supposed to fotluege projects and
ensure their proposals are input in the budgetthatithe resources allocated to them are effigieutilized. The county
citizens are able to hold to account the statera@nd county officials who in turn become respemso the interests of the
citizen
1.1.1 Evolution of budgeting system in Kenya
To evaluate the financial performance of any orggtin or institution we need to prepare a buddechvwill evaluate the
financial viability of a chosen strategy, whichfismalized by preparing an annual budget and taée¥ you monitor the
performance against a budget, according to SildbJayamaha (2012), budgets are merely a colleofiptans and forecast.
Shields and Young (1993), states that they refleetfinancial implications of business plans, idfgirtg the amount and
timing of resources needed.

Sharma (2012), indicates that budget as a benchtoatkfor management is used as a task controlpaodides a
comparison of the actual results with the budgetads and to take corrective action if necessauwyiriy budget preparation
procedures, consideration of alternatives coursactibn becomes an essential part and lends tedsed prudence. A
budget allows a goal, a standard of performandegetestablished with subsequent comparison of actsalts with created
standard. It requires those involved to be forwaaking rather than looking back Scott, (2005).

Kenya has gone through various stages of budge¢foyms. This has involved transformation of budgeimethods
from incremental to programme (performance) basgtéting.
1.1.2Line Item Budgeting
Line item budgeting is associated with an inpueoteéd budget preparation process with detailechéx @ontrols and well-
defined appropriation rules e.g. rules regulatindoobidding transfers between line items. Withire toudget, expenditures
are often classified by organisation and econorbieat of expenditure (line item). Line item budggtis defined as the
process of adjusting the budget by a certain agthoal factor regardless of outcomes.

This budgeting system has the advantage that amalfybudgets is relatively simple and budget clesnare gradual.
On the other hand, this system does not providejuade justification for continuation or eliminatiosf government
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spending, does not link government spending toiseswto be delivered, there is no accountabilityrésults, there are no
incentives to reduce costs as well as ignores gjakaith government policy.

This budget type therefore provides little explamatof why the money will be spent or what will Behieved.
Primarily objects of expenditures such as salaniederials and supplies, and goods and servicethareasis for organising
expenditures. Normally amounts spent on line itant staffing levels are described as budgetaryténmFMA (2012).

In the government, the line item budget and iturstcounterpart, line-item control, allow littlepportunity for
flexibility spending and only allows spending incacdance with the approved budget plan. Line itemigets are generally
converted to detailed quarterly and/or monthly sl plans. Accordingly, financial procedures magkmn it difficult to
deviate from the approved plan, Kirira (2013).

1.1.3 Zero Based Budgeting

In the late 1970s, Zero Based Budgeting (ZBB) waoéhtced as an attempt to improve upon the drawbexckmurely
incremental budgeting. ZBB involves costing eachvigti programme or vote from scratch every yeare Bero based
budgeting is not based on the incremental appraadiprevious figures are not adopted as the base.iZ taken as the base
and a budget is developed on the basis of likeiyities for the future period.

In a purely Zero Based Budgeting system all programare evaluated each year and must be justifieddh fiscal year as
opposed to simply basing budgeting decisions oredgiqgus year’s funding level. The fact that resesrbave already been
granted to a programme does not necessarily mesrittehould be continued. The ZBB approach is usedécasional
expenditure reviews, but it is practically impossibo undertake each year for the preparation efahnual budget. Zero
based budgeting is far too complex to undertakafoannual budget submission process, G. 0. K {2010
1.1.4Programme (performance) Based Budgeting (PBB)

One of the models of budgeting system is Performd@ased Budgeting System. According to Robinson aistl (26909),
performance-based budgeting system (PBBS) aims tmiraghe efficiency and effectiveness of publicengtiture. Unlike
other budgeting system, PBBS use the resources toeettgt it can help in achieving the expected ltesaand outcome
based on the targeted area or planning. In simplelsy the PBBS is seen as managing for results MabinBan and
Duncan Last, (2009).

Programme based budgeting is a way that structhedudget information to help decision makers seoamong
alternatives for providing services. This systerasugerformance criteria as the basis for budgetaiions. Allocations are
based on the outputs that a ministry/departmerti@agwants to achieve.

Combining a summary level line item budget with #lements from programme based budgeting and pexfuren
measurement in a medium term framework has beeomerful combination for explaining and justifyinget budget in
Kenya. This manner of budgeting provides a metlooefganising government activities into programnisorganising its
activities in this way, the government can idenéfiernatives for achieving each goal, to deterntiireecosts and benefits for
each alternative, and to select the alternative ithaelieved will maximise benefits, County Budggte@ational Manual
(2014).

Thus programme based budgeting instils real pediona related transparency into the budget by gléaking day-to-
day programme activities with the lgrterm goals of the agency through; Identifying the operational aims of each
programme and activity for the budget year; Budgeting and accounting so that to separate costs and revenues of each
programme are shown; Measuring the outputs and performance of activities so that these can be related to actw/ittosts
and to mandate/strategic objectives of the agency; Using the relevant data to establish standards and norms so that costs and
performance can be evaluated and Government resouan be used moefficiently; and Long term programmes/projects
just like before will be costed for the medium temwith clear targets, outputs and outcomes ovetttee year period clearly
and one can trace the outcomes.
1.1.5Medium term budgeting
Budget preparation under programme budgeting i€bldsked with the Medium Term Expenditure Framek(TEF) in
Kenya. Concretely, the links are the followjripe MTEF aims to provide a clear medium term figumaicy framework — in
particular, concrete objectives in respect to theéget balance and debt — which provide the oveiagotontext of budget
preparation. Under an MTEF, programme expenditstenates must be prepared for the medium term angust for the
coming budget year. The estimation of the budgetlize is a key tool for improving the quality dfet medium term
expenditure forecasts which are integral to the HTEhe MTEF process involves the preparation byistiies of strategic
plans in line with the government’s current priast On the basis of the strategic plans, Ministrieust produce an
integrated budget that reflects the cost of padicPD (2013).

1.2 Statement of the problem
Over the few years of devolution audit reports haited numerous instances of fraud, wastage and pooountability.
There have been cases of money budgeted for dewmetgpprojects being returned to the National treaatithe end of the
fiscal year. Also there is a growing concern thathe total development budget that is disbursetiiarspent do not reflect
the level of development, poverty prevalence oessdo essential services, Office of Auditor Gen@@14/15). Nyageng'o
(2014) carried out a study to identify determinasfteffective budget implementation among locahauties in Kenya. The
results of the study revealed that effective bualyetontrol improves performance of local authesiti

Since the inception of County governments in 20&B8egal election, there was need for more studidsetdone to
establish the effectiveness and efficiency of btatyecontrol and implementation. The reasons ferltiw absorption could
be articulated to include lengthy procurement padoices, stringent donor conditionality and weak répg. Other hurdles
include weak accountability, poor monitoring andcking systems and inadequate project supervidibe. counties had
been allocated Sh261 billion in the 2013/2014 btdghereas Sh160 billion was for recurrent expemdiand Sh100 billion
for development. According to the report, which was first of its kind from the C.0.B, at least 26unties recorded an
absorption rate (actual expenditure as a percemtbgpproved budget) of more than 61 per cent eif tthare of the Sh261
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billion allocated.
Table 1.1 Absorption rate of County Expenditure

Financial year 2013/14 2014/15 2015/16

Absorption rate Rec 82.7% 92.4% 91.9%
Dev 36.4% 62.4% 65.2%
Overall 63.0% 79.1% 80.4%
Benchmark 95% 95% 95%

Source: County Governments Budget Implementation Reew Reports (2016)

Budget implementation has been marred with manylaigés. With the onset of the Counties, there weogegts
initiated by the defunct local Authorities and Hadds allocated to them, some of these projecte een neglected and
remain undone due to lack of a policy framework. @assion of Revenue Allocation (CRA) formulae is fondis to be
released on quarterly basis but the National tryamleases the funds on monthly basis or delayedtd lack of financial
resources. These hinders execution of the budgee gshe implementation of the projects is a rigarpmwcess involving
tendering, selection of projects among other preeeand the delay in disbursements consequentetsinmplementation
of ongoing projects and payment of the same and theurring huge pending bills especially towartle tlose of the
financial year. Another challenge is in the absorptapacity of the monies by the Counties this ¢dag attributed by the
lengthy procurement modalities. It's absurd tma2012, for instances the MDA'S returned more tkah.100 billion to the
Treasury an amount that was nearly equal to thieitef the same year, G. 0. K (2014). Other dadles facing budget
implementation are; Poor or non-existent project and contract managet capabilities; limited County Assembly capacity to
oversee budget implementation, shortages of teahsiaff and weaknesses in the budget classificaystem an example is
when recurrent expenditure is misrepresented adddiad as development or salaries presented asitgins, from the
above data in Table 1.0 it was evident that theeechallenges in budget implementation as themoiyear with 100%
absorption rate or 95% set by the National Treasisra benchmark rate vide Treasury Circular no. AB&NVOL. /(19)
dated ¥ june, 2013 and as a result results to unutilizedifand project executions, because of low abswrmt funds will
influence the entire economy from national, coutfifough constituencies not to let the country teeltsp, it's for these
shortcoming that the researcher intended to agbesghallenges that affect the implementation ofigats in County
Governments.

1.3 Purpose of the Study
The purpose of the study was to access the finkfiaciers that affect budget implementation in @munty Government

1.4 Study Objectives
1.4.1 General Objectives
The main objective of this study was to assesefteet of budget implementation in the county goveents
1.4.2 Specific objectives
i To assess the effect of monitoring on effectivernédridget implementation in Counties
ii. To analyze the effect of availability of financiasources on effectiveness of budget implementaid@ounties
iii. To investigate how organizational financial polgcegfect budget implementation in the Counties.
iv. To determine if government financial regulationfeetf the budget implementation in the counties

1.5 Research Hypothesis

Ho 1: Monitoring has no significant effect on the implertation of budget in Counties

Ho 2: The availability of financial resources hassignificant in budget implementation in Counties
Ho 3: Financial policies has no significant effect oa tudget implementation in Counties

Ho 4: Government financial regulations has no sicgmt effect on budget implementation in Counties

1.6 Justification of the study

The study will be used to inform those charged waitlhigeting in the County Government on the factéfiesciing budget
implementation in Kenya. It will also be benefldia Scholar, authors and other researchers ifigha who will find the
study as a reliable point of reference. In pragctiteding and the suggested recommendation willbendhe relevant
stakeholders in County Government and national goment to formulate strategies which if and whemplemented will
enable them to mitigate budgeting challenges thatdcotherwise comprise the operation in the casnéind more so the
selected County Government.

1.7 Limitation of the study

Counties being formed after the promulgation of remmstitution 2010, no much data or records for camraple as we
entering to their 8 year of operations, so on comparison basis ortpsiry may not be rich. The researcher used skrgn
data from other countries who have adopted thela@ingovernment structure to enrich the researchliffggs and
recommendations.

1.8 Assumption of the study

That all the respondents will answer the questiptime and all questioners will be returned anddftee no time will be
lost in data analysis.
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1.9 Scope of the study

The study was conducted in former Central Provimmesselected Counties to investigate the financielofa affecting
budget implementation in Counties, with a targepuyation of 250 employees cutting across all depants. It was
conducted between the month of December 2016 amdhVZ)17.

CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter contains detailed study of the thsooeagency, stakeholder and capital adequacylatior to governance,
public participation and financial adequacy alsok on government financial regulations. TheorétRaview; Empirical
Review and finally Conceptualization of budget impésration process and its impact on implementatibthe county
budgets and development in the counties. It alsonsarizes the empirical studies from scholars wha ¢earied out their
research in the same field of study and highlighiedresearch gap.

2.1.1 Budget implementation

Budget implementation take place throughout findngéar and it's critical for any institution to germ. It's a public
expenditure policy and the manner in which pubkpenditure are managed would impact on budget im@iteation. It's
the actual execution of the budget and applicatibfunds to the planned activities, Kirira (200Budgeting process is
affected by level of revenues collected and thelabvitity of external resources to bridge the gagsaxriated with the
shortfall. Revenue fall short of projected levellvaiffect budget implementation to the extent thaqiemditures have to be
reduced either development or recurrent budgetéhaffecting service delivery. Budget implementatiovolves ensuring
the proposals made in the budget are effected lamdprograms incorporated there in are undertakehimplemented
effectively. The members of the public are suppasetbllow these projects and ensure their progosaé input in the
budget and that the resources allocated to theneffiogently utilized. The county citizens are aliehold to account the
state actors and county officials who in turn beeaasponsive to the interests of the citizen

Modern financial management demands that we repast performance when allocating new funds, ancbthiget
should speak to how performance has been takeragttount in the proposed budget. Wagithi (2018herkey findings
reveal that whereas the Ministry of Finance, Plagrand Economic Development attempted to makeablailat least 95%
of the budgetary funds to spending agencies, a euwibthem could not spend all the cash made alaildhere are also
weaknesses and lags pertaining as to when cadls lng issued and the when funds are actuallytexethh the accounts of
beneficiary institutions, especially local govermtge The analysis of the report revealed that mapprtant constraints to
enhanced absorption capacity relate to the effigienf government as a whole, as well as issuesnateo individual
spending agencies. For some government spendimgiageparticularly at the local government leveiernal weaknesses
in budget execution are the binding constraint. énfinancial management, these weaknesses include pash
management, inconsistent accounting practices aedkwinternal controls. These was therefore reftecie her
recommendations which are grouped into to the fayr areas -: financial management, planning presggsrocurement
practices, sector capacity and human-resource reareg.

2.1.2 Government Financial Regulations

Financial regulation is a form of regulations opervision, which subjects financial institution ¢ertain requirements,
restrictions and guidelines aiming to maintainititegrity of the financial statements, it may be fouth by the government
or non-governmental organisations. Political wilhcaffect greatly financial regulations. Abdala@@)) argues that state can
come up with weak regulatory agencies to servergsteof a few, regulatory framework can also ctntieé to the
effectiveness of financial regulations. Naidu (2019ates that in Malysia independent agenciegsitimu they are under
influence of ministries thereby compromising thetomomy. Kenya under the new constitution 2010, kdisiaed
independents offices and commissions that are nenmaoversee the budget implementation, revenlozagion and
auditing of public expenditure. Its established i€ffof Controller of Budget which is mandated to seer budget
implementation and authorizes the exchequer rededise commission of revenue allocation that foateithe formulae of
revenue sharing between the National and Countyrgownt, also established the office of Auditor Gahevhich is
mandated to do audits in all governments ministagencies and departments.

The parliaments in august 2012, also enacted aPublic Finance Management Act 2012 (PFM Act), tovide for the
effective management of public finances by Naticarad County Governments, the oversights are edtebli;n the National
Assemblies, Senate and County Assemblies who eaaciug laws, rules, regulations and guidelinesutofmancial affairs
of various departments in their mandate prude®&ppington & Striglitz (1987), negates that theilabdlity of resources
and the legitimacy & credibility of regulating agies also affects the effectiveness of financigltations. An agency that
is perceived as under resourced will find it difficto assert its autonomy and will also strugglgain legitimacy. This has
an effect on the effectiveness of the undertakofghe agency. If these happens then effectiveabfisancial regulations
agencies is compromised.

International Federation of Accountants (IFAC) 19889ms the place of budget in public sector as amseo evaluate
whether resources are obtained and utilized inrdece with the legal requirements and provide adieginformation for
evaluating the government or ‘unit’ performance texms of cost, efficiency and accomplishments. Metie (1999),
advocates a budget as an art or science of batartmmpeting demands for scarce resources at thpodgdik of the
government as it's expected to be a reflection @fegnment policy, priorities, planning & implemetid& process for
delivery of goods and services so as to imprové-leshg of its citizenry.

2.2 Theoretical Review

2.2.1 Agency Theory & Good Governance
The Agency theory is probably the most importaebtly of corporate governance both in private andipwrganizations.
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The theory was developed by Jensen and Mecklinga(18ut originated from the works of Berle and Me#32). Agency
relationship is defined as a situation where ongyfarincipal) appoints another (agent) to perfaenvices on their behalf
and delegates decision making authority to thene. tiderlying premise of this theory is that thosdividuals tasked with
representation of others should ultimately cominé torporate resources to value maximization fose¢hthey represent.
The agents are expected to exercise due diligendecare in making corporate decisions and enswgénterests of the
principal are safeguarded.

An agency problem arises when there is a conffichterest between the agents and the principdis donflict comes
into play when the agent makes decisions and pslisimed at self-benefits without considering wiadtie such policies
have on the principal’s interests. Moral hazard caour when the agents take actions in their owst beerests that are
unobservable and detrimental to the principal. fiteblem also exists when there is asymmetric inétiom where one party
mostly the agent has more information than thecjpad.

Clearly, this model recognizes the agency costingrisom the separation of ownership and contmtsiboth parties
are committing to maximizing their own utilities.dfocates of this theory offer their solutions te@ thgency problem.
Scholars like E. Fama and Jensen recommend sadutioprevent corporate governance failures. Thesemmmendations
include the removal of restrictions on the markétcorporate control to eliminate managements wittsatisfactory
performance and the commitment of company resolwgtsesvhere to reduce the agents’ discretionary posueh as debt-
financed takeovers and leverage buy-outs, Keasey} €997). However, whether the market of corporedntrol is an
efficient mechanism for disciplining management hasn hotly debated. Gugler believes that takecuersiot a complete
mechanism for resolving the agency problems. Ewgdirevidence has showed that hostile takeovers lealg to little
positive or even negative change in firms’ efficgnFranks and Mayer also argue that the marketdguorate control does
not function as a disciplinary devise for poorlyfpeming company, Gugler (2001). According to RaBamaft and Scherer,
there is scant evidence showing improved operaierfprmance after takeovers. The use of debt dtsacts mixed views
since this may cause debt overhang problem or eages management to take excessive risks, Vivé$j20

For the purposes of this study, the citizens arel \thters are regarded as the principal whereaspdfiécians,
bureaucrats and the policy makers are considerebdetdthe agents. The voters in Kenyan counties dézxters and
politicians, put them in positions of power andedgite decision making authority on them. Theseelesadre expected to
make decisions and formulate policies meant toem®e the wealth of the citizens and implement slahs for the
betterment of their living standards.

Sometimes a conflict of interest arises when theaders are elected or appointed in these positiarisseek to
maximize their wealth and serve their own intergather than the interests of the citizens who they supposed to be
serving. This conflict of interest may be solved tgnstant monitoring of decision making, policy rfadation and
implementation by the citizens to ensure theirrggts are put into consideration throughout thecgss. It may also be
solved by offering incentives to good performingaig through re-election, reappointment and gemetalic support. The
poor performers may also be punished through ttokegplacement, dismissal and lack of support Wiy be through
riots and public demonstrations or picketing.

Good governance is a proper application of thelsdegccountability, efficiency, transparency, et€.governance.
Agbude (2011), state that good governance, ataieseto good should not violate the people funddaaieight, should have
equitable resource distribution, with a decenteglipower sharing, enforcement of rule of law armappr accountability of
public funds. Word bank (2001,2006) quoted Agbadd Yartey (2012), rightly emphasising major chemastics of bad
governance while trying to understand where you @amtrast good and bad governance to compriserdagdustenance
private and public resources to enact a framewankdnd government not giving a conducive envirortrf@ndevelopment
to take place by enhancing such laws and regukatidmnich would foster development rather than impeitie or clipper
developments through proper resources allocatiothef national resources, which Kenya now is endthim 2010
constitution by establish the revenue allocatiommeission to equitability share the national cakeo governance
therefore resembles efficiency and operative puddiministration, good decision making and adequaeagement and
control of the national resources, Agbude and Yaf®912), argues that where there is no good gevexm there will be
misappropriate and misuse of public resources hastbeen recently witnessed in the chicken gat& Bind Afya House
scandal in Kenya.

It's important that good budgeting shares the ségatures with good governance .It will entails agaability and
transparency in allocation of both social benefitd burden where tax payers’ money will be usethbge who are not able
to pay tax and enjoy the good service of its gowemt, which will entail the welfare of the genealbf the people rather
than the welfare of particular sector of the sgc@torganization. Selinder (2010), state thatabiecepts of efficiency in the
context of good governance also covers the jusiiegiase of material resources and the protectich@®environment .The
component of good governance is efficiency andcéffeness means the processes and institution peodisults that meet
the needs of the society while making the besbfisesources at the disposal.

United nation (2007), Kaufman and Kraay (2008)testthat to the value of its citizen, the governtmemust
demonstrate effectiveness, efficiency, transpareacgountability and discipline as a major attrébats good budgeting
According to Lasswell (1936), there can be no gbadgeting without good governance because gooérgawce is a
ground to achieving good budgeting. Kenya promelgat new constitution in 2010, this has accelertitedimpetus for
improving governance structures and entrenchingrmes, the researcher therefore tested if monitohiag a significant
effect on budget implementation.

2.2.2 Theory on Capital Adequacy

Anderson (1996), argues that budgeting processegustanagers to take time to create strategiestsasgd goals before
activities begin. Budget preparation helps manageifeeus on the next spending month, quarter aaditiancial year. The
budgeting process forces manager to assess coperdting conditions and aids in forecasting anplémenting changes
needed.
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Adequate availability of financial resources is afi¢he determinants of effectiveness. In Econortliesries, resources
are always inadequate they are scarce with margsrteefulfil them, therefore you cannot attainsats of goals/plans. In
order to finance its projects a government entitaroy organisation need to have adequate accésmtwial resources, and
the management should plan and set a budget higfplementing the projects, Dunk (2001).

According to Hancock (2009), the organisation maikicate adequate financial resources and othectstes that
facilitates effective implementation of projectiese resources should be both financial and pHysésaurces. Obadan
(2008), argues that government should avoid thetatons of allocating huge budgets amounts to epgmed new projects
while ongoing ones are not funded. Only the phdse project that can be completed in a fiscal yaauld be financed.
Counties have been faced with inadequate fundiicl, & priority in the allocation of the funds anlibaating too much of
its funds to the recurrent expenditure rather tenstipulated in the PFMA (2012), of 30% to beedited to development
expenditure and the 70% to the recurrent experditccording to the report from the office of Coléroof budget for
financial year 2014/15 and 2015/16, there has arease in uncompleted projects or abandoned aafb®e counties in
Kenya. There is need for adequate prioritizing byrtties for funding of the ongoing projects so ti@y can be completed
in time and the areas residence achieve the valuthé money on the established projects beforectimemencement of
another new projects. If ongoing projects attramhal funding transparency and accountability wakl and the project
cannot continue with the donor supports ends.

Office of the controller of budget has also blantieel national treasury for late disbursements ofifuto the counties
which either released very late at the closurénafifcial year or are never disbursed. On the gihes counties has failed to
invest in the required infrastructure in form ofeémets, offices and the right manpower with thguieed knowledge to
prudently and efficiently manage the financial rgses therefore leading to lower budget absorpéiod poor usage of
IFMIS platform. According to Kiringai & west (2012)elays occurs in issuing of resources due toresé&en changes in
revenue collection, emergency expenditure and anglé activities which lender a country attractinggé amount of
pending bills. Budgets have to be revised to accodateothe changes which occurs during the finany@at transactions,
therefore a need to have supplementary budget, PEJE2) gives direction on how votes can be adfuatel an allocation
between the votes. Commission on Revenue AllocatA&R)) in every begging of a financial year to set arfalae for
revenue allocation between the National and Cogotyernment according to the poverty level, popatatidevelopment
level, area size indexes and come up with equalizdtind which it publish in the Commission Alloaati of Revenue Act
(CARA).

Budget revision are therefore inevitable, accordm@han (2006), budget must be revised to accomtearteanges
that alter the composition of the budget or wheroeer expenditure is unavoidable. In Kenya budgeparation we focus
more on the expenditure side and look for ways fanchulae’s in forms of Finance Act and other legiin to raise the
revenue to cover the projected expenditure, mosheftime we fail to raise the targeted revenue thedefore ending up
with a deficit budget and tries to come up with wé&y cover the budget hole, Kiringai & West (2002}heir research noted
that forward budgets has not been based on accanateeliable assessments of the aggregate resenvedop, which
damage the credibility of budget process due torisistency in revenue forecasts as actual revetiughbrt of the budgeted
one necessity across the board cuts in the apptegrestimates. In the view of these, the reseaistemtion was to test the
significant of financial availability and governmdimancial regulations effect in the budget impéartation.

2.2.3 Stakeholder’s Theory & Public Participation

The study was also be based on stakeholders’ thebose proponent is Freeman R.E. (1984). The thposjts that

Corporations have stakeholders who benefits or aredéd by, and whose rights are violated or respeoyecorporate
actions. Traditionally, a stakeholder is any grauspindividual who can affect or is affected by thehievement of the
organization’s objectives, Fontaine, Haarman, &wsich(2006). The concept of stakeholders is a gdimatmn of the notion

of stakeholders who themselves have some speaiab tb the firm, Freeman (1984). The organizatioousd be thought of
as grouping of stakeholders and the purpose obtbanization should be to manage their interegsda and viewpoints.
This stakeholder management is thought to be ledfiby the managers of a firm. A common way ofa#htiating the
different kinds of stakeholders is to consider gwf people who have classifiable relationshipth wie organization,
Fontaine, Haarman, & schmid (2006). The main groopstakeholders are: customers, employees, |lomainwnities,

suppliers and distributors and shareholders, Fragd&Miles (2006).

Donaldson & Preston (1995), critique of the stakedis’ theory has concluded that the theory isifjest in the
management literature on the basis of its deseepdiccuracy, instrumental power, and normativeditgi It descriptive
accuracy is grounded on that it presents alaindescribing what the corporation is; a constellation of cooperative and
competitive interests possessing intrinsic vallee Mstrumental power of this theory is based enfdlet that it establishes a
framework for examining the connections, if anytvwm®en the practice of stakeholder management am@adhievement of
various corporate performance goals. In addititre, mormative validity is based on the fact that theory is about
acceptance of the idea that stakeholders are permogroups with legitimate interests in procedumatl/or substantive
aspects of corporate activity regardless of whether corporation has any corresponding function&rest in them.
Secondly, it is posited on the idea that the istisredf all stakeholders are of intrinsic values Itn these bases that
stakeholder’s theory was relevant to budget imptaaten.

Kenya after the enactment of 2010 constitution tedeafter the legislation of new Public Finanditinagement Act
2012, requires that the budget process has toegputhlic participation where the process will bélmhed and publicise in
the Kenya dailies with a wide circulation be itetNational or County government. Pierre and Pe2941() argue that the
government should have capability of collectingoinfiation on preferences of electorate, in the atesenwhich it would be
difficult to allocate resources efficiently. Intational government and non-governmental agencig&zee more and more
that the main reason of many unsuccessful developpmjects was and still is the lack of activefeetive and lasting
participation of the intended beneficiaries. Commuparticipation is an important aspect of theais2030, because, of its
importance in the social and economic pillars isafigtion G. 0. K (2010). It is anticipated that jpgtmaking, public
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resource management and revenue sharing espeaiabvolved funds become key drivers of developmeainmunities
will need to be actively engaged so that thereetseb distribution of resources. In addition tosththere is also a need for a
deepened and enhanced consultation and informskiaring process in the budgeting, implementatiah rmonitoring and
evaluation aspects in development projects, Banadd&ssing (2012).

Barasa and Eising ( 2012), quotes Butterfoss et @ pdstulates that people only participate in preesshat are
beneficial to them, and in instances where the fitsrautweighs the costs that are entailed. Thesfisninclude networking
opportunities, access to information and resoungessonal recognition, skill enhancement and aesefigontribution and
helpfulness in solving community problems. On tltcary the costs they would be required to incaubd include
contribution of time required plus the skills aresources. Thus a balance needs to be made sonthatfart towards
community participation in County Government hasstbenefit for participants where there has bednessed by the low
turnout by failure of County Government to do cigducation or ignorant of the community who don’tnivéo own the
budget by involvement in the making process.

According to K. W. Mugambi & F. S. Theuri (2014)gtparticipative budget has also proved that ttention of having
effective tools of participation and the commitmehthe Government in doing whatever the populatienides is essential
to cut the chains and the bureaucratic barriers daparate the society from the State, forming @ivea and mobilized
citizenship.

Mbai (2003) observes that, holding public officaxcountable will require that there must be valaes norms that
public officials shall be required to adhere to.isThn present day Kenya, is well articulated in ftea Six of the
Constitution on Leadership and Integrity, the Pullificer Ethics Act 2003, the Leadership and InitggAct 2012, and the
Civil Service Human Resource Policy of 2016. He fertbbserves that, holding public officers accouletabll also require
clarity on the kind of retribution that can be apglwhen the prescribed values and norms are regrebd. Holding a
County Government and its public officers accourgaisures that those entrusted with leadershipigrusi public offices,
and public resources adhere to publicly agreed spstandards and goals.

A publication by Institute of Economics Affairs @-Kenya reviews the status of public participatiand existing
county public participation and information disseation frameworks in four counties namely: Isidd@sumu, Makueni and
Turkana. The study examines the constitutionallegidlative provisions on public participation,fiaworks put in place by
respective County Governments that facilitate pi@aion in governance, citizen and civil societydivement in county
governance and information dissemination framewptksn place by the four counties.

In particular, the study reviewed provisions in @enstitution and existing legislation on publictpapation. The study
identified frameworks, including processes andfptats put in place by the aforementioned countyegoments with the
objective of facilitating public participation inogernance processes. The study further assesseehgiarticipation and
engagement in governance. Finally, the study ifledtithe available information dissemination franoeks in the target
counties. The findings in the study informed reca@ndations to county governments for strengthenitizea participation
in governance.

The concept of public participation has been hedldy all democracies as the backbone of demoggatiernance.
Democracy author Spiegel notes that, ‘Citizen Piget@n is the process that can meaningfully tiegpams to people. The
World Bank defines participation as: ‘A process ihieh stakeholders’ influence and share control odevelopment
initiatives, decisions and the resources affedtiregn.

According to ADILI newsletter issue No. 135 pubtiarticipation creates a balance between goverfuinthe people,
and governingy the people. The concept emphasizes on the neathtmee further inclusion and meaningful participati
of citizenry in the process of decision making witovernance structures. Harnessed properly, ppaliticipation has the
potential of playing a significant role and greaihfluencing decision making and ultimately imprevthe governance
process. The makers of our constitution considéned public participation emphasizes on conceps ‘finore heads are
better than one’ leading to productive and suskdéa@hange. Indeed, it is part of a ‘people fit' ‘people centered’
methods of management, which avoids centralizechtukical decision making.

In their paper on public participatiokenya’s best weapon against graft and poor governaR@ncis Kairu and Mary
Maneno notes that public participation aims at dirid the gap between state actors, civil sociatiyape sector and the
general public. The duo notes that a society witavly civic culture participates more in managingirtiaffairs. It is now a
legal requirement to consult stakeholders and niEkeslopment plans and services more responsiveca heeds. The
responsibility has now increased two fold for tverage Kenyan. The rallying call has changed frast j'haki yetu”to
“haki yetu wajibu wangu”’Kenyans now have an opportunity to enhance dewwop and service delivery while
entrenching governance and accountability. The lmabgt not be thrown out with the bath water. ltswnor never and the
merchants of impunity, deplorable leadership atiitacts of a moribund public service must now topsed in their tracks,
the researcher therefore tested the hypothesihehfiancial policies has a significant effectdirdget implementation.

2.3 Conceptualization

This paper has conceptualized the research modeltiae help of the literature review as shown iguré 2.1 below, the
independent variables included while dependentaledei in budget implementation in the County Gowsnt. It is
presumed that the stated independent variablestaffeidget implementation in the county governnieitenya.
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2.3.1 Monitoring and budget implementation

Management should enhance effectiveness and tramgyaby establishing a monitoring team to be imedlin the process
of monitoring and evaluation in budgetary contidencock (2009), once the budget has been impleh¢héy need to be
monitored and controlled to ensure effectivenessnsuring that the budget doesn’t deviate fromhilndgeted expenditure
with the actuals, where there is deviation it neebde addressed. Governance is a mechanism thabacerned with ways
in which all parties interested in the well-beirfgthee firm interested are protected. It attemptensure managers safeguard
the interest of all stakeholders, It's importarattigood budgeting shares the same features witd gowernance .It will
entails accountability and transparency in allaratf both social benefits and burden where taxepaynoney will be used
by those who are not able to pay tax and enjoygthed service of its government, which will entdibtwelfare of the
general people rather than the welfare of particsgator of the society or organization.

2.3.2 Financial availability and budget implementaibn
Financial management can be defined as managertiig finances of an organisation to achieve tharftial objectives of
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that organisation. It consist of financial planniagd control, Osman et al (2006). The study adop&ebles of financial
management practices in budget implementation stingi of internal controls systems, financial rejmgy accounting,
information technology and the oversight authasitibat include Office of Auditor General, Controliefr Budget, Public
Accounts/Investment Committee and the Senate. Témfiies ensures a more accurate & cost effectivewletge to
support decision making, Awe (1997). Increase imgletation in usage of information technology has tie increased
efficiency & effectiveness of service delivery aasla result there is cost reduction, Schelin (2086i)ity to make financial
& management decisions on the basis of accurates&uliinformation emanates from the correct acdognsystems.
Financial and budget monitoring reports should etate and inaccurate, these may led to annuabppation accounts
being delayed and in some respect incorrect, tlaebersely affects the transparency & accountabibtyresources
utilization, Odipo et al (2005). Good financial nagement is responsible for not only protecting, efigying, using
resources, pushing and maintaining economic grawith an increased income, but also managing efédgtail natural
resources.

2.3.3 Financial policies and budget implementation

To successfully execute its activities, an orgdiisaneed to ensure have competent human reso8raeith skills on
efficient & effective means of budgetary controbpess and procedures, Homgren (2002). Silva & Jaan2012), states
that employees plays an integral role in the pmoéplanning, monitoring, control and evaluatidrbodget implementation
which contributes to accountability on the usagéwdget. Participants makes budget realistic andkatxe, to ensure the
budget is successfully implemented, managementteémployees should work together to ensure taatriterest of all
stakeholders are fully represented when makingdegysions involving budget allocations, Simuyu (20Xaranja (2011),
critiques participation of all stakeholders in batlgy process making as too lengthy and time comsyrbut we have to
adhere to public participation in budget makingtasenshrined in the 2010 Kenyan constitution. @d{2005), argues that
councillors do not always formulate strategy thet beneficiary for services delivery to resideriteyt represent these
attributed to lack of capacity, interest, incengigemotivation to do so. Sometimes decisions ardemiaformally or casually
hence it's very difficult for citizen to have andarstanding of standard procedures and for thecim@htation to put it down
in form of actions.

2.3.4 Government Financial Regulations and budgetriplementation

The enactment of the Government Financial Managéeenof 2014 and the PFM Act 2012, Public Finahtkanagement
Regulations 2015 and Public Procurements and Dispga$a?015, and the Establishment of Audit Commitfest 2016,
augmented the aforementioned efforts towards @iz of an effective and efficient public finane@nagement systems
and supportive of public service delivery and sbei@onomic development, which had support from ddyank with a
theme ‘Strengthening Public Financial Management througiti® Economic Development in AfricaMugwe (2011), on
the challenges of budgeting in government ministrecommended the need to reform the financiallagigns for success
in budgeting. Resources are needed to enable theaarits mandate, including capacity to monitodustry performance
and to enforce regulations. The regulator also si@gechave sufficient capacity to deal with inforroatasymmetries and
strategic behaviour by the regulated firms.

Politicians, public analysts and scholars agreedhaell formulated and properly implemented budges the capacity
to promote social-economic well-being of the peppi@ance economic development and support pubdovise
administrations. Government is held accountablthéocitizenry on allocation, custody and use ofestasources through
budget. The above functions are expected to bemeedl in accordance with the established ruledecipsland practices
contained in government financial regulations. Coneé efforts are being made in Africa and otherettgying world
towards maximising benefits accruable from pubfiergling via monumental waves of budget reform$iengublic sector,
World Bank (2012). The needs for these reforms wessitated by perceived unsatisfactory performarien compared
with expectations of the budgetary provisions. Batdg the public sector arise from the need to destrate accountability
with attendant goal of general improvement in tfeedf people.

2.4 EMPRICAL REVIEW
2.4.1 Effect of monitoring on effectiveness of budgénplementation
Evans O. Ondanso (2013), on effect of FinancialdPmance of manufacturing companies in Nairobi Ggutihe study used
a cross sectional research method with a targatlatpn of eighteen (18) manufacturing firms lisiadhe Nairobi Security
Exchange by employing a census survey, found aittkiere are strong positive effect of budgetsioantial performances
measured by return on assets (ROA), the study reemmsnthat effective budget implementation shouldfauditated
through capacity building, robust systems and pm®ee prioritization and a close monitoring & evibra Also the
stakeholders should be involved in the budget di@mtuto enhance the overall budget implementatiBmancial
management systems should be supported in ordersiare prudent management of funds & adequatetigatisin of both
the employees and the public, on best financial agament practices to enhance the oversight roleaddition
manufacturing companies need to establish a stiok@petween the planning process and budget psoces

Wagithi (2013), in her research while investigatfagtors affecting budget implementation on loastharity in Kenya
on focus survey of Nyeri Municipality, with a poptibn of 71 employees cutting across board condugsing questioners
and adopted a descriptive research design the $tushd that there were various challenges facinggbti planning and
control but lack of dynamic structure and lack mtegration were the two outstanding drawbacks. @neffect of integrity
and ethics on budget implementation and contre,study found that there was clear linkage of fngdb outcome with
identifiable performance measures. On the effeclir@ncial availability on budget implementatioretstudy found that
Nyeri Municipal council was seldom successful irsng expenditure prioritization in relation tohéevable equitable
resource allocation and found out that municipaln@il had problems of raising revenue and frequaetrspending in the
recurrent and development budgets. On the effequafity of manpower and motivation, the study fdwut that they had
minimal effects on budget implementation as thencdiensured quality man power by hiring employeessiderably with
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higher education even thou it failed in professiatevelopment and on-job training.

Melek, (2007) did a study on the impact of budgattipipation on managerial performance via orgaional
commitment. He conducted a study on the top 50@sfiin Turkey the results of this study provided wmber of
contributions to management accounting literatyréntproving understanding of budget participatiord aorganizational
commitment affecting managerial performance. Faistording to regression analysis results, thidysguggested that the
effects of budget participation and organizatiosammitment by itself on managerial performance positive and
significant second this study found out that thenaggerial performance scores were found to incredmn the interaction
score between budget participation and organizatiGommitment increase. That is to say high intésadbetween budget
participation and organizational commitment progid@propriate condition, for high managerial perfance. However, the
results indicated that while improving high orgatianal commitment feeling of subordinates in fircas lead to increase in
their performance, low organizational commitmerelifeg of subordinates can lead to decreasing iir fherformance.
Similarly the study supported the hypothesis th#eraction score between budget participation arghrozational
commitment varies according to low and high managg@erformance. As to this while high interactibatween budget
participation and organizational commitment is agged with high managerial performance, low intéom score between
budget participation and organizational commitmismtssociated with low managerial performance.

2.4 2Effect of availability of financial resources on eféctiveness of budget implementation

Financial decentralization, among other thingsenefo the transfer of financial resources fromtieénio local governments
taking into account the responsibilities allocatedhese institutions. This helps local authoritiesnmanage autonomously
their projects in order to promote the welfare lo¢ ttitizens, Manor (1996). To be genuinely suppertof a financial
decentralization process, the basic characters$tauld include: transparency of allocation, prebdity of the amounts
available to local institutions and local autonoafypolicy-making on resource utilization, Hanso®%%). Hence, financial
decentralization refers to downward transfer; byiclwhcentral governments cede influence over budget$ financial
decisions of local government, Atiklt Assefa (1996)

In thesis paper, “Budgetary & Management Control fses on how budget is being used as a tool foragement in
Guinness Nigeria PLC, Amalokwu & Obiajulum (2008)e tstudy described based on qualitative approadts ggimary
data collection research purpose, data analyses itscritique method. The study had 50 respondesume up with a
conclusion that budget could facilitates the creptind sustaining of competitive advantages by lergathe management
functions, i.e. communication and co-ordinationfiration, evaluation, control, decision making,piang and forecasting.
2.4.3 Effect of organization financial policies on bdget implementation
Stillman 11 (2010), describes budgets as politatuments reflecting through the allocation of fsinthe ultimate desires,
interests and power of various groups within thdybpolitic as expressed by elective legislativeibsdin setting up annual
budgets, various political participants engageoim folling comprises and bargains to create a deourthat by and large
mirrors the current priorities of locality, state wation. Budgets are termed as political because dind foremost, they
reflect choices about what services the governmsientild provide and what the citizens are entitteds members of society
and determine who gets what. They also reflectélaive proportion of decisions made for local aedstituency purposes
and for efficiency, effectiveness and broader mulgioals and in relation to this it portrays the réegof importance
legislators put on satisfying their constituentd &gislators willingness to listen to interest gwademands. Budgets on the
other hand provide a powerful tool of accountapitd citizens who want to know how the governmenspending their
money and if government has generally followed rthmieferences, hence linking the citizens’ prefeesnwith the
governments’ outcomes.

A survey conducted by Ambetsa (2004), on Budgetingt@b Practices by Commercial Airline Operating aiséh
Airport, Nairobi indicated that the challenges fhde budget evaluation has deficiencies, lackulif participation of all
individuals in the preparation of the budget araklaf top management support. He further conclubasairlines operate
and use budgets to plan, implement and evaluaiekihsiness performance. All enterprises make plesirsg budgets some
in a systematic and formal way, while others inirformal manner but still have some form of budgeteontrol and
budgetary control practices. Therefore the issumisvhether to prepare a budget but rather hadoti effectively.

Research on Budgeting Challenges on National soeiairy Services (NSSF), by Wamae (2008), aimestuatying
challenges of budgeting process and drawing uplgdiuo be used by an organization and how orgtaiscan effectively
face the budget challenges. In a population of him&rd members and sixteen senior managers whooaoerned with the
budget issues. The researcher collected data wugiegtionnaire, observation and interview as mastriments of data
collection, from the study it found that the orgamtion faced challenges when drawing up budgethibgest including
commitments of various head of departments’ nontakudget seriously leading to giving ambitiousigpet which would
end up not achieving targets, leading to compldiot® the board.

The researcher concluded that budgeting was véegtefe as they served their purpose in assistingontrol in the
NSSF, which is used as a means of communicatingnhgagement at all level of departments. It alsceddihat the
budgeting process faced some challenges which iwabdity to achieve the required value of businésadequate authority
to spend the allocation, cost inflation, poor pdpttion and coordination of the exercise. Theasde recommend all units
of the organisation to be involved in the budgeijaration and enough time is allocated in the peatjoa.

Nyageng'o (2014), carried out a study to identitedminants to effective budget implementation agndocal
authorities in Kenya. The results of the study ade@ that effective budgetary control improved perfance of local
authorities. Serem (2013), established that thera weak positive effect of budgetary control omfqrenance of Non-
Governmental organizations in Kenya measured by Barggat 14.3%. Mwaura (2010), concluded that buadlget
participation affects return on capital employezturn on assets to a great extent. Gacheru (201Bgr study of the effects
of the budgeting process on budget variance in N®Qsenya found out that budget preparation, buglyetontrol and
budget implementation significantly influence butigariance.
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2.4.4 Effects of government financial regulations obudget implementation

In the research by Olanrewaja et al (2010), onsaessment of influence of budget process on bydgéirmance in Kwara
State Government agencies in Nigeria using expl@aurvey design covering 33 ministries and depants adopted a
sampling technique to select a sample of 150 refgmde to who questionnaires were administered ag@ wandomly
selected found out that better awareness of bystgeess has a positive impact on budget implementabtate ministries
and departments adhered to budget guidelines te sotent, has effect in the process of budget ftatian & execution.
The study also observed that there is need to ieptioe level of awareness among stakeholders ogebuehplementation
which could be done through workshops, seminarscgganised by incumbent accounting officers, $oalound out that
state departments need to improve on the levebwiptiance with due process on budget formulatiorm@lementation by
ensuring strict adherence to relevant law guidindget process, and state departments involvednith felease should fast
track the process of release by prompt releaserafsf without compromising the need for its prudesg. The study found
out that existing budgetary process and budgetorgrals should be improved upon within the leganework of the
relevant laws and regulations so as to foster #ieesements of ministries and department’s buddgeatives through
improved budgetary controls. It recommended thatidtvara State government to try to achieve stretationship between
budget & actual expenditure by incurring expenditur line with budget, thereby increasing the eitizavelfare through
improved level of budget implementation.

Emmanuel, Oydoughan et al (2014), in the studyriigee on cash basis of accounting & budget imm@eptation in
Nigeria, conducted through a survey in Rivers, Bayé&ldDelta State, using questionnaire to collectnary data from 130
civil servants as respondents, tested the hypathesng ‘t- test based on the relationship betweash basis & budget
implementation, cash basis & financial disciplimash basis & government expenditure and expendjiateern with
investments inflow, found out that cash basis hag®sitive significant relationship on budget impkatation, investment
option and expenditure pattern in the public sedtalso revealed that the right basis of accauntvhen used can bring
about effective budget implementation which in urasults in economic growth, development & stabilon  in public
sector, it can also bring about follow-up on cdpjjects, the application of the concept of vafae money audit and
observation of law of integrity in the public sect®he study explains the cash basis of accourating affect poor budget
implementation and investment option.

Nkabu (2014), in the study on Factors Affecting &féectiveness of Financial Regulations in Kenya IRuBector,
through a descriptive survey research design wittarget population of 18 ministries and 47 Staten@dv Agencies,
conducted using questionnaires as main tool of caltaction, analysed through a regression motiel study found out that
commitments by the relevant ministries to creatstrang, efficient, capable regulatory agency affeffectiveness of
financial regulations in Kenya public sector to ajeg extent. In its finding it found out that gowerent create weak
regulatory agency that favour certain interest groit also found out that regulatory framework affeffectiveness of
financial regulations in Kenya public sector toraajer extent. It revealed that political interfeze, poor relations between
agency and the regulated firms, state infringingegulatory jurisdiction and appointments of noteaomous individuals
as main cause of ineffective financial regulatiohs.the study, resource availability affects effeetess of financial
regulations in Kenya public sectors to a greatéerexwhich collates with Sappington & Stiglitiz @8, who argued that an
agency that is under-sourced will find it diffictidt assert its autonomy and will struggle to gemitimacy thereby being less
effective. It also found out that availability dh&nces for the regulator, sufficiency of capataydeal with the regulated
firms, poor payments of the regulator agencies eygus & employees being biased towards the reglhaith the interest
of future employment affect financial regulationkenya public sector to a greater extent.

2.5 Research Gap

Decentralization, as envisaged in the ConstitubbrKenya (2010), entails sharing of political, admstrative and fiscal
responsibilities between the National and the CouBbvernments. Political decentralization involvdte ttransfer of
political authority to the local level through thetablishment of County Governments as well agaiglcand political party
reforms. Administrative decentralization has ledfwtl or partial transfer of functional responsitids to the County
Governments. Counties are endowed with various ressurom the National Government share, localmegeand donor
funded projects, they were formed to increase dgveent and bring closer the services to the people.

Empirical studies done has highlighted issues affecting budget implementation that includes among others; lack of staff
capacity, poor participation, poor governance, @tate investments in various systems and str;tiur@ppropriate use of
financial regulations, lack of proper prioritizatiof expenditure, lack of proper mechanisms andméls to collect revenue
hence not achieving the organisational targetsleaing stakeholders not to realise value for thney. It's therefore the
purpose of these study that the researcher interidvestigate the financial factors that affect geidimplementation in
Kenyan Counties.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

Research methodology is a general approach to siyidyiresearch topic. It is the framework underlyting strategy of a

research. This chapter presents the methodologghwhbas used to carry out the study. It describestype and source of
data, the target population and sampling methodslamtechniques that were used to select the sasigd. It also describes
how data was collected and analyzed. The suitablaodology in this study gives the guidelines fdbimation gathering

and processing.

3.2 Research Design
Catharine Hakim (1987) classified descriptive surstydies as typical, or selective. Descriptive aesle method are used
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when the researcher wants to describe specificvimimaas it occurs in the environment. According Mougenda and
Mugenda (2003), a descriptive study is used tordete who, what, when and how a research topic kvlia concern for
this study. A research design is the plan and stre©f investigating so conceived as to obtaimans to research questions
Kothari, (2004). A research design functions asrdsearch blue print for measurement and analysigta. As such, it is
used to show how the major parts of the researcjegdri.e. the samples, measurement of variabieatrhents or controls,
and methods of assignment work together to trydtiress the core research questions.

The purpose of this study was to investigate tlceofa that affect budget implementation, it mearseeks to describe
the phenomena as it exists. Therefore, descripésearch design was deemed to be the most appeoprethod of doing
this research. Various authors recommend the uslesfriptive design, Orodho (2003) state thatiit losa used to produce
information that is of interest to policy makerseavin business. The aspect of survey was basedeofadt that, the study
was conducted at a specific point in time, and rdsmpondents cut across different departments anenmwonment was
changed.

3.3 Target Population

A population is referred to as the entire set tfuant units of analysis or data. Mugenda and Mdgg2003) say that target
population refers to the population to which a aesker wants to study. The targeted populationistetsthe officers who
are involved in the execution of the budget ands¢him involved in the budget making process, timeyude all the chief
officer accorded in the public financial managemant (2012) as the accounting officers includingrkl to the county
assembly and all the executive committee member<{CE) who are the appointed ministers who run thiespective
ministries. It also included senior planning offiovho are involved in budget making process amdnaandated to be
involved in the public hearing and they co-ordinated run the monitoring and evaluation programmeothAer set of
important officer are the senior officers in finendepartment both in the executive arm of govertragd the county
assembly, clerks and members of Public Accountediment/ Committees (PIC/PAC) who are mandated toseeethe
budget execution and act as the watchdog of thécplulmds where the primary data was extracted. dygulation consisted
of 250 respondents in County Government of Nyandadviusiang’a, Kirinyang’'a and Nyeri. Secondary dat@svgought from
Ministry of Planning and Devolution, The Treasusther scholar, books and the internet where coaitation was made on
the budgetary process and budget implementation.

Table: 3.3 Target Population

Category Nyandarua Nyeri Murang’a Kirinyaga  Total % of
Population
Chief officer (Accounting officer) 14 10 14 10 48 .29
Executive committee member (CEC) 10 10 10 10 40 16
Accountants 15 12 11 15 53 21.2
Principal finance officer 3 2 2 4 11 4.4
Internal auditors 7 7 6 4 24 9.6
Planning officer 7 7 5 6 25 10
Clerks to PIC/PAC 4 6 3 4 17 6.8
MEMBER(PIC/PAC) 8 6 11 7 32 12.8
TOTAL 68 60 62 60 250 100

Source: Human Resource Departments Counties (2016)

3.4 Sampling Procedure and Sample Size

Sampling refers to the systematic selection ofvatéid number of elements out of a theoreticallycje population of

elements. The rationale is to draw conclusions athmientire population. According to Orodho (2QQBg ultimate test of a
sample design is how well it represents the charistics of the population it purports to. The magor sampling in this
study was to focus on knowledgeable persons, aresaibility of study population and the greaterespef data collection.A
sample is a subset of the study population Kott{a€ip4). In this respect, therefore, a sample wias calculated from the
study population using Nassiuma’s (2008) formulateswn:-

. NC?
C?+(N-1)e?
Where:
n = Sample Size
N = Population Size
C = coefficient of variation (21% C < 30%)
e= error margin (29 e< 5%)
Substituting the equation:

_ 250(0.3)
n=
03? +(250- 1003
n=71.6

n =72 respondents
The researcher used stratified sampling technigethad of data collection. Strata’s was formed friv@ characteristic of
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the population and the sample of each strata addaising the formula:-

z=a+hxc

Where:-

z- Sample of each strata

a- Population of each strata

b- Target population

c- Sample size
Table 3.4 Sample Size
Category Population Sample size % of Population
Chief officer (Accounting officer) 48 14 19.44
Executive committee member (CEC) 40 12 16.66
Accountants 53 15 20.83
Principal finance officer 11 3 4.17
Internal auditors 24 7 9.72
Planning officer 25 7 9.72
Clerks to PIC/PAC 17 5 6.94
MEMBER(PIC/PAC) 32 9 12.5
TOTAL 250 72 100

Source: Author (2016)

3.5 Research Instruments

The researcher used questionnaires as the mamunmestts for data collection. The questionnairesewfer the budget
formulators, for the budget implementers and ovasseAll questionnaires had both closed and opended questions that
helped in gathering demographic information of #tespondents and information on the factors thagcafbudget
implementation by the method of drop and pick later

3.5.1 Validity of the instrument

Mugenda and Mugenda (2003) define validity as thgree to which results obtained from analysis ef dlata actually
represents the phenomenon under study. In ordempt@ve validity, the researcher ensured thatéisearch instruments are
accurate by making the necessary adjustmentsatetucting a pilot study and ensuring the questaresgetting the right
response to measure what is intended. Informathered was also crosschecked with other sounoessuure authenticity
and accuracy.Pilot study was carried out to vatidae instruments. Based on the analysis of thegstethe researcher was
able to make corrections, adjustments and additiorike research instruments. As a relative laegepde was chosen by
using stratified random sampling, the externaldmjirequirement was fulfilled to some extent, wii®.9% validity.

Table 3.5: Case Processing Summary

N %
Valid 42 60.9
Cases Excluded 27 39.1
Total 69 100.0

a. Listwise deletion based on all variables inghecedure.

3.5.2 Reliability of the instrument

According to Mugenda and Mugenda (2003), reliapilt a measure of the degree to which a reseasthument yields
consistent results or data after repeated trialwmat Tis how consistent the scores are for each oV from one
administration of an instrument to another and fimme item to another. In the study, reliability veasessed by pilot study
whereby equivalent-forms method was used. The ptlady involved 10 per cent of the target poputatibhe pilot test was
done in Laikipia County Government, Ministry of Fitt& and Economic Planning which has same roleadgét execution
as the other County Government. The reliability wested using the Cronbach alpha whereby for thenjedd for
instrument was deemed reliable since the constaitaied alpha greater than @.%0.7) Cronbach's alpha is a measure of
internal consistency, that is, how closely relageset of items are as a group. It is considéveloe a measure of scale
reliability. A "high" value for alpha does not inypthat the measure is unidimensional. If, in additio measuring internal
consistency, you wish to provide evidence that gshale in question is unidimensional and additica@lyses can be
performed. Exploratory factor analysis is one mdthbchecking dimensionality. Technically speaki@gopnbach's alpha is
not a statistical test - it is a coefficient ofiablility (or consistency). Cronbach's alpha is thestncommon measure of
internal consistency ("reliability”). It is most wononly used when you have multiple Likert questioims a
survey/questionnaire that form a scale and you wasthetermine if the scale is reliable. If you aoacerned with inter-rater
reliability.
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Cronbach's alpha Internal consistency
a>0.9 Excellent
0.9>0>0.8 Good
0.8>0>0.7 Acceptable
0.7>0>0.6 Questionable
0.6 >0>0.5 Poor
0.5 >a Unacceptable

Source: Bonett, D. G (2010)

Table 3.6: Reliability Statistics
Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of ltems
.487 .840 35

From the analysis the questionnaires were reliablthe Cronbach’s Alpha based on standardized iegreater than
0.7 at 0.840 and therefor acceptable to make amgseesults that can be relied upon.
3.5.3 Data collection procedure
The researcher obtained permission permit fromNHAEOSTI before collecting data from the sampled vidtlials. During
the administration of the questionnaires, the meses made a brief introduction, explaining theunatand importance of the
study and assuring the respondents of confidetytidlhe respondents were given time to respondhéoquestions in the
questionnaires. The researcher administer questimmto the respondents during pilot study anchreaidy and waited for
them until they are completely filled and then eotlthem. The questionnaire contained two majar sequestions; the first
part addressed the background information whildatter addressed the study objectives. Regardmgttidy objectives, the
data was collected was on a Likert scale. The gpresdire was used to collect primary data fromrésgpondents. Secondary
data was obtained from Ministry of Planning and @etion, The Treasury, other scholar, books andititernet where
correct citation was made on the budgetary promed9udget implementation.
The questioners were distributed as follows, usirgformulae:-

z=a+hxc

Where:-

z- Sample of each strata

a- Population of each strata

b- Target population

c- Sample size
Table 3.7 Distribution of questioners
Category Nyandarua Nyeri Muranga Kirinyaga  Total PRopulation
Chief officer (Accounting officer) 4 3 4 3 14 19.44
Executive committee member (CEC) 3 3 3 3 12 16.66
Accountants 4 4 3 4 15 20.83
Principal finance officer 1 0 1 1 3 4.17
Internal auditors 2 2 2 1 7 9.72
Planning officer 2 2 1 2 7 9.72
Clerks to PIC/PAC 1 2 1 1 5 6.94
MEMBER(PIC/PAC) 2 2 3 2 9 12.5
TOTAL 19 18 18 17 72 100

Source: Author (2014)

3.5.4 Regression diagnostics

Before running the regression model, the followiregression diagnostics were carried in order to renshat the

requirements for regression analysis were met. iHuisided testing for normality, multicollinearignd Heteroscedasticity
as is discussed in the below section.

3.5.4.1 Normality

Logistic regression requires that the assumptionasfality be met. A normality test is used to deiee whether sample
data has been drawn from a normally distributedufadjon (within some tolerance).The Shapiro Willtistics was used to
determine if the response variable followed themmardistribution. The Shapiro-Wilk test for norntglis available when
using the Distribution platform to examine a contins variable.

The null hypothesis for this test is that the danormally distributed. The Prob < W value lisiethe output is the p-
value. If the chosen alpha level is 0.05 and thvalpe is less than 0.05, then the null hypothdsis the data are normally
distributed is rejected. If the p-value is gredtem 0.05, then the null hypothesis is not rejected

The results of this test are presented in figude 3below, the Shapiro Wilk statistics presentedficms that the
response variable follows a normal distribution.

Normality
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Figure 3.1 Normality

A histogram with a normal curve superimposed to stitmgraphical representation of the results ofntienality test
was used. The nature of the normal curve followstaamdard normal probability curve, thus indicatthgt the residuals
follow a normal distribution as required in the O&S§imation of a regression model.
3.5.4.2 Multicollinearity test
Multicollinearity occurs when the t-statistics fthre coefficient are not significant yet the F-stids is significant which
leads to wrong interpretations of regression aiglsesults. The Variance Inflation Factor was usedheck for cases of
multicollinearity among the independent variabl&he variance inflation factor (VIF) was used to ahecases of
multicollinearity. Which gave the results of thestteesult in Table 3.9. The variance inflation ¢acfVIF) values indicate
that there were no cases of multicollinearity ie thata (1.08VIF<1.64), and thus the logistic regression analysidccbe
carried out (Belsleyt al.,1980).
Table: 3.9 Multicollinearity

vi f
Vari abl e VI F 1/VIF
Fi naPol i ci es 1.64 0. 609152
Avai l ability 1.33 0. 750757
Moni t ori ng 1.27 0. 784619
Regul at i ons 1.03 0. 974305
Mean VI F 1. 32

3.5.4.3 Heteroscedasticity

The variance of the residuals is one for regresaiwalysis is expected to be constant. The BreusghfP@ook-Weisberg
test was used to check for Heteroscedasticity @& tbsiduals. The null hypothesis that there wastemxce of
Heteroscedasticity in the residuals was rejecteldhemce the standard error robust procedure wasanaéd out.

Breusch- Pagan / Cook- Wi sherg test for heteroskedasticity
Ho: Constant variance
Variabl es: FinaPolicies Mnitoring Availability Regul ations

4.78
0. 3104

chi 2(4)
Prob > chi2

3.6. Data Presentation

After collecting, data was presented in the formatiies, frequency tables and percentages. Thisdaas by use of the
information obtained from the software statistipackages .Open-ended questions were analysed gqsaligative data
analysis.

3.7 Data Analysis

This involved interpreting data collected from r@sgents when the questionnaires were completetidoyespondents. The
researcher compiled them by use of data editint dading and data tabulation. Data analysis wasedaout by use of
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Statistical Package for Social Sciences (SPSS)ove0 software to obtain descriptive statisticsl &m obtain Inferential

statistics that was compared with the existingdifgre to arrive at the conclusion of the studysd@iptive Statistics (mode,

median, mean, variance, standard deviation) waslaled to describe the factors affecting budgetampntation variables.
The following multiple regression model was used dscertain factors that are significant in predigtibudget

implementation in the Counties.

Y= Bo+ BrXy+ BoXo+ PaXat PaXy +e

Where:
Y = Budget Implementation
Bo = Constant
X1 = Monitoring
X5 = Availability of Finance
X3 = Financial Policies
X4 = Government Financial Regulation
€ = Error Term
B1.B2, B3, Ba = Régression Coefficients for Independent Variables

Table 3.10: Decision Rule Test Table

Obijective/ variable Test Significance Leve DeaisRule
Budget Regression analysig Yo + B1X1+ strong or weak significant effect on budget
implementation BoXo+ BaXst+ X4 | implementation
+e
Monitoring t-test, SD, Mean, 95% level P0.05%, reject null hypothesis, Meafl.5 effective
Anova test therefore reject the null hypothesis. F-cal.> sig.
value, reject null hypothesis
Availability of | t-test, co-effient off 95% level P0.05,reject null hypothesis, C¥0.25 good and
Finance variation, Anova therefore reject the null hypothesis, T eal crit
test reject null hypothesis
Financial Policies t-test, SD, Mean95% level (2-tailed)| $0.05,reject the null hypothesis, Mear2.5
Anova test effective, reject null hypothesis>Z.96 ,reject null
hypothesis
Government t-test, Anova test 95% level sig. (24+>1.96 i.e. if t-cal. > t-critical or , R0.05, reject the
Financial Regulations tiled) null hypothesis

Source: Author (2016)

3.8 Ethical Issues

The researcher sought authorization for the uségafes and tables of other published sources.hEurthe researcher
respected the respondents to the study and fuetiserred confidentiality of any information given tyem. In the study the
researcher refrained from plagiarism and paraphgasithout authentic referencing. Schutt and Ru26I06) alluded that
in carrying out research the researcher must taegudy ethical considerations affecting the pratess

CHAPTER FOUR

RESULTS AND DISCUSSION

4.1 INTRODUCTION

These chapter presents data analysis and finditigea$tudy as set out in the study objectives. ddta was gathered from
guestionnaires as the research instruments. Thdtged the data has been presented in form of tifative, qualitative,
followed by the discussion which involves explaoasi, descriptions & interpretations.

4.2 RESPONSE RATE

Out of the issued questionnaires to the 72 respuad&9 of the respondents returned their questioes filled translating to
95.83% of the response rate, since the contacfexbiofire technical officers involved in budget gaeation, execution and
implementation, they possessed adequate expentitehe implication that their opinion would beliegl upon, thus the
data generated from the questionnaires would evast and sufficiently adequate for the study &sgmted in the below
Table 4.1 on how the returned questionnaires wistalzited and collected.

Table 4.1 Response Rate

Category Nyandarua Nyeri Murang'a Kiriny'aga Total o¥Population
Chief officer (C.O) 4 3 4 3 14 20.29
Executive committee member (CEC) 3 2 2 3 10 14.49
Accountants 4 4 3 4 15 21.74
Principal finance officer 1 0 1 1 3 4.35

Internal auditors 2 2 2 1 7 10.14
Planning officer 2 2 1 2 7 10.14

Clerks to PIC/PAC 1 2 0 1 4 5.80
MEMBER(PIC/PAC) 2 2 3 2 9 13.05

TOTAL 19 17 16 17 69 100

Source: Author (2017)
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4.3 DEMOGRAPHIC ANALYSIS

Table 4.2 Level of education

Frequency Percent Valid Percent Cumulative Percent
1 1.4 1.4 1.4
Secondary 2 2.9 2.9 4.3
\Valid College 16 23.2 23.2 27.5
University 50 725 725 100.0
Total 69 100.0 100.0

From the sample the results show that 72.5% ofébpondents were university graduates, 23.2% wera middle
level colleges and 2.9% were secondary school teave

Table 4.3 Time in current office

Frequency Percent Valid Percent Cumulative Percent
0-2years 16 23.2 235 235
\alid 3-4years 29 42.0 42.6 66.2
5 and above 23 33.3 33.8 100.0
Total 68 98.6 100.0
Missing System 1 1.4
Total 69 100.0

From the results 42% of the respondents have heehei office between 3-4 years, 33.3% have beethénoffice
between 5 years and more and then 23.2% have bélea office between 0-2 years

Table 4.4: Budget planners

|FrequencyPercen Valid Cumulative
Percent Percent

senior managers in finance and planning departments 9| 13.0 134 134
senior manager in all departments 15| 21.7 22.4 35.8

\alid Zzgg)rrtr:qn;?tz;gers and middle-level managers in all 2o 319 328 68.7
all levels in management 211 304 31.3 100.0
Total 67| 97.1 100.0

Missing System 2 2.9

Total 69( 100.0

From the analysis, 31.9% of the respondents sttitat senior and middle level managers in all depants are
involved in budget planning, 30.4% of the responsiémdicated that all levels in management (semanagers, middle level
managers and others staff) are involved in budigetning at the county while 21.7% responded thaiosemanagers in all
departments are involved in budget planning atdbenty and 13% of the respondents indicated thét thre senior
managers in finance and planning departments aodvied in budget planning at the county.

Table 4.5: Budget as management tool

Frequency Percent Valid Percent Cumulative Percent
Yes 55 79.7 82.1 82.1
Valid No 12 17.4 17.9 100.0
Total 67 97.1 100.0
Missing System 2 2.9
Total 69 100.0

79.7% of the respondents were satisfied with budget management tool in the counties and 17.4t#eakspondents
were not satisfied with budget as a managemenindbk counties.

Table 4.6: Budget effectiveness

Frequency Percent Valid Percent Cumulative Percent

Fair 10 14.5 16.9 16.9
Good 37 53.6 62.7 79.7

\VValid very good 11 15.9 18.6 98.3
Excellent 1 1.4 1.7 100.0
Total 59 85.5 100.0

Missing System 10 145

Total 69 100.0

53.6% of the respondents rated the effectivenessidfet as good, 15.9% rated it as very good, 1454 it as fair

and 1.4%rated it as excellent
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4.4: Factors Affecting budget implementation in theCounties

4.4.1 Financial policies

Table 4.7: Agreement level on financial policies eftt on budget implementation

Frequency Percent Valid Percent Cumulative Percent
Strongly disagree 1 1.4 15 15
Disagree 2 2.9 2.9 4.4
. Neutra 3 4.3 4.4 8.8
\Valid
Agree 36 52.2 52.9 61.8
Strongly agree 26 37.7 38.2 100.0
Total 68 98.6 100.0
Missing System 1 1.4
Total 69 100.0

52.2% of the respondents agreed that financiatigsliaffects budget implementation,37.7 strongheed,4.3% of the
respondents were neutral, 2.9% disagreed and kré#gly disagreed that, financial policies affecbediget implementation
in the county governments.
Table 4.8: Agreement level on sufficiency of the bugbt process

Frequency Percent Valid Percent Cumulative Percent
Strongly disagree 1 14 15 15
Disagree 8 11.6 11.9 134
Neutra 12 174 17.9 31.3
\VValid Agree 35 50.7 50.7 82.1
Strongly agree 11 15.9 16.4 98.5
100.0
Total 67 97.1 100.0
Missing  System 2 2.9
Total 69 100.0

50.7% reported that there is sufficient budget psscto enable effective budget implementation i@ tounty
governments, 17.4% of the respondents were ned%#% of the respondents strongly agreed whilé%ldisagreed and
1.4% of the respondents strongly disagreed thae tisesufficient budget process to enable effedbiwvdget implementation
in the county governments.

Table 4.9: Public participation in budget preparation

Frequency | Percent | Valid Percent Cumulative Percent
Disagree 7 10.1 10.3 10.3
Neutra 7 10.1 10.3 20.6
\VValid Agree 35 50.7 51.5 72.1
Strongly Agree 19 275 27.9 100.0
Total 68 98.6 100.0
Missing  System 1 1.4
Total 69 100.0

50.7% of the respondent agreed that there was quphliticipation in budget preparation, 27.5 of tkepondents
strongly agreed there was public participation,1%0.of the respondents were neutral on public ppeion and 10.1
disagreed that there was public participation iddai preparation.
Table 4.10: Agreement level on procurement plans ibud

et implementation

Frequency | Percent | Valid Percent Cumulative Percent
Strongly disagree 3 4.3 45 4.5
Disagree 12 174 17.9 22.4
. Neutra 13 18.8 194 41.8
\Valid
Agree 32 46.4 47.8 89.6
Strongly agree 7 10.1 10.4 100.0
Total 67 97.1 100.0
Missing System 2 29
Total 69 100.0

46.4% agreed that procurement plans were followathg budget implementation, 18.8% of the respotsievere
neutral, 17.4% disagreed, 10.1% strongly agreeddadid strongly disagreed that procurement plan® vi@howed during
budget implementation.
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Table 4.11 capacity and competency of those involvéd budget implementation

Frequency | Percent | Valid Percent Cumulative Percent
strongly disagree 1 1.4 15 15
Disagree 4 5.8 5.9 7.4
. Neutra 8 11.6 11.8 19.1
\Valid
Agree 42 60.9 61.8 80.9
Strongly agree 13 18.8 19.1 100.0
Total 68 98.6 100.0
Missing  System 1 1.4
Total 69 100.0

60.9% of the respondents agreed that the peoplavied in budget preparation and execution haventeessary
capacity and competency, 18.8% strongly agree®%d.1f the respondents were neutral, 5.8% disagraddl.4% strongly
disagreed that the people involved in budget pegjmar and execution have the necessary capacitg@ngetency.
Table 4.12:Internal Control Systems

Frequency Percent Valid Percent Cumulative Percent
Disagree 6 8.7 8.8 8.8
Neutra 9 13 11.8 20.6
\Valid Agree 42 60.9 61.8 824
strongly agree 11 15.9 16.2 98.5
100.0
Total 68 98.6 100.0
Missing System 1 14
Total 69 100.0

60.9% of the respondents agreed that there aregbnimtiernal control systems in budget implementati®5.9%
strongly agreed, 13% of the respondents were rewmlrige 8.7% of the respondents disagreed thaetlaee enough internal
control systems in budget implementation.

Table 4.13: Timeframe for reports preparation and bugjet planning

Frequency Percent Valid Percent Cumulative Percent

Disagree 3 4.3 4.4 4.4
Neutra 3 4.3 4.4 8.8

\VValid Agree 43 62.3 63.2 72.1
strongly agree 19 27.5 27.9 100.0
Total 68 98.6 100.0

Missing System 1 1.4

Total 69 100.0

62.3% of the respondents agreed that there is #@insetframe for reports preparation and budget mtag 27.5%
strongly agreed, 4.3% were neutral and 4.3% disagthat there is a set time frame for reports pegjpn and budget

planning.

4.4.2: BUDGETARY MONITORING
Table 4.14: Financial report and reporting effect on budget implementation

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 1 1.4 15 15
Disagree 9 13.0 11.8 13.2
Neutra 9 13.0 13.2 26.5
\VValid Agree 38 55.1 55.9 82.4
strongly agree 11 15.9 16.2 98.5
100.0
Total 68 98.6 100.0
Missing  System 1 1.4
Total 69 100.0

55.1% of the respondents agreed that financialrtepmnd reporting affects budget implementation9%5 strongly
agree, 13.0% of the respondents were neutral, 18f#e respondents disagreed and 1.4% stronghgaied that financial
reports and reporting affects budget implementation
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Table 4.15: Oversight authorities effect in budgeimplementation

Frequency Percent Valid Percent Cumulative Percent

strongly disagree 1 1.4 1.4 1.4

Disagree 5 7.2 7.2 8.7
. Neutra 5 7.2 7.2 15.9

\Valid

Agree 37 53.6 53.6 69.6

strongly agree 21 30.4 30.4 100.0

Total 69 100.0 100.0

53.6% of the respondent agreed that there werécigmff oversight authorities, 30.4% strongly agree®% of the
respondent were neutral, 7.2% disagreed and 1.4%gty disagreed that the oversight authoritiesenmrfficient to enable
effective budget implementation in the county goveent.
Table 4.16: Effects of IFMIS in budget implementation

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 2 29 2.9 2.9
Disagree 7 10.1 10.1 13.0
Neutra 4 5.8 5.8 18.8
Valid Agree 32 46.4 46.4 65.2
strongly agree 24 34.7 33.3 98.6
100.0
Total 69 100.0 100.0

46.4% of the respondent agreed that IFMIS connigctaffects budget implementation while 34.7% sgignagreed,
10.1% disagreed, 5.8% were neutral and 2.9% syatighgreed that IFMIS connectivity affects budggtlementation.

Table 4.17: Good governance is practice in the Count
Frequency Percent Valid Percent Cumulative Percent
strongly disagree 4 5.8 5.8 5.8
Disagree 5 7.2 7.2 13.0
\/alid Neutra 24 34.8 34.8 47.8
ad Agree 26 377 377 85.5
strongly agree 10 14.5 145 100.0
Total 69 100.0 100.0

37.7 % of the respondents agreed that good goveenarpracticed in the County Governments, 34.8 %eweutral,
14.5 % strongly agreed, 7.2% disagreed and 5.8&hglir disagreed that good governance is practicethé County

Governments.

Table 4.18: Achievement of value for money in budgénplementation due to monitoring

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 1 1.4 15 15
Disagree 5 7.2 7.4 8.8
. Neutra 5 7.2 7.4 16.2
\Valid
Agree 41 594 60.3 76.5
strongly agree 16 23.2 235 100.0
Total 68 98.6 100.0
Missing  System 1 14
Total 69 100.0

59.4% of the respondents agreed that monitorirartieve value for money in budget implementatié@1% strongly
agreed, 7.2% were neutral, 7.2% disagreed and 4tefrigly disagreed that monitoring to achieve vétwamoney in budget

implementation.
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Table 4.19: Residents achievement of value of monigythe project implemented

Frequency Percent Valid Percent Cumulative Percent

Disagree 11 15.9 16.4 16.4
Neutra 10 14.5 14.9 31.3

\Valid Agree 38 55.1 56.7 88.1
strongly agree 8 11.6 11.9 100.0
Total 67 97.1 100.0

Missing  System 2 29

Total 69 100.0

55.1 % of the respondents agreed that the residehtiee counties achieved value of their moneyha projects
undertaken in the counties, 15.9% disagreed, 14M&%e neutral and 11.6 % strongly agreed that teaeace of the
counties achieved value of their money in the mtsjeindertaken in the counties.

Table 4.20: Establishment of Monitoring and Evaluatbn team

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 2 29 29 2.9
Disagree 11 15.9 15.9 18.8
\/alid Neutra 16 23.2 23.2 42.0
Agree 32 46.4 46.4 88.4
strongly agree 8 11.6 11.6 100.0
Total 69 100.0 100.0

46.4% of the interviewees agreed that there aebksihed monitoring and evaluations team, 23.2%weutral, 15.9%
disagreed, 11.6% strongly agreed and 2.9% strafighgreed that there are established monitoringeaatliations team.

Table 4.21: Effectiveness of Monitoring and Evaluatiorieam reports on budget implementation

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 2 2.9 29 2.9
Disagree 12 17.4 17.6 20.6
. Neutra 20 29.0 29.4 50.0
\Valid
Agree 27 39.1 39.7 89.7
strongly agree 7 10.1 10.3 100.0
Total 68 98.6 100.0
Missing  System 1 1.4
Total 69 100.0

39.1 % of the respondents agreed that reports fnomitoring team are effective in budget implemdntgt29.0% were
neutral, 17.4% disagreed, 10.1% strongly agree2a®fh strongly disagreed that reports from monigteam are effective
in budget implementation.

Table 4.22: Alignment of budgets with policy documets

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 1 1.4 15 15
Disagree 3 4.3 4.5 6.0
. Neutra 15 21.7 224 28.4
\Valid
Agree 32 46.4 47.8 76.1
strongly agree 16 23.2 23.9 100.0
Total 67 97.1 100.0
Missing System 2 29
Total 69 100.0

46.4% of the interviewees agreed that budgets lajeea to MTEF, ADP, CIDP and CBROP, 23.2% stronglyeadr,
21.7% were neutral, 4.3% disagreed and 1.4% styalighgreed that budgets are aligned to MTEF, AIDBP and CBROP
4.4.3: Financial availability
Table 4.23: level of agreement if the county colleed targeted local revenue

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 8 11.6 11.6 11.6
Disagree 34 49.3 49.3 60.9
\Valid Neutra 9 13.0 13.0 73.9
Agree 18 26.1 26.1 100.0
Total 69 100.0 100.0
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49.3% of the respondents disagreed that countgatelll the targeted local revenue, 26.1% agree@%d@ere neutral
and 11.6% strongly disagreed that county colletttedargeted local revenue.
Table 4.24: Funds disbursement to Counties on timgbasis

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 9 13.0 13.2 13.2
Disagree 28 40.6 41.2 54.4
. Neutra 12 17.4 17.6 72.1
\Valid
Agree 18 26.1 26.5 98.5
strongly agree 1 1.4 15 100.0
Total 68 98.6 100.0
Missing System 1 14
Total 69 100.0

40.6% of the respondents disagreed that funds iabeirded to counties on timely basis, 26.1% agrégdi% were
neutral, 13.0% strongly disagree and 1.4% stroaghge disagreed that funds are disbursed to ceunti¢imely basis.

Table 4.25 Cash flow management effect on budget ingmentation

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 1 14 1.4 1.4
Neutra 7 10.1 10.1 11.6
Valid  Agree 42 60.9 60.9 72.5
strongly agree 19 27.5 275 100.0
Total 69 100.0 100.0

60.9% of the interviewees agreed that cash flowagament affect budget implementation in the coant?y.5%
strongly agreed, 10.1 % were neutral and 1.4% glyatisagreed that cash flow management affect éuishgplementation
in the counties.

Table 4.26: Timely preparation of financial reports

Frequency Percent Valid Percent Cumulative Percent

Disagree 6 8.7 8.8 8.8
Neutra 11 15.9 16.2 25.0

\VValid Agree 36 52.2 52.9 77.9
strongly agree 15 21.7 221 100.0
Total 68 98.6 100.0

Missing System 1 1.4

Total 69 100.0

52.2% of the respondents agreed that counties mdmancial reports on timely basis, 21.7% strgragreed, 15.9%

were neutral and 8.7% disagreed that counties prdjpencial reports on timely basis that counfie=pare financial reports
on timely basis.
Table 4.27 Budgetary allocation effect on budget inlpmentation

Frequency Percent Valid Percent Cumulative Percent

Disagree 1 1.4 15 15
Neutra 9 13.0 13.8 15.4

Valid Agree 29 42.0 44.6 60.0
strongly agree 26 37.7 40.0 100.0
Total 65 94.2 100.0

Missing System 4 5.8

Total 69 100.0

42.0% of the respondents agreed that budgetargatitm affects budgetary implementation, 37. 7%rsily agreed
13% were neutral and 1.4 % disagreed that budgatigation affects budgetary implementation.

Table 4.28: Timely Budgets preparation.

Frequency Percent Valid Percent Cumulative Percent

Disagree 5 7.2 7.7 7.7
Neutra 3 4.3 4.6 12.3

\VValid Agree 35 50.7 53.8 66.2
strongly agree 22 31.9 33.8 100.0
Total 65 94.2 100.0

Missing System 4 5.8

Total 69 100.0

50.7% of the respondents agreed that budgets apangd on timely basis, 31.9% strongly agreed, fH&#greed and
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4.3% were neutral that budgets are prepared oriytinaesis.

Table 4.29:Prioritization on the Project identifiedto be undertaken

Frequency Percent Valid Percent Cumulative Percent

strongly disagree 1 1.4 1.4 1.4

Disagree 13 18.8 18.8 20.3
. Neutra 12 17.4 17.4 37.7

\Valid

Agree 32 46.4 46.4 84.1

strongly agree 11 15.9 15.9 100.0

Total 69 100.0 100.0

46.4% of the interviewees agreed that there a@ipzation on the identification of projects to badertaken, 18.8%
disagreed, 17.4% were neutral, 15.9% strongly ajgeeed 1.4% strongly disagreed that there are fidation on the
identification of projects to be undertaken.
Table 4.30: Effect of Pending bills on budget impleentation

Frequency Percent Valid Percent Cumulative Percent
Disagree 3 4.3 4.3 4.3
Neutra 3 4.3 4.3 8.7
\VValid Agree 37 53.6 53.6 62.3
strongly agree 26 37.7 37.7 100.0
Total 69 100.0 100.0

53.6% of the respondents agreed that pending afflscts budget implementation, 37.7% strongly adire®3%
disagreed and 4.3% were neutral that pendingdfiéxts budget implementation

4.4.4: FINANCIAL REGULAION ON BUDGET IMPLEMENTATION

Table 4.31: Enactment of Finance Bills

Frequency Percent Valid Percent Cumulative Percent
Disagree 3 4.3 4.3 4.3
Neutra 3 4.3 4.3 8.7
\VValid Agree 37 53.6 53.6 62.3
strongly agree 26 37.7 37.7 100.0
Total 69 100.0 100.0

53.6% of the respondents agreed that the countstettee County Finance Bill /Act on time, 37.7% sglynagreed,
4.3% were neutral and 4.3% disagreed that the gan#cts the County Finance Bill /Act on time.

Table 4.34: Implementation of projects that are nobudgeted in financial year
Frequency Percent Valid Percent Cumulative Percent
strongly disagree 12 17.4 18.2 18.2
Disagree 21 30.4 31.8 50.0
) Neutra 15 21.7 22.7 72.7

\Valid
Agree 15 21.7 22.7 955
strongly agree 3 4.3 4.5 100.0
Total 66 95.7 100.0

Missing System 3 4.3

Total 69 100.0

30.4% of the respondents disagreed that projeetsatte not budgeted in the financial year are implgted, 21.7%
agreed, 21.7%were neutral, 17.4%strongly disagree 4a3% strongly agreed that projects that arebumigeted in the
financial year are implemented.
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Table 4.33: CARA formulae effect on budget implemeration

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 2 2.9 3.2 3.2
Disagree 4 5.8 6.5 9.7
. Neutra 12 17.4 19.4 29.0
\Valid
Agree 26 37.7 41.9 71.0
strongly agree 18 26.1 29.0 100.0
Total 62 89.9 100.0
Missing  System 7 10.1
Total 69 100.0

37.7% of the respondents agreed that CARA formufaeta budget implementation, 26.1% strongly agige4% were
neutral, 5.8% disagreed and 2.9% strongly disagitestdCARA formulae affects budget implementation.

Table 4.34: legal frame work effects on budget implaentation

Frequency Percent Valid Percent Cumulative Percent
Disagree 6 8.7 9.0 9.0
Neutra 10 14.4 134 22.4
Agree 37 53.6 53.7 76.1
\Valid strongly agree 14 20.3 20.9 97.0
100.0
Total 67 97.1 100.0
Missing  System 2 2.9
Total 69 100.0

53.6% of the respondents agreed that legal franteaffects budget implementation, 20.3% stronglyeadr 14.4%
were neutral and 8.7% disagreed that legal framleaffects budget implementation.

Table 4.35: Budgetary timelines in budget implemerttion

Frequency Percent Valid Percent Cumulative Percent

Disagree 9 13.0 13.6 13.6
Neutra 11 15.9 16.7 30.3

Valid Agree 31 44.9 47.0 77.3
strongly agree 15 21.7 22.7 100.0
Total 66 95.7 100.0

Missing  System 3 4.3

Total 69 100.0

44.9% of the respondents agreed that budgetaryitiesearea followed in budget implementation, 21.g&eongly

agreed, 15.9% were neutral and 13.0% disagreedbtigatetary timelines area followed in budget impetation.

Table 4.36: Authority to re-allocate fund

Frequency Percent Valid Percent Cumulative Percent

Disagree 5 7.2 7.6 7.6
Neutra 6 8.7 9.1 16.7

\VValid Agree 35 50.7 53.0 69.7
strongly agree 20 29.0 30.3 100.0
Total 66 95.7 100.0

Missing  System 3 4.3

Total 69 100.0

50.7% of the respondents agreed that the requindltbity is sought in case of fund reallocation,@®8 strongly
agreed, 8.2% were neutral and 7.2% disagreedhitbattjuired authority is sought in case of fundlaeation.
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Table 4.37: Establishment of County Budget Economic Fam

Frequency Percent Valid Percent Cumulative Percent
Strongly disagree 4 5.8 6.1 6.1
Disagree 15 217 22.7 28.8
. Neutra 13 18.8 19.7 48.5
\Valid
Agree 23 33.3 34.8 83.3
strongly agree 11 15.9 16.7 100.0
Total 66 95.7 100.0
Missing  System 3 4.3
Total 69 100.0

33.3% of the respondents agreed that the counties éstablished County Budget Economic Forum, 21.is%gceed
18.8% wee neutral, 15.9% strongly agreed and 5i88hgly disagreed that the counties have estalulisbeunty Budget
Economic Forum.

Table 4.38: Establishment of County Internal Audit Canmittee

Frequency Percent Valid Percent Cumulative Percent
strongly disagree 7 10.1 104 104
Disagree 12 174 17.9 28.4
Neutra 9 13 11.9 40.3
Valid Agree 30 435 44.8 85.1
strongly agree 9 13.0 134 98.5
100.0
Total 67 97.1 100.0
Missing  System 2 2.9
Total 69 100.0

43.5% of the respondents agreed that countiesdstablished Internal Audit Committee, 17.4% disadre.3.0% were
neutral and 10.1%strongly disagreed that countiee lestablished Internal Audit Committee, 17.4%gtisad
4. 4.5 Regression Model
To explain the factors affecting budget implemeatathe study used multiple regression model offtinmm

Y= Bo+ BrXyt+ BoXot BaXat BaX4 +e

Where: Y = Budget Implementatioft, =Constant, X=Monitoring, X;=Availability of Finance, %=Financial Policies,
X,=Government Financial Regulation=Error Term; B, B3, P4 = Régression Coefficients for Independent Variablés
findings are presented in Table. 4.39
Table 4.39: Regression Model

Budget ef f e~s Coef . Std. Err. t P>t [95% Conf. Interval]
Fi naPol i ci es . 447087 . 2422159 1.85 0.073 -. 0428409 . 9370149
Moni toring -.0663578 .0935026 -0.71  0.482 - . 2554846 . 1227691
Avail ability . 5092117 . 309045 1.65 0.107 -. 1158907 1.134314
Regul ati ons -.0371992 . 0940227 -0.40 0.695 -.227378 . 1529796
_cons -.9655696 1.006481 -0.96 0.343 -3. 001369 1.07023

Absorption Rate = 0.447087(Financial Policies) -663578(Budget Monitoring) + 0.5092117(Financial Aahility) —
0.0371992(Financial Regulations)-0.9655696(consta2ty 1828 (error term)
Y =-0.966-0.372x+0.509%-0.664%+0. 447%+2.71828

70



Research Journal of Finance and Accounting
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online)

Vol.9, No.1, 2018

www.iiste.org

i

Table 4.40 : Decision rule test results

Obijective/ Test Sig Decision Rule Comments
variable Level
Budget Regression Y =-0.966-0.372x Financial regulation has a weak significance ongetid
implementation| analysis +0.509%-0.664x%+0. implementation with a correlation of -0.0372, fic&i
447%, policies a strong positive correlation of 0.4471,
financial availability strong positive correlatioat
0.509 and budget monitoring with a weak negative
correlation at -0.0664
Monitoring t-test, SD, 95% P>0.05%, reject null Since P0.05, we reject null hypothesis. Mean has a
Mean, hypothesis, Mean of mean of 3.831therefore greater than 2.5 and therefo
covariance, 2.5, Cow0.25effective| effective, Cov 0.25 is less than 0.25, and we rdjeet
ANOVA reject the null| null hypothesis and concluded that monitoring has
test hypothesis., T-critical significant effect in budget implementation. T-dal
>1.96 reject the null 35.388 which is greater that t-critical therefgeot the
hypothesis, F-cab F- | null hypothesis. F- Calculated is 0.954 which isles
critical then significant than F-critical 2.05 and therefore not significamtd
reject null hypothesis | we fail to reject null hypothesis that it has sfgmint
effect in budget implementation.
Availability of | t-test, 95% 0.1,reject null| Since p- calculated is less than .01, we rejectntile
Finance Mean, hypothesis, mean 2.5, hypothesis. Mean of 3.618125 greater than 2.5, Cov
covariance, c0<0.25 good and 0.07625 less than 0.25, T-cal is 35.732, therefore
ANOVA therefore reject the null effective we reject the null hypothesis and conetud
test hypothesis, T-critical that availability of finance has significant effecin
>1.96 reject the null budget implementation. F- calculated is 2.601 whsch
hypothesis, F-cak F- | greater than F-critical 2.11 and therefore sigaiit
critical then significant] and we reject null hypothesis, and concluded thzas
reject null hypothesis | significant effect in budget implementation
Financial t-test, 95% P<0.01,reject the nul|l Since p- calculated is less than .01, we rejectntile
Policies Mean, level hypothesis, Mear»2.5 | hypothesis. Mean is3.611 greater than 2.5 therefore
covariance,| (2- effective, Cow0.25 | effective, T-cal is 35.9625which is greater thaf6],
ANOVA tailed) | reject null hypothesis, we reject the null hypothesis and concluded that
test T-critical >1.96 reject| financial policies has significant effects in butge
the null hypothesis, F} implementation F- calculated is 2.07 which is ldsmn
cal > F-critical then| F-critical 2.18 and therefore not significant ane fail
significant reject null| to reject null hypothesis that it has significaffeet in
hypothesis budget implementation.
Government t-test, 95% Cow0.25 , P| t-calculated is 23.238which is greater than 1.96y C
Financial covariance,| level <0.05,mean >2.5| 0.2213is less than 0.25 , mean is 3.7151 which is
Regulations mean, sig. (2- | effective, T-critical | greater than 2.5, therefore critical we reject thal
ANOVA tiled) >1.96 reject the null hypothesis and concluded that governments finarjcial
test hypothesis, reject theregulations has significant effect in budget
null hypothesis, F-cat | implementations. F- calculated is 0.597 which ssle
F-critical then| than F-critical 2.12 and therefore not significamd
significant reject null] we fail to reject null hypothesis that it has sfigmint
hypothesis effect in budget implementation

Source: Author (2017)

CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMEDATIONS
5.1 Summary of the study
This chapter presents a summary of the findingsftbe results of the study and the conclusion nthdee in, it also
presents the recommendations made by the researcher

The purpose of the study was to investigate firarfeictors affecting budget implementation in Kef§aunties. The
study aimed to achieve the following objectives:-

i)
i)

Counties

ii)

iv)

To assess the effect of monitoring on effectiverndé¢ridget implementation in Counties
To analyze the effect of availability of financietsources on effectiveness of budget implementdtion

To investigate how organizational financial pol&cegfect budget implementation in the Counties.
To determine if government financial regulationfeetf the budget implementation in the counties

The study found out that about 31.9% of those we®lin budget preparation are in senior and mitkiel managers
and 30.4% indicated that all level of managemeimvslved, it shows that budget preparation isusale of all which add
up to 62.3% and therefore has a greater level dfjbuownership among all departments of the cosinBadget is used as a
management tool with 79.7% agreeing with a managenmo| and 53.6% said budget that are presentedyeod and
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therefore effective.

5.1.1 Financial policies results

On level of agreement on financial policies effect budget implementation 52.2% of the respondegtsea that the
policies affect budget implementation with 37.7%8gly agreeing. There is a strong responsive datipparticipation with
50.7% of the respondents agreeing while 27.5% glyoagreed which sum up to 78.5% views that puldimvolved in
budget preparation. On procurement plans beingadido the budget 46.4% agreed and 10.1% stroggéed adding up to
56.5% of agreements following the recommendatiothefOffice of Controller of Budget that procuremeldns and cash
flows have to be aligned to the budget to avoidhdpey with a plan.

On staff capacity and competence, 60.9% of theoredgnts agreed that people involved in budget patpa and
execution has the required capacity and competandel8.8% strongly agreeing on it which totalled?7®7% although it
need to enhanced to be fully competence and exdtithe required capacity in field of operation. Ggumas put internal
control mechanism having 60.9% of the respondegrtseing that they have been put in place and 188hgly agreeing,
although 8.7% of the respondents disagreed thes® giat there are some weakness as they are nhgirfdf and some
funds might be syphoned or misappropriated usiege loopholes. The budget time frames are foliowith 62.3% of the
respondents in agreement and 27.5% strongly agreeiding to a total of 89.8% which a commendablellbaving in mind
that devolved government functions are the newnbehild in Kenya government after promulgation 6@ constitution. It
had a mean of 3.611 which is an indication of hgnansignificant effect in budget implementationtwé weak positive
correlation of 0.4471 and F-calculated of 2.0697cWwHed to reject of null hypothesis and adoptifigraative hypothesis
that financial policies has effect in budget impésration.

5.1.2 Budget monitoring results summary

On monitoring as a factor that effect in budgetlenpentation the researcher found out that finarmeipbrts and reporting
affect budget implementation with 55.1% of the mgfents agreeing and 15.9% strongly agreeing, tteasde joined with

the improvements of staff capacity and competemeesthey are the one involved in drawing the bislged financial

reports. There are reported sufficient oversigtthaity with 53.6% of the respondents agreeing 80d% strongly in

agreement which a commendable level to improveealchnd balance between the executive and legislasothe executive
are daily manager of public resources and oversgttiority as watchdogs of public monies and ig®a components of
good governance.

IFMIS connectivity affect budget implementation wi#6.4% of respondents agreeing and 34.7% stromglgeing,
these is a major challenge as the national goverhhraes continuously insisted on its usage whichshasvn a high level of
failure at 81.1%, it should be a reliable systenhwiase of operation and efficiently in guardinglfiuresources rather being
a hindrance in its operation. Good governanceastiged to some extent at around 52.2%, with 37ag#eing and 14.5%
strongly agreeing, while a good number 34.8% beizgfral on their view.

On whether monitoring achieve value for money, 99.df the respondents were in agreement with 23.1% e
respondents strongly agreeing, which also looked/loether residents achieve value for money on prajeplemented and
money allocated to the counties, 55.1% of the nedeots agreed and 11.6% strongly agreed totaling6t7% which is a
good indicator on the county developments. In thestnsampled counties, they have established mamgtageams with
46.4% agreeing and 11.6% strongly agreeing, 15.8%gcked and 2.9% strongly disagreed which is alfsetor of concern
since according to the Ministry of Planning and Bletion it should be allocated 1% of developmendd®t to carry out the
exercise which means resources are not fully edliand they may be misappropriated, it is also dxhcip by the results on
the effective of monitoring reports as a tool bwedget implementation which is far below 50% with.286 level of
agreements compromising of 39.1% agreeing and 16itéfgly agreeing that their reports are effectivals in budget
implementations. On County budget being aligned @PACIDP, CBROP and other guiding policies, 46.4% & th
respondents agreed, while 23.2% strongly agreedhwisi a good indicator as Counties being guided otienw principles
and policies rather than free runs by their CEQ'shdd a mean of 3.831which was in agreement wiéh alternative
hypotheses that it has a significant effect in mtdgplementation although had a weak negativeetation of -0.0664 with
other budget factors therefore not much signifiegith a mean F-calculated of 0.954
5.1.3 Financial availability results
On where financial availability has an effective budget implementation, the researcher started wjiinion of local
revenue collection where the study found out tt8a8% of the respondents agreed that the countieshmeargeted level of
local revenue collection with 11.6% strongly agneei Funds are lately disbursed to the counties wWiit6% of the
respondents disagreeing on timely disbursementd%d vieutral and 13.0% strongly disagreeing, theecfionds don't reach
to the counties at the expected time for the ptopeplementation and other counties activities. Buthe late disbursements
of funds, cash flow managements become an isstleetoounties management with 60.9% of respondegreeing that it
affect budget implementation and 27.5% stronglyeaigrg summing up to 88.4% level of agreement thafféct budget
implementation. Even if it's difficult to managestaflows in the counties preparations of financggdorts and analysis is
done on timely basis with 52.2% of the respondagteeing and 21.7% strongly in agreements whiehgeod indicator of
responsibility and accountability which can alsadrned as good practice to good governance a®%rttal agreement.

On budgetary allocation, 42.0% of the respondegteeal that it affect budget implementation withoa®s.7% of the
respondents strongly agreeing. Therefore Countgatilon formulae should be reviewed and the inditsesl to measure the
needs of counties resources allocation looked tgttkprecision. Counties prepares budgets on tirhakis where 50.7% of
the respondentis agreements with 31.9% of the respondents strongly agreeing; they also prioritize in allocating of funds to
the identified needy projects during the publicticgration stage of budget making where 46.4% efrégspondents agreeing
and 15.9% strongly agreeing adding up to an agreeaie€2.3% . Due to the effect of less amountusfds being allocated
to the County Governments leading failure to méleddr diverse need and poor IFMIS connectivity legdo poor budget
absorption Counties are left with on-going projabtist are not completed on time and delayed paysnehich amounts to
huge figures of pending bills in the coming finacyear and affect budgets of the current year Bi#6% of the
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respondents agreeing and 37.7% strongly agrediegefore pending bills is a major issue highlightedaffecting budget
implementation in the counties. With a mean leviehgreement of 3.61825, a strong positive cormtatf 0.509 and F-
calculated of 2.601 which resulted in rejectionmifll hypothesis and accepted the alternate hypisthtbat financial

availability has a significant effect in budget ieqmentation.

5.1.4 Financial Regulations summary

On effect of financial regulations to budget impétation, Counties enacted Finance Bills in time V6% of the

respondents agreeing and 37.7% strongly agreeingnt@®s don’t implement projects that are not budg#t 30.4% of the

respondents disagreeing and 17.4% strongly disdgadthough 21.7% of the respondents were neutih24.7% agreeing,
meaning there is slight diversion of funds by inmpémting some projects not budgeted for which isiregathe

recommendation of C.o. B and not correcting the saittea supplementary budget. The commission onmaseallocation

formulae affect budget implementation to a largeeixwith 37.7% of the respondents agreeing ant?26&trongly agreeing,
since these formulae is the one used to allocatdsfioetween the National and County Government.sehdegal frame
work affect budget implementation to a large exteith 53.6% of the respondents agreeing and 208&hgy agreeing,

e.g. it's a lengthy process to involve the publicbudget preparation, go through county assembdiadings, before the
budget papers assented to by the Governor andcéné¢ controller of budget for approval beforengeuploaded by the
National Treasury in the IFMIS systems.

Counties follows budget timelines in budget prepanatvith 44.9% of the respondents agreeing and%i1s#ongly
agreeing, meaning if counties don’t stick to thermb timeframes it will results in difficult to budgimplementation. They
also sought the required approval and authoritpreefeallocation of funds with 50.7% of the respamid agreeing and
29.0% strongly agreeing meaning that they cannallogate funds without approval from the County émblies, County
Treasury and Controller of Budget which is a goodiasbé following the laid down laws in PFM Act 201Rlost Counties
has established budget economic forum in line wedtommendation from the office of controller of lgetl with 33.3% of
the respondents agreeing, 15.9% strongly agreechviiiabout 49.2% total which is a good improveniedicator as it's a
new concept which involves key stakeholders inGbenty including the senator, representative ofdva government and
Members of Parliaments from the constituencies iwithat County since it will prevent duplication pfojects through
double funding from CDF and County funds or undertglsgimilar activities in one region neglecting thteers which are
not their strongholds. The variable had a mean@f8with a weak negative correlation at -0.037@ Brcalculated of 0.597
which led to the dropping of the null hypothesisl @ulopting the alternative hypothesis that it haggaificance effects on
budget implementation in the counties.

5.2 Conclusion
The study found out that budget implementation antered a lot of challenges including insufficiéands, institutional
weakness, method of budget allocation unsatisfacéord implementing projects not budgeted. It alsonfl out that
participation in budget preparation is another inguat issue because it reflects a greater degraeafimity and ownership
from the person involved, which was lacking or ieqdate as the public were not well sensitised. &heosak systems and
capacities in staff competence was also lacking é@vgolicy and legal frameworks are being improved

There is need to put strong and adequate infrasteidike internet connection for easy use of IFMi&tform which
according to the results affect budget implemeanitatihe budgetary timelines are observed and repogpared on a timely
basis. The results of the decision rules were nbthas follows in results on decision rules.

The study found out that financial availability ttsee major significant effect in budget implemerdati followed by
financial polices while as government financialukagion is the least followed by budgetary monitgrieffects on budget
implementation.

5.3 Recommendations on Research Findings

There is the need to improve the level of awarenedbe stakeholders on the budget implementatioough seminars,
workshops and trainings to be organised not ordyctirrent office bearers including accounting @iffs; accountants, budget
officers, internal audit, clerks and members of lpulaccount/investment committee but all other iwed in budget
making/execution, fully public participation beimmother important issue because it reflects theegegf consensus and
ownership from the person involved.

The county governments should also improve theeptelevel of compliance to due process on budgehdtation,
implementation and execution by ensuring stricteaelhce to the relevant law guiding the budget m®=c€he Controller of
Budget and National Treasury should fast track tlegss of approving and releasing of the countyl$uin earnest and
prompt without compromising the process so that @oeinty Government can be able to implements itgepts and
activities in a timely manner.

There should be a strengthened, adequate repantifigancial expenditure & statements, reportingtba status of
ongoing projects by strengthening monitoring andleation teams. The County Government should alevige adequate
physical infrastructure in terms of office spaageinet and IFMIS connectivity to avoid disruptioofsservice delivery.
They should also have adequate human resourceityapabudgeting, accounting & procurement to avidie inaccurate
reporting and delayed preparations of budget doatsrend reports.

An well-established internal control systems, prg@anning and control in the County treasuries estdblishments of
county budgets economic forums to put check andntak to those vested with power of execution empdementation of
budgets, public accounts/investments committeeldradso pass resolutions that are reasonable oolasgrved expenditure
anomalies so as to be implemented and adoptedwtithoch resistance from the executive arm of Cogatyernments. The
Office of auditor general should also be willing aéfer the needed advice and guidelines to coramgt observed and
communicated audit queries in a timely manner tdalong stand-off between the executive and otiversight authorities
like PIC/PAC, C. o. B and the Senate, also for the commwanachi to gain value for the money through abeect
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expenditure and implementation of budgeted projaetsactivities within the stipulated timeframe.

The County Assemblies should also enact, prepaed fegmeworks and guidelines in revenue collectiomdgetary
process and allocating of budgets in terms of reatrand development within the stipulated law tevpnts over
expenditure, unauthorised allocation outside theégbt) reallocation of budgets, overestimation eereie and failure to
correct it with a supplementary budget, for thosmraalies found during the financial year, donordeah projects,
conditional grants and to alignments of procurem@tans with budgets, cash flows and fund disbuesgsn

5.4 Recommendations for Further Studies
I Integrity and ethical issues as to the transparesmmg accountability in the County Governments btidge
implementation process
1. The effect of Strengthening Public Financial Mamaget on Financial Performance of Devolved Governmen
entities in Economic Development in the Counties
M. The effect of Strengthening Public Financial Mamagets through Social Economic Development in Kenya
Counties.
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