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ABSTRACT

Budget absorption is the rate of real expense out of the budgeted or planned expense of the budget
allocation. A budget is a component that ensures that planned or budgeted expense is utilized or
implemented. The study focused on the budget absorption constituted by budget allocation and
execution of expenditures, and revenue collection amongst county governments. In the context of
this study, expenditure was categorized into development and re-current expenditure. Budget
allocation refers to the funds released by the national government annually for the county
governments to spend on various sectors of its operations. Revenue collection was considered as
the total funds each county government collects annually as its own source of funds. Budget
absorption is related to the overall budgeting process hence it explains the rate at which each
county government distributes the allocated resources from the national government to various
cost centers. Secondary data was sourced from annual county governments’ budget
implementation reports from office of controller of budgets. Descriptive research design was used
to analyze the panel data collected using STATA software and the fixed effects model was
considered as appropriate to use. This study established that budget allocation is not significant
but positively related to revenue collection amongst county government. The study found out that
recurrent and development expenditure are significant on revenue collection. Development
expenditure has negative relationship to revenue collection while recurrent expenditure has a
positive relationship. The study recommended that the county governments should have clear
policies to guide on priority of expenditure. It also recommends that Development and recurrent
expenditure are significant on revenue collection hence there is need to have clear roadmap to
balance resource allocations.
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CHAPTER ONE

INTRODUCTION
1.1 Background Information
Absorption rate refers to the share of the actual expenditure out of the budgeted expenditure (the
target) (Kersan-skabic & Tijanic, 2017). The absorption rate is calculated as a percentage of actual
expenditure to the Approved Budget (OCoB, 2015). According to Achim and Borlea (2015),
higher rate of absorption is generally preferred because it explains that county governments are
close to achieving their target budget objectives. The scenario where county governments
experiences low absorption rates implies that they are performing below the budget projections in
utilizing the expenditure on allocated projects. Various studies have revealed that, generally
absorption the e is below 50%. A study by Zaman and Cristea (2011) revealed that the average
absorption rate in European countries was at 27%. Low levels of absorption of resources in global
fund grants has been a prevailing and continuous demerit facing grant implementation in sub-
Saharan Africa states (Akinzika,2018). This explains the low levels of absorption rates among the
developing countries especially in Africa continent. A study by Government Spending Watch
(2015), analyzed data from 31 developing countries. This study found out that the essential sectors
such as of water, and hygiene achieved high deficits in spending than other sectors such as
education and agriculture.

Budgetary absorption capacity, which is given in percentage form of the total allocations,
is a measure of how efficiently and effectively an institution is capable of using its resource
allocation. According to experts, there are three main characteristics that are related to absorption;
financial capacity, which refers to the ability to co-finance government-supported projects and

activities; macroeconomic capacity; and administrative capacity, which refers to how well local
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and central authorities can manage government projects and activities, 2013 (Hassan).. The new
government dispensation upon promulgation of 2010 constitution paved way for decentralization
of services from the national government to the county government. Article 6 of the Kenya
constitution categorized the government into three arms namely the executive, judiciary and
Legislature where the Executive was devolved into 47 county governments (Republic of
Kenya,2010). After Kenya attained independence in the year 1963, service delivery was majorly
centralized to the national government. The new constitution brought a new dawn where essential
services were decentralized to the county government which were previously the local
governments under the old constitution. A study by Were (2017) stated that devolution was aimed
at taking public resources closer to the citizens. The evolution of county government management
has experienced various milestones of success. The major drawback has been seen to be the
menace of corruption. Many elected governors have faced allegations of massive corruption where
the Senate have upheld the decisions made by the members of the county assemblies to impeach
the governors.

The report on annual county governments budgets implementation OCoB (2020), the 47
County governments' approved total budget projections came to Kshs 499.62 billion, with Kshs.
187.98 billion (37.6%) designated for development expenses and Kshs 311.63 billion (62.4%) for
ongoing expenses. As provided under Section 107 (2(b)) of the PFM Act, 2012, which stipulates
that at least 30% of the budgeted resources must be set aside for capital initiatives, the total
allocation of expenditures for development complies with this requirement. County governments
anticipated receiving Kshs. 316.5 billion as their fair share of national tax revenue, Kshs 22.9

billion in total conditional grants from the national government, Kshs. 39.09 billion in loans and



grants from development partners, Kshs. 54.9 billion in their own revenue sources, and Kshs. 51.23
billion in cash left over from FY 2018/19 to finance the budgets.

The report OCoB (2020) enumerated that recurrent expenses totaled Kshs 279.27 billion,
or 89.6% of the yearly recurrent budget, down from the 90.4 percentage reported in FY 2018/19.
An absorption rate of 55.6% was achieved with the total development expenditure of Kshs. 104.51
billion, down from Kshs. 107.44 billion in the FY 2018-19 when it reached a high of 57.8%.
According to expenditure by economic classification, salaries and benefits accounted for Kshs
17.83 billion (44.8%), operations and maintenance Kshs 107.44 billion (28%) and development
Kshs.104.51 billion (27.2%) of total expenditure.

A decade has passed since the county government governance was operationalized in
Kenya. The reports from the office of Controller of Budgets however shows that the county
governments are still depending of the national government annual allocations as the major source
of financing. Gituma (2017) found out that the major sources of revenue among the Kenya county
governments included allocations from the national government, local revenue collections, and
revenue received externally. As the county governments grow and new management takes over
after general election, this sought to establish the effects of absorption rates of revenue collection
amongst county governments in Kenya.

Reny Andriati (2017) asserts that government spending has a large impact on economic
expansion. Spending on products and capital projects is strategically important for accelerating
national economic growth. Spending on government institutions could be the main driving force
behind them. Poor performance is assigned to the government if the budget cannot be optimally
absorbed. The Ministry of Finance supports the government's cooperation plan to make sure that
all programs' budgets may be effectively absorbed. This project might have an immediate impact
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on fostering economic expansion and enhancing governmental performance. If approved programs
are implemented at the appropriate moment, economic growth results. In addition to the

aforementioned justification, inconsistent findings were found in earlier research.

According to studies by Sholikhah and Wahyudin (2014) and Jaya and Dwirandra (2014),
local own revenue has an impact on capital expenditure. According to Nugroho and Rohman's
(2012) research, capital expenditures are significantly impacted by economic growth.According
to Jaya and Dwirandra's (2015) research, economic growth has little impact on capital spending.
Talluta, et al. (2018) also did not discover the impact of an over budget calculation on capital
expenditures.Sugiarthi and Supadmi (2014), in contrast to Kusnandar and Siswantoro (2012) and
their findings, determined that there is a substantial impact of Excess of Budget Calculation on
capital spending.

Antari and Sedana (2018) and Al Qadar's research, et al. (2014), both came to the
conclusion that capital spending had a large impact on financial performance. It conflicts with the
findings of Nugroho and Rohman's investigation. Wandira's (2013) research findings to the
contrary, Local Own Revenue has little impact on capital expenditure. Furthermore, according to
study by Sari et al. (2018), balanced funds have little impact on capital expenditure.

1.1.1 Budget Absorption

Budget absorption refers to the portion of the real expenditure out of the expected expenditure that
is derived by the budget or planning. In this study, budget absorption was considered to consist of
three components comprising of budget allocation, development expenditure and recurrent
expenditure. The office of controller of budgets computes absorption rate by considering these

components. The absorption rate explains the efficiency amongst county governments in utilizing



allocated resources in terms of development and recurrent expenditure. The share at this stage is
very relevant as it is the determinant of the efficiency and the financial achievements of the county
governments. The intended funds have been utilized properly. A higher absorption rate is always
preferred unlike the lower one. A higher one suggests that the funds collected have not in any way
been misappropriated and the financial target is yet to be reached unlike the lower one where the
performance is below the intended expenditure in this case either the fund has been s embezzled
or misappropriated. According to the controller of budget in their annual county government
budget report, only 20 counties were past the average mark on the absorption rate graph the rest
fall behind with less than 68%. Nakuru County was the leading with a 99.3% absorption rate and
Garisa County failed with the 21.2% absorption rate.

The local revenue target has been a challenge for the 47 counties to reach. A report by the
office of controller of budgets financial year 2015/2016, states that there was no county
government that attained revenue collection target. Different challenges do face these counties
from reaching the target. A low budget execution rate within the county government is a challenge.
It is always caused by lack of transparency in the execution process. The procurement process
sometimes is longer than the expected time creating time lags. The estimated real budgets allocated
to projects also take a lot of time. Contractors and suppliers are not paid on time thus prolonging
the procurement process. Poor planning also contributes to poor budget absorption and it is a
problem that is also experienced by the national government. All of the mentioned challenges can
be categorized lack of good operational plans which has great a effect on the recurrent funds. They
always increase the recurrent funds in any administration. This means that the same projects are

budgeted for under both capital and recurrent expenditure (Karani, 2019).



Poor planning and budgeting have been a challenge to the county governments that leads
to a larger proportion of allocations in the budget are being transferred to recurrent and non-
essential expenditures at the expense of development expenditure (Kahari et al., 2015). Many
projects will be less realized or totally not achieved. According to section 107 of the PFM Act the
Fiscal The County Governments shall make sure that recurrent expenditures do not exceed the
County Governments' total revenue and that development expenditures account for thirty percent
(30%) of the County Budget.

To achieve desired county public finance management targets, absorption rate has a
measure to explain the targeted results achieved and the variance output. Sharma (2012) explains
that variance will be the basis of deriving necessary corrective measures towards reducing any
extreme variances. According to Olaye and Oladipopu (2014), budget is a tool used to achieve
planned ideas to ensure they are implemented. Budget absorption rate is the output of budget
allocation, development expenditure and recurrent expenditure. This study considered these
constituents as independent variables to explain revenue collection which was considered as
dependent variable. County government budget absorption rate is driven by the timely
disbursement of resources from national government to devolved units. The county government
management board are responsible to draw the priority list among the development and recurrent
expenditure. Each section in the county government is required to adhere to the annual approved
budget to execute resource allocations. The national government and county governments relies
on IFMIS to monitor all the payments for accountability. IFMIS have been considered as the
critical tool to ensure increased budget absorption and enhance budget implementation (BPKP,

2011).



According to Article 209 of the Constitution, counties are allowed to charge for the services
they offer, levy property taxes, entertainment taxes, and any other taxes permitted by a
parliamentary act. As a result, various counties may classify identical revenues differently, making
it difficult to evaluate the balance of revenue sources across them. Since the beginning of
devolution, counties' total OSR collections have risen marginally (blue line with corresponding
dotted upward trend), albeit at a slower rate than inflation. OSRs decreased in actual terms and as
a share of total county revenues over time as county spending and intergovernmental payments

rose (yellow bars) as in fig1l.



Figl. County own source revenue
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(Source: COB BIRR annual reports)
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1.1.2 Development Expenditure

County governments engage in development expenditure that majorly aims at financing projects
which are considered to generate revenue. Mogues (2016), development expenditure is driven
towards enhancing economic development by facilitating infrastructure which increases general
production and real income of a country. A report on annual county government budget
implementation done by office of controller of budgets revealed that aggregate development
expenditure was Ksh36.6 billion representing 21.6% for 2013/2014 financial year. The analysis of
development expenditure is of importance as it explains the rate at which county governments
engage in income generating projects. These income generating activities propel the counties

towards increasing internal revenues hence self-reliance and sustainability in the long run.



Currently, county governments heavily rely on national government annual allocations to
sustain its expenditure. As a result, poor national economic performance normally delays the
annual devolved funds disbursements. This have significantly affected negatively the performance
of county governments as witnessed among the stalled projects in various counties. The non-
operational projects contribute to the high rate of unemployment, huge pending bills. This study
analyzed the effects of development expenditure on revenue collection among county governments
where the findings are useful to enhance prudent prioritization among projects which are directly

related to generate revenue.

1.1.3 Recurrent Expenditure

Efficiency in the context of government spending has significant influence on economic growth
rate in any country (Lewis, 2018). According to Mophalla (2015), efficiency in government
expenditure is of concern towards enhancing economic development. Efficiency in expenditure
explains the rate at which county governments utilize allocated resources in recurrent and
development expenditure. Recurrent expenditure entails expenditure associated with wages,
salaries, operational costs and debt repayments among others (Olanubi 2017). Recurrent
expenditure enhances county governments’ operational efficiency. The annual county government
budget implementation report for 2013/2014 financial year indicates recurrent expenditure at

82.7% of total county budget allocations.

According to the report, Nairobi County government incurred Ksh15.9 billion on recurrent
which was the highest among all counties. Kiambu and Nakuru incurred Ksh 5.5 billion and Ksh
5.4 billion respectively. Counties with lowest recurrent expenditure rates were Lamu, Tana River

and Elgeyo Maragwet which spend Ksh 609.2 million, Ksh1.29 billion and Ksh1.32 billion
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respectively. The report also indicated that Mombasa Kisumu and Tana river counties had the
highest rate of recurrent expenditure as per proportion to their total expenditure at 97.9%, 97.8%
and 97.6% respectively. The report also indicated that counties like Meru, Nyeri. Tharaka Nithi
and Muranga attained the highest absorption of recurrent expenditure at 115.9%, 107.8%, 104.8%
and 101.9% respectively. The high recurrent expenditure absorption rate indicates that the
mentioned counties utilized portion of resources meant for development expenditure on recurrent

expenditure.

This study will take into analysis to examine the effects of recurrent expenditure on revenue
collection among the county government. This is because there exists mismatch in proper

allocation and actualizing budgeted recurrent expenditure in the county governments.

1.1.4 Budget Allocation

A budget allocation is the amount of funding designated to each expenditure line. It designates the
maximum amount of funding an organization is willing to spend on a given item or program.
Budget allocation is essential component to every government entity that aims to attain desirable
performance of key government agencies (Gershon, 2014). In United Kingdom, treasury and
essential government agencies are responsible for monitoring budgetary allocations. The treasury
checks on the previous performance and trends among the government departments to derive the
desired resources to allocate. The government agencies are required to have a mechanism for
monitoring accountability to check on performance against budgetary allocation. The United
Kingdom has functional systems such as National Audit office and Audit Commission which they
act as supreme audit authorities to support the accountability in budgetary allocation

(OECD,2005). In Pakistan, budgetary allocation is exercised in all public sectors in the
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instrumental model. The process however has experienced challenges such as inconsistencies
between the general public desires and the government implementation of policies. Pakistan
government also adopted an approach of assessing the previous performance among the

departments by analyzing

Previous budget allocation patterns and development proposals to ensure effective
budgetary allocations. According to Green (2017), budgetary allocation has been unable to
produce significant changes in efficiency among government entities. According to Fauzia and
Riharjo (2017), development expenditure was positively and significantly impacted by the
remaining budget financing. According to Sari, Djuanda, and Sarwani's (2017) research, there is a
substantial and positive correlation between capital spending and remaining overbudget financing.
The government's capital expenditures from the previous year had a significant impact on the
allocation of funds for the following year's expenditures. The remaining excess financing can be

used to finance these expenditures.

1.1.5 Revenue Collection

Public finance is the domain of all governments in the globe. According to Kayaga (2007), the
scope of public finance includes how the government affects the distribution of income, the
effective use of resources, and macroeconomic stabilization. Furthermore, it should be
remembered that government operations and revenue distribution are included in government
spending. The four main methods of funding governmental expenses are taxes, borrowing, public
financing of state-owned firms, and public finance. In order to ensure that government operations
are carried out efficiently, revenue from taxes, excise charges, customs, licenses, and other sources

is vitally important (Gruber, 1998.
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In Jordan, the key local administration unit is the municipalities, which, in this context are
no different in consideration to revenue collection problems (Batarseh, 2004). Importantly, the
total financial deficit of the Jordanian Municipalities was about 140 million US dollar in 2013
(Ministry of Municipalities Affairs Report, 2014). Such fiscal challenges urged municipalities to
seek ways to expand or at least stabilize revenues and sustain best service provision levels.
Following, municipalities have started diversifying their revenue structures away from property
taxation into other tax and non-tax revenue sources (Carroll, 2009). In this vein, Jordanian
municipalities are clearly having limited capacity to collect revenues (Batarseh, 2004, Masaedeh

and Shaikaly,2001)

Tanzania majorly rely on taxation as a channel of revenue collection. Tanzania has a three
tired tax administration structure, which includes the tax administration of the Central
Government, the tax administration of Zanzibar and the tax administration of Local Government.
Taxes levied by the central government are managed by the Tanzania Revenue Authority (TRA),
domestic consumption taxes in Zanzibar are managed by the Zanzibar Revenue Board, and
different locally imposed taxes are managed by local authorities. 90% of domestic revenue comes
from taxes collected by the central government, which is the main source of income for the
government (TRA 2006). There are four revenue agencies within the Tanzania Revenue Authority,
the Tax Investigation Department, the Large Taxpayers Department, the Domestic Revenue
Department, and the Customs and Excise Department. According to the literature, systems
segmentation of taxpayers and domestic tax operations were combined to create the Large
Taxpayers Department. On October 1st, 2001, it was established as a directorate of Large

Taxpayers; eventually, it became a complete department. To provide consistent and high-quality
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service to large taxpayers, secure revenue, improve audit programs, improve collections and

management of tax debts, and also act as models or pilots for testing new processes (TRA 2012).

Kenya’s constitution promulgated in 2010 stipulates clearly the funding of county
governments in terms of internal and external sources. For efficient provision of services and
governance, county governments are required to ensure existence of reliable and adequate avenues
for revenue collection. County governments have operated since the year 2012 but they are
currently facing revenue collection constraints. Bulunywa et al, (2014) argues that revenue
collectors in county governments have not been channeling revenue collected to the county
government treasury. This have resulted in huge corruption menace in the county government
revenue collection management. Owuor et al, (2012) noted that revenue collection in county
government among developing countries have not been as efficient as expected. Ismail (2016)
clearly explains the challenges faced by revenue collectors when handling revenue collection
channels and systems involved. To achieve optimal execution of county governments’ budgets,
local revenue sources are critical to enhance co-funding with the annual allocations received from

the national government.

County governments in Kenya have enrolled automated systems to aid in revenue
collection Gideon and Alouis, 2013). A study by Visser and Erasmus (2005) found out that revenue
collection needs to be in line with the principles of equity, ability to pay, economic efficiency and
certainty which are the major cannons of taxation. As county governments foster towards
enhancing their local revenue collection, the members of county assembly need to pass legislations

in adherence to the constitution to boosts revenue collection channels. This study considered
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budget absorption rates components to explain the revenue collection amongst the county

governments in Kenya.

According to a survey conducted by the Institute of Certified Public Accountants in Kenya
(2014), several counties are collecting less revenue compared to what the non-functioning state or
County Government that lay within their boundaries given in collectively and hence raising
concerns on the capacity of the devolved units in raising own revenue. According to Nyongesa
(2014) the County Governments have inexperienced personnel, use traditional methods in revenue
collection systems, weak revenue bases, lack internal audits, and some county revenue officers are
reluctant in accepting change, and therefore leading to low revenue collection in the County
Governments. The law of the land has always ensured that there is equality in raising and
distribution of income. The law is to provide for any other allocations to provinces, local
government or municipalities from the National Government’s share of that revenue, and any
conditions on which those allocations may be made (Ambetsa, 2011).

1.1.6 County Governments in Kenya

After the launch of Kenya new constitution in 2010, a new dawn in running the devolved units
was invented as county governments. These units are headed by a governor elected by the citizens
after every five years of general elections. The county governments have formed ideal paradigm
of governance which have ensured that resources which was previously centralized in the national
government are delivered to the remote area of republic. This has resulted in efficient service
delivery of essential services such as health, basic education to the general public. As provided in
article 191 and 192 of the fourth schedule of the constitution of Kenya, and county government

Act 2012 provided powers to the county government. There are forty-seven county governments
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in Kenya which the Independent Boundaries and Electoral commission are mandated to draw their
boundaries. The county governments are the replacement of local authorities which operated
before the year 2010. It can be witnessed currently that the devolved approach of governance have
outshined the previous mode of administration. Essential services such as of health, basic
education, cultural activities and tertiary education have reached areas previously considered as
remote areas. The county governments have ensured that productivity, efficiency and quality

output are achieved (CoK,2010).

There are a total of 47 counties in Kenya founded per Article 6 section 1 on the Kenyan
constitution 2010, as per the promulgated constitution devolution was to bring hopes to the
marginal areas in Kenya. The introduction of county government was all about equality and
transparency in resource management. These county governments were viewed as political
governance units for the devolved areas and administer services to the areas within the
constitutional rights of a particular region. The mandates that were initially the responsibility of
the national government were also delegated to the devolved government. Governors are the head
of the counties and are elected y the citizens in that particular county on their preferred political
parties. There are county assemblies that also consist of the members of county assembly (MCA)

elected to represent their wards (Constitution of Kenya, 2010).

The national government does releases annual proportion that is dedicated to the various
counties. The fund comes from the treasury and always monitored by the controller of budget later
audited by the Auditor General. County government has government accounts with the Central
Bank of Kenya (CBK) for a portion of fund the government intends to release to the county.

However, counties do have accounts with different commercial banks or financial institutions like
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Nairobi County has over 30 commercial banks (Karani, 2018). Annually, the County Government
is entitled to 15% of the National Revenues’ share from the National Government under which the
balance is to be covered by the County Government in either levy, infrastructural agreements, or

partnerships (Constitution of Kenya, 2010).

Kamolo (2014) argues that it is inadequate for county governments to solely rely on the
federal government for funding while establishing or maintaining programs whose advantages are
felt locally. Local resources should be used to fund initiatives like feeder roads, rubbish collection,
the construction and upkeep of sewerage systems, street cleaning, rural access roads, and the
growth of markets and urban centers. To cover the growing financial expenses budgeted by the
county and to maintain a balance between county budgetary allocations and county revenue
collection through tax instruments, county governments must collect significant amounts of

income through taxes.

The ability to generate funds in county is undeniable. County governments can collect
revenue; allocate the same funds for utilization among the departments. There is need for the
county executive to have a budget for planning and implementation to guarantee performance and
accountability. Without allocation and utilization then absorption rates cannot be realized causing
problems in the performance of the county governments. The absorption rate needs to be high for
the good performance to be recorded. There is an annual report that reviews the county’s
implementation of the budget. The report investigates the revenue collected against the annual
targets. The report has an obligation of providing the budget absorption rate. As per the Kenyan

constitution Act, 2012 section 166 the office of the controller of budget is tasked with providing
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counties with revenue. A budget has to be approved for the allocation at the same time

differentiating the recurrent and development expenditure.

1.2 Problem Statement

Over the past few years, the county’s government accounts have been into consideration and of
interest to the taxpayer. Kenyans have gained interest on the accounts and financial positions of
their county governments thus creating awareness. Upon realization the financial officers at the
respective county officers are trying to fix things by increasing revenues so that it can match the
expenditures placing the county governments in a constant trouble for poor budget absorption.
Little research has been done to assess the revenue collected against the absorption rate. Revenue
collections in county governments need to be critically scrutinized and any insights on the revenue
collected and the absorption rate of the same funds collected. County budgets are yet to be realized
because there is slow implementation, refunds to the national government and poor allocation of
funds hence budgets are very important in making financial decisions of an organization. PFMA
manages the movement of money that gets in and out of the finance departments in County
Government. Counties are expected to ensure public participation, accountability and openness in
general financial matters such as equity in distribution of resources, prudent use of available
resources, clear fiscal reporting and responsible financial management. The aggregate absorption
rate of county governments was 79.1% in 2014/2015 (OCoB,2015) and 40.82% in 2021/2022
(OCoB,2022). The pandemic has been a contributor to the fall in the percentage but the county

governments have faced problems like poor budget preparation and implementation. The problem
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of budgeting has since drawn attraction and research has been on why there is slow or poor budget

implementation.

Research done by Darwis and Amin (2020) discussed the analysis and effects of financial
regulations on the budget absorption rate in south Sulawesi. Budget absorption has a direct
relationship with the bureaucratic environment and competence of the organization’s commitment.
There are policies made by national governments across the globe that always have an effect by
maximizing or minimizing budget absorption. The findings of the study suggest that there is a
positive and significant relationship between budget absorption and finance policies, its
competence, commitment and bureaucratic environment. Therefore, suggest that the community
should always be a interest in making the policies and principles in budget absorption that leads

the activities of planning and implementation.

Gachithi (2010) did research on the challenges of budget implementation in public
institutions. The conclusion was that there are no efficient budget preparation procedures. The
study only focused on the University of Nairobi as a public institution. Cheboi (2019) also did a
research on the budget implementation and performance of county governments a case study of
Elgeyo Marakwet. The study concluded that there is problem in the availability of resources,
budgetary staff and absence of auditing processes. The study only focused on one county
government. Inadequate funds within departments were also a challenge and lastly unsatisfactory
methods of revenue collection. Joseph (2017) did research relationships between public financial
management practices and county government funds absorption rate. The study found out that
there is a strong relationship between the public debt management and county government fund

absorption rate.
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A research by Erick (2020) on the effects of budget absorption on the performance of
county governments. The research concludes that budget absorption is anchored by planning,
organizing and a quality expenditure control tool. For optimal development within county
government projects there must be a clear plan for prudential expenditure and a decrease in the
non-existence expense. Research by Abdullah, et al (2015) on the effects of budget absorption
showed that globally budget absorption is a problem and their factors that have influence of the
budget absorption rate. The factors are slow budget approval which has reduces the rate backwards.
Research also done in Indonesia West Nusa Tenggara province by Koriatmaja, et al (s2020)
showed that procurement and budget execution have effect on the budget absorption.

Oluwalope and Ojediran (2017) recommended that each person participate in the budget-
related tasks.This will have a favorable effect on the functioning of the county. The public should
constantly be involved in county government decisions to improve service delivery and county
performance. Additionally, involving the public in decision-making and information exchange
improves accountability and facilitates the provision of services with efficiency. Kathungu (2016)
concluded that county performance depends on budgeting and utilization. Additionally, a large
deficit in the county budget signals poor performance because the resources will be spread thin or
redistributed to optimize urgency and priority. As a result, a lot of projects will stall. Excellent
capital structure, according to the study, is a crucial component of high county performance.Since

the research was on budget utilization, budget absorption cannot be generalized.

According to Mutungi (2017), the county assembly members should adopt laws that would
improve the county's performance because the absence of such laws leaves room for corruption
and waste. The report also recommended that legislation and the budget work together in harmony

to improve county performance and accommodate financial capability. According to Kihia (2016),
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giving employees who oversee budget execution a nice environment will improve performance.
The study also suggests that pay should be highly desirable to encourage job security and improve
performance. If the collection officers' employment terms are well protected and preserved, they

can function successfully and efficiently.

From the global, continental, regional and local studies above have not reviewed the effects
of absorption rates on revenue collection in county governments. This brings research gap that this
research undertook analysis to solve by outlining and discussing in detail the absorption rates and
its effects on the budget allocation, development and recurrent expenditure to improve on the
performance and create good return on the investments made by the county governments in Kenya.
This study provides the solution to the research question by analyzing the effect of budget

absorption on revenue collection amongst county government in Kenya.
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1.3 Objectives of the Study

1.3.1 General objective

To determine the effect of budget absorption on revenue collection amongst county government

in Kenya

1.3.2 Specific Objective

1. Toanalyze the effect budget allocations on revenue collection in County government funds
in Kenya.

2. To evaluate the effects of development expenditure on revenue collections in County
governments in Kenya.

3. To examine the effects of recurrent expenditure on revenue collections in County

Governments in Kenya.

1.4 Research Questions

1. How do budget allocations affect revenue collection in County government in Kenya?
2. How does the development expenditure affect the revenue collection in county
governments of Kenya?

3. How does recurrent expenditure affect revenue collection in County government in Kenya?

1.5 Significance of the study

1.5.1 National government

This research enables the Kenyan Government to understand on how absorption rates affect the

revenue collection amongst county governments. The research provide strategy on how funds can

21



be channeled into right departments and be accountable for at the end of fiscal year. This is made

possible because the study give insights into when and how finance is being spent.

1.5.2 County government

The study is of importance to County Governments as it outlines any kind of variance in budget
absorption and difficulty in budget implementation that affects the financial performance of the
County Government. It also provides the factors that affect the absorption rates that incur an effect

on the development and recurrent expenditure.

1.5.3 Scholars

The research is also of importance to the scholars who wish to increase their knowledge base on
this topic on the effects of budget absorption rate on revenue collection in county governments.
There are not much studies on budget absorption, this study will give point of reference to other

researchers to undertake analysis on this important component.

1.5.4 General public

The study is of significance the public by providing insights into how the government utilizes the
scarce public resources and funds efficiently and optimally, and how the government forms
policies for the improvement of relationships with the citizens from all 47 counties. The study
educates the public by showing them how to form watch dog committees that will also make them
understand on how funds are allocated by the national government to their respective county
government, the efficiency and transparency of how the same funds are being utilized. The
knowledge on the budget helps the citizens to realize how and where the funds go. It is of great

help in understanding accountability.
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1.6 Scope of the study

The study evaluated the effects of budget absorption on revenue collection amongst county
governments majorly focusing on the 47 counties in Kenya. The study looks into the budget
allocation, development and recurrent expenditure and their roles in the development of projects
and county. The revenue collection was deeply analyzed. Budget absorption components were
considered to be the dependent variable. The study also expounded on revenue allocation, recurrent

expenditure and development expenditure as its specific objectives within the study.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

The chapter conducted the literature review of the topic. Theories were discussed and analyzed in
relation with the effects of budget absorption rates on revenue collection in county governments.
The analysis of the other researches, books and journals were featured as they help in forming the

basis of this study by providing and identify the knowledge gap.

2.2 Theoretical review

This section contain reviews of theory attached with budget absorption. The theories to be
discussed are theory of Agency, Resource dependency theory and budget theory under budgeting
and lastly the internal fund theory. The section appraised the mentioned theories to deeply pin the

subject under evaluation.

2.2.1 Budget theory

Shields and young (1993) defined this theory as the best mechanism in detecting the difference
between existing and forecasted performance which is an effective tool of an effective budgetary
performance. The main objective of budgets is to predict the future financial plan of an investment
plan to show financial feasibility of the project. A budget is an important tool to any organization
thus there is always planning and control. Many organizations prepare budgets annually and
monitor the performance by evaluating the variance. In every budget it is very essential to measure

the costs (Samira, 2018). The costs to be incurred by the county governments are estimated through
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county planning based on the revenue from the national government and from the local
contribution (Eunice, 2017). A budget is an arrangement plan for future financial performance and
also a tool used for controlling the expenditures of an organization (Hirst, 1987). It is a tool that

helps in the process of utilization of public resources efficiently.

Budgeting has four phases which include preparation, authorization, execution, and
accountability. The first phase is all about getting the budget prepared. There has to be careful and
critical thought at the ground level. Key elements to be considered at this stage are; income
required vision and good leadership. The second phase is getting the budget approved by
tuthorized personnel. At this stage the budget is channeled to a debate and few changes can be
made or it is left in its initial state. The stage provides an opportunity to correct mistakes before
they are realized. The budget is executed in the next phase after it has been approved. Lastly it is
the evaluation and accountability stage. Adjustments in costs and prices are a trigger to why
evaluation is important. The spending has to be lawful and in accordance to the budget in place
(Fortuna, 2021). A government that has a budget intends to allocate revenues and funds to achieve
the economic and social goals. The budget helps the government to plan on the resources it has
and manage the same resources. The management of these resources has to promote development

within the country.

The government makes its plans, goals policies and programs a priority within the
constraints of its financial wellness as ruled by economic conditions. There is a need for revenues
and expenses need to be included in reports at the end of the month in every department. A well-
planned budget helps to allocate and control the funds in the firm. The process of preparing budgets

also helps in increasing the structuring of a firm efficiency, openness and fiscal obligation. Budgets
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are important tools in the county governments as it improves efficiency planning, allocation and

control of revenue and expenditure in the county, (Adhiambo, 2014)

Sharma (2012) recommends that budgets be used as a tool in identification of funds in
county Governments, the amount it receives from National government and local sources. There
is need in punctuality when collecting taxes from the public. The County Government can grab
the advantage attached to the funds set aside by the National Government instead of other private
sources where some have only one stream of funds and their performance are recognized because
of efficiency in funds management. This helps in comparison on their performance with those of
the private industries (Sharma, 2012). Budgets have the potential in increasing the performance
and decisions made by the County Government treasury and Controller of Budget in the country
by changing the planned objectives and providing a comparison with other County Governments
or departments against which they evaluate performance between the departments and even with

other County Governments (Hancock, 2009).

The proper and prior planning provides for a finer and smooth allocation of resources and
funds as perceived by many. Completion of objectives on time and, equality in distributing
resources is a strategy in advocating for prior planning. When budgets are made, there should be
funds and resources available to find the outlined plans on the budget. All this can only be achieved
through responsibility and transparency on the public funds and resources. When the county attains
their goals of planning and allocation of funds it’s easier to increases the quality of service rendered
to the public. The budgeting process in Governments allows the public to participate as they help
in raising funds through taxation. The county government can also foster its desired financing of

projects by borrowing money from the external financiers if their available income cannot meet
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the planned budget (Kimani, 2014). When drafting annual budgets, the county treasury should
analyze all the expenditures in that financial year. The responsible committee should prioritize
projects which needs special attention. In order to find out the relationship between the budgeting
system and its financial performance, the county should determine the types of expenditure of the
county and its performance. The county should compare their planning methods with the national
and private firms to enhance financial performance (Kimani, 2014). This theory is considered in

this study as the anchoring theory to explain the allocation, expensing towards the desired results.

2.2.2 Keynesian Theory

Kynes (1963) stipulates that the public expenditure is a vital component to drive economic growth
and development. The theory advocates that it is necessary to formulate a policy to address
continuous fluctuations in the economy. A government is required to be continuously relevant in
responding to peaks and floors of economic growth by increasing expenditure. According to Tily
(2009), designed policy documents are considered to be critical components in achieving the short-
term economic stability and the general long-term growth rate in economy. Bogdien et al, (2004)
cited that Keynesian theory argued that economic performance can be improved by making private
borrowings which can be used in various development projects across the general public. This
theory explains macro comics of total spending in the economy. This attribute has economic effects
on the revenue employment and inflation rate. This theory was advanced by British economist who
desired to understand the great depression. The theory focuses on the fluctuations in economic ties
over the short run. It explains that well designed public interventions can be of great significance

towards economic stabilization.
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This theory explains that the general public expenditure enhances economic growth by
enhancing the purchasing power. A country can utilize the borrowed resources to build a
downsized economy where the expenditure is directed to income generating ventures. The theory
explained the concept where short-term drivers are applied to counter the challenges of decline in
economy, Carling (2012). Kenya being a developing country has embarked on big development
projects including roads, railway lines, industries, education sector and health. This has resulted in
huge spending results in multiplier effects by injecting resources in the economy. This study
considered Keynesian theory as relevant to explain development expenditure variable. It explains
the general public expenditure to generate robust employment opportunities, increased income
generating ventures and the general public investment which is paramount for economic growth.
The county governments in Kenya have advocated for equal employment opportunities which was
previously considered reserved for national government. This has brought resources for investment

to the remote areas which boost revenue collection for county governments.

2.2.3 Resource Dependency Theory

Resource dependency theory is of the idea that an organization within the society must have
transactions or engage with other actor in the environment in order to acquire resources for its
success. The actors can be other businesses, organization, the general public or community. The
transactions can sometimes be advantageous or bring shortcomings to the organization. According
to Hessels and Terjesen (2010), the resource dependency theory puts focus on a firm’s need to
access resources from other sources within the environment hence being dependent on other
factors in the external environment. Organizations are forced to depend on other external factors

due to scarcity of resources (Hessels & Terjesen, 2010). According to Pfeffer and Salancik (1978)
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who developed the theory, organizations are embedded in a network of interdependence and social
relationships. The environment provides constraints that force organizations to deliver their

services in accordance with the external resource providers.

Research shows that there is similarity in the way expenditure functions are assigned across
levels of government and this is due to the fact that most nations take efficiency into consideration
as they strive to delivery public goods and services. Most governments not only focus on the
delivery of public goods and services but also give sub-national governments the power to 17
choose the best programs that suites the communities they represent (Boadway & Shah, 2007).
According to Boadway and Shah (2007), local governments are tasked with the responsibility of
providing local public goods and services, including water and sanitation, local roads, and
recreational facilities, the state is tasked with the responsibility of providing important public
services, such as health, education, and welfare, in addition to state public goods, such as roads
and police protection and lastly, the federal government provides national public goods which
includes national infrastructure, banking and defense foreign affairs money. The study states that
the assigning of responsibilities assists higher levels of government in determining the way
expenditure programs should be designed and delivered for reasons such as efficiency and equity.
This theory gives a clear explanation of the need for self-sustainability. It is relevant to this study
to explain the dependent variable of revenue collection for county governments to thrive without

relying on national government allocations only.

2.2.4 Agency theory

Agency was first proposed by Stephen Ross and Barry Mitnick in the early 1970s. The two scholars

were for the idea of economic and institutional theory of agency. Ross was responsible for
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problems of compensations in agency theory while Barry introduced common insight that does
exists in institutions in agency theory. The two ideas were responses to the imperfection that is in
organizations. The theory thus suggests that when certain behaviors occur then the principle of
imperfection in agency theory allows for the society to create institutions that make solving the
imperfection their objective. The institution created by the society does not have to necessarily

deal with the problem but provide ways of managing, adapting and chronically distorted to them.

Relationships in businesses between principals and agents are deeply explained in agency
theory. It can also be viewed as an agreement that is reached amongst individuals who intend to
do business transactions. Mainly the agent always makes decisions on behalf of the principal. Ross
and his counterpart came up with the idea to eradicate the disputes that were arising over different
priorities and obligations of both the principal and agent. These priorities included the interests of
the principals. Over the past years the principals have been forced to deal with the financial
problems that the agents had created. The agents have been exploiting the resources that have been
entrusted to them by the principals with high expectations that they will have a greater output
because of large input. To some extent it has been seen as act of embezzlement. The theory was
developed to stop such events and bring peace between agents and principals which is greatly

termed as reducing loss agency.

According to a report by The East African news on March (2013), on the clash between
national government and county government with onset of devolution there are a number of
conflicts that are outlined. Bigger bill, this happens when the county government being left with
the obligation of planning their own budget they still leaves the burden to the national treasury.

The county governments sometimes have a higher expenditure than the expected one. The
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counties have been seen spending on unnecessary projects and infrastructures that increase the
expenditure. Wrangles between the national and county government, this has always taken place
during the time of transition. The interim and the national government are expected to continue
with the operations and functions when handing over of office is expected. The national
government does not release funds sooner than expected thus slowing down the operations or

continuation of projects.

Transparency is one of the methods of reducing agency problem. It is very important for
both the principal and agent to be honest and transparent with one another. Decisions coming from
one party during implementation should be agreed on and reasonably fair. Imposing of restrictions
and remove negative restrictions would be a significant way of reducing the effect of agency loss.
Abolishing restrictions is advantageous because it builds trust in agents and gives them courage to
make decisions on behalf of the principals. Apart from abolishing the restrictions there is need to
set new restrictions that are in line with the main objective of the relationship between the agent
and the principal. The new restrictions will make the principal feel more confident with their agent

thus less conflict.

Solomon et al (2021) did a cross country analysis based on the agency theory and
entrepreneurship. The article majored on economic development of entrepreneurs. Agency theory
as explained by the journal has been of help on how better national policies made from the central
rule of law can stimulate entrepreneurships. Investigations have shown that direct and joint market
has less impact on the entrepreneur’s activity whether there is market freedom or spending policies
within the market. The entrepreneurial activities are boosted when there are mixed national

policies that bring a combination of both the market freedom and spending policies. This theory
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is of relevance to this study to anchor the first objective where various stakeholders are involved
in the process of resource allocation on behalf of the government and the people.2.3 Empirical

Studies

2.3.1 Budget allocation and revenue collection

Recent studies have emphasized the interdependence of several travel expense components and
highlighted that adjustments to one budget share may result in changes to the distribution of the
remaining components. Low-cost airlines' lower transportation costs, according to Martinez-
Garcia and Raya (2008) and Ferrer-Rosell et al. (2016), can encourage visitors to spend a larger
amount of their travel budget at their destination. These results support the observations made by
Morley (1992) and Dolnicar et al. (2008) that budget allocation decisions are interconnected and

that a specific expense for a trip may be impacted by an excess or a shortage in another expense.

Kiriria (2013) as observed The Public Finance Management Act 2012, outlines the rules of
how the national and county governments can collect and spend revenues. The Public Finance
Management Act, 2012 section 125 allows for the process of budgeting to be followed at the
County level. He further suggests that as there must be an effective PFM system at the county level
to ensure successful management of the public sector and the economy. Research done by World
Bank (2012) suggests on the guidelines and templates that need to be developed to guide the
formulation of county budgets. More so the World Bank keenly emphasizes for a country to have
a wide chart of accounts for preparing, executing and reporting the budget. In addition to this, the
counties would be expected to develop adequate PFM, Human resource and service delivery

capacity.
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Anohene (2011) did research on the role of budgeting in the financial management
processes of the local governments in Ghana. The study used in purpose the sampling to derive a
sample of fifty respondents made of budget committees within local governments in the Kumasi
area of Ghana. Data were collected using a structured questionnaire. The findings of the study
were there is majority of 90% of the respondents indicated that there were budgetary controls in
the local governments. With respect to the role of budget differences on the financial performance
of the local government, a percentage of 92% indicated that budget differences had effect on the
financial performance of local governments. There was also an observation on the budgeted
revenues and there was realization that it was less than the actual achieved budgets on the ground.
This difference between the budgeted and achieved budgets had an effect on the financial

performance of local governments.

Obwaya (2011) analyzed the role of participatory budgeting on the performance of city
council of Nairobi. A descriptive research design was applied with a sample size of 44 respondents
made of the city council of Nairobi employees used for the study. The study concluded that there
exist a positive and significant relationship between budget participation and organizational
performance. Ndunda et al, (2015) did a research on the influence of local revenue management
on financial distress in selected county governments in Kenya. Through a descriptive survey
design it reveals that revenue management has a positive relationship and is significantly important
to each other. The study findings show that tax compliance has a significant effect on revenue
collection, which subsequently influenced overall budget execution. The study only focused on

Nakuru County.
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2.3.2 Development expenditure and revenue collection

Frank (2019) did a study to evaluate the influence of public participation on public accountability
in Kenya. The study targeted the residents of Kitui County in Kenya. The findings of the study
showed that there is a bigger challenge in process of public participation thus placing public
accountability into jeopardy. The study identified civil education as the cause of lack of public
participation, not all of the respondents is aware that their opinion matters in most of the public
resources available within the locality. The study was concluded by it suggesting that public
forums should be done as part of civil education to the residence. The civil education should be in

line with the law.

Yurtkur and Abasz (2018) use a heterogeneous panel causality test to examine the
relationship between economic growth and R&D spending. Even though there is a causal
relationship, different countries have conservative, growth, and neutrality hypothesis. Inekwe
(2014) discovered a substantial positive correlation between research and development spending
and economic growth for upper-middle income countries, but a negligible correlation for lower-
middle income countries. Additionally, the study found that spending on research and development
has a short-term contractionary influence on growth and a long-term expansionary effect. Freimane
and Blia (2016) use a panel inquiry to look at the relationship between research and development
spending and economic growth in the EU from 2000 to 2013. Their findings are similar to those

of Inekwe (2014).

Kamau (2018) did research on factors influencing performance of county government
projects. The target for the study was Gatundu market in kiambu county, Kenya. The staff of

Gatunde sub-county and Ng’enda ward leaders were not left behind. The study found that factors
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attached to good management were essential for the performance of the county projects. These
factors include effective communication, management experiences, skilled staff of labor and
proper planning. Public participation was also an important factor because the respondents felt like
they were being left out of the development projects whereas they do also have ideas of
developments. Therefore, they suggested that the county officials hold more forums to express
their views and opinions. Monitoring and evaluation also was a strong point of expression from
the study. Poor monitoring was observed to be a limiting factor for the success of these projects.
The study recommends that skilled and competent staff should be hired; effective planning and
efficient communication should be introduced. The County Governments spent 104.51 billion
shillings on development activities, which is an absorption rate of 55.6% of the annual
development budget, down from 57.8 billion shillings which is 57.8% of the reported 107.44

billion shillings in development expenditures in FY 2018/109.

2.3.3 Recurrent expenditure and revenue collection

Acharya (2017) did a research on an economic scrutiny of government revenue and expenditure
in Nepal. The study found that both the government income and expenditure are important fiscal
elements used to gain various economic objectives like proper allocation and price stability. The
research also discovered an increasing trend between the expenditure and income. An increase in
expenditure has been more than that of the government income. The conclusion was that there is
gap between expenditure and government income ad it has been widening as the years go by. The
government income is increasing at a slower rate compared to expenditure. Thus, there is need in

strengthening the tax capacity of the country.
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Alobari (2019) did research on the role of taxation on capital and recurrent expenditure:
implications for economic growth in Nigeria. The study reveals that tax revenue has an improving
and important relationship with capital and recurrent revenue. More, the findings suggest that the
ratio of taxation on capital and recurrent expenditure has a good relationship with GDP there is an
increase in taxation revenue that increases the capital and recurrent expenditure in the government.
Therefore, the study recommends that taxation be the main source of revenue for the government
due to its ability to increase the capital expenditure and also the growth of the economy. The study

also suggests for strengthening of the tax collection systems.

David (2016) did research on the relationship between internal controls and performance
of county governments of county governments in Kenya. The findings of the study revealed that
the respondents were not sure whether the adoption of internal control practices has led to The
County's asset base greatly increasing over time. Also they were neither sure if the County's system
of accounting sufficiently recognizes the receipt and expenditure of grand contracts, they were
neither sure if the adoption of internal control practices has led to the adequacy of the taxes
collected by the county to cover the cost of running the courses, adoption of internal control
practices has led to all levies being collected or paid .it was not certain if the result of such
implementation the County has adequate funds to fulfill its responsibilities efficiently as and when
they fall due. This is therefore an indication that internal control practices in the county
governments have not led to improved performance at the county level. Van and Sudhipongpracha
(2015) argue that government agencies use diverse fiscal instruments to attain economic growth
and social stability. One of these fiscal instruments is government expenditure, a function of

budget absorption. National budgeting in the U.S underwent changes as costs of healthcare and
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social programs expanded and deficits grew. As the economic environment changed, the budgeting
strategies changed markedly and there has been immense attention on budgeting, allocation, and
absorption of resources. Public budgeting is about accountability, governance, financial
management, and pursuance of strategies that deliver optimal public good to the citizens.
Budgeting can be conceptualized as a yard stick of what an entity or country intends to achieve

using limited resources.

Masaviru (2012) conducted research to ascertain whether Kenya's economic growth was
affected by the mix of state expenditures. Data on public spending components such as health,
defense, transportation, education, and economic affairs for the years 1972 to 2008 were
differenced and linearized for estimation using OLS. According to the author, economic growth
was significantly impacted by expenditure on education, whereas it had a weaker impact on
spending on transportation, communications, and economic affairs. Spending on agriculture was
large but had a negative effect on growth, whereas spending on health and defense was not shown
to be significant. The effects of the composition of government spending on economic growth in
Kenya from 1964 to 2011 were examined by Muthui et al. (2013). The authors discovered that
economic growth is improved when government funding is directed towards infrastructure
development and education using the vector error correcting method. Growth was hampered by
spending on public safety, law and order, debt repayment, salaries, and healthcare. The authors
came to the conclusion that investments in infrastructure development significantly improved

economic growth compared to consumer expenditure.
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2.3.4 Summary of Empirical Literature

Title Author Objectives Methodology Conclusion

Effect of | John Kuria | To determine | -The study used | Budgetary participation had the
Budgeting Kamau the effect of | descriptive statistics | greatest effect on the budget
process on | 2017 budgeting performance

budget process  on of State Corporations of Kenya,
performance of budget followed

state Performance by budgetary control, then budget
corporations in of State feedback while budgeting
kenya: a case of Corporations sophistication

kenyatta in Kenya had the least effect on the budget
national performance of State Corporations of
hospital Kenya

Effects of | Joshua To determine | Descriptive research | -Significant  relationship  between
Budgetary Kadenge the effect of | design was used budget and management of financial
accounting 2021 budgetary -Secondary and | resources at the county level
techniques on control  uses | primary datawas used | -There is significant relationship
the on between revenue optimization of
management of management financial resources at the county level
financial of  financial - There is significant relationship

resources at the

resources in

between  budget control and
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county

government of

county

government

management of financial resources at

the county level

Kakamega of Kakamega.
Effect of | Virginiah To determine | Study used a | Study concluded that healthcare
healthcare Wanjuhi the effect of | descriptive budgetary allocation, national
budget Waruingi health budget | research design | allocation  shares and internal
allocation  on | 2020 allocation on | method appropriations had a statistically
county economic significant and positive relationship
government growth of the with
economic devolved economic growth of Counties in Kenya
growth in county
Kenya governments

in Kenya
The effect of | Ruth To investigate Budget utilization has influence on
budget Kathungu | the effect of | Descriptive research | performance of county government
utilization  on | 2016 budget design was used

the
performance of
county
government-
case study of

eastern region

utilization on
the financial
performance
of county
governments

in Kenya
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Effect of | Zipporah To establish | Quantitative Budgets and budgetary controls help
budgeting and | Wayua relationship descriptive research | county governments to estimate
budgetary Mutungi between design was applied revenue and expenditure
control on | 2017 budgeting and
financial budgetary
performance of control  and
devolved financial
governments in performance
Kenya of county

governments
Effects of | Dickson To establish | Descriptive research | Budget  execution  affect  the
budget Ocharo the effect of | design was used | performance of county governments in
execution  on | 2019 budget where secondary data | Kenya
the execution on | from forty-seven
performance of performance | counties from office
counties in of counties in | of  controller  of
Kenya Kenya budgets were relied

on

Relationship Thomas To establish | -Used Descriptive | A unit increase in production increases
between Kipkosgei | the and inferential | financial performance and can be
budgeting Korir, relationship statistics analysis - | enhanced by having well-structured
process and | (2022) between budgetary planning
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financial budgeting Correlation research | -Participatory budgeting is important
performance of process and | design was used. predictor of successful budgeting.
tea processing financial
industries  in performance
Kericho  and of selected tea
Bomet processing
counties-Kenya factories in

Kericho and

Bomet

Counties
Factors Mwasi Determine the | Descriptive research | External factors such as inflation,
affecting Roselyn effects of | design was used taxation and exchange rates are
budget Mkanjala budget -Primary data was | relevant in budget preparation
preparation 2017 preparation on | collected using

budget questionnaires  and

variance stratification was

applied to get the
sample for study.

Effects of | Carolyn To determine | -Adopted Activity-based budgeting significantly
activity-based | Akinyi the effect of | correlational research | contribute to budget goal reallocation
budgeting on | Ochieng Activity- design
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resource-based | 2019 Based -Used primary and
performance in Budgeting on | secondary data
universities in Resource- -Applied  structured
western Kenya based questionnaires  and
performance | secondary data
in universities | schedules to collect
in western | data
Kenya, Kenya
Relationship Fred Obiye | To establish | Correlation research | Review of governance process leads to
between  pos- | Nyakundi the design was used improved budgetary performance
audit practices | 2017 relationship

and budgetary
performance on
Suna East

NGCDF-

Migori county

between post-
audit practices
and budgetary
performance

of  National
Government

Constituency
Development

Fund
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(NGCDF) in

Suna East

constituency.
Budget and | Daniel -Examine Used Survey study | The library budget is an integral part of
Budgeting  in | Emojorho | various with structured | university budgets and is usually
selected Nigeria sources of | questionnaires planned in advance
Universities revenue in

selected

Nigeria

universities’

libraries
Budgeting John Kizito | To examine | Used closed-ended | -Budgeting participation alone does
participation, 2009 the effects of | questionnaires not significantly influence employee

goal
commitment
and employee

performance

budgeting
participation
and goal
commitment
on employee
performance

in the hotel

industry

-Analysis was
conducted using the
Linkert scale

-Applied quantitative

research method

performance but requires both budget

participation and goal commitment
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2.4 Conceptual framework

Mathieson et al (2011), explained a conceptual framework as an organization of ideas within a

study that shows the result of the intended purpose of a study. This study will consider budget

absorption comprising of; budget allocation, development expenditure and recurrent expenditure

as independent variables while revenue collection as dependent variable.

Independent Variables Dependent Variable

Budget allocation

Development f Revenue collection
expenditure — 'L

Recurrent expenditure

Figure 2. Conceptual framework (Source: Researcher, 2022)

2.5 Operationalization of Research Variables

Table 1; Operationalization of Research Variables

Variables Source Source Scale | Measurement
Budget Budget allocation entails taxing, spending | Rosen Ratio | Total
Allocation and debt management of government, | (2013) Amount
(BA) which influences resource (Ksh
allocation and income distribution. millions)
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Development | These are expenditure which majorly | Mogues | Ratio | Total
Expenditure | aims at financing projects which are | (2016) Amount
(DE) considered to generate revenue. (Ksh
millions)
Recurrent Recurrent expenditure is the expenditure | (Olanubi, | Ratio | Total
Expenditure | associated  with ~ wages, salaries, | 2017) Amount
(RE) operational costs and debt repayments (Ksh
among others. millions)
Revenue Revenue collection is the amount of | Awitta Ratio | Total Annual
collection money that a company receives during a | (2010) Revenue
(RC) specific period. Collected

45




CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
This study utilized this chapter to explain the research methodology to be applied. The research
design, population size, sampling procedure were described. The instrument’s reliability and

validity with detailed data analysis process were discussed.

3.2 Research Design

According to Sekran (2001), the research design is a research plan of logical nature that provides
key indications or directions on the way or path the research is to be conducted. Kothari (2004)
defines descriptive research design as one that provides the outline of the existing terms and
conditions, relationships about the research problem under investigation. This research considered
a descriptive research design to analyze the effects of budget absorption of revenue collection
among county governments in Kenya. The design is considred appropriate to run quantitative data

collected from the office of the controller of budgets (OCoB).

3.3 Target Population

A target population is a group of people or elements from which a sample might be taken from
(Saul McLeod, 2019). Ngechu (2004) defines population as a group of individuals, elements,
events or groups of stuff that are under scrutiny by the researcher. Target population is the set of
elements, items or objects or individuals with similar identity characteristics (Mugenda, 2003).
Neuman (2000) defines the target populations as the set of observable identities in elements,
households, persons or events that have been put under investigation or research by the study. This

study considered all the forty-seven county governments in Kenya and collected data for seven
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years (2013 to 2021). The promulgation of the current constitution in 2010 ushered in the new
government structure. The general election was conducted in 2012 which brought to operation the
forty-seven-county government. This study considered year the 2013 as the base because this was

the first year to actualize the devolved government.

3.4 Model specification

Data findings are to be presented using pie charts, graphs, bar diagrams, tables and to facilitate
comparison and for easy inference.

3.5 Sampling and Sampling Procedure

Kothari (2004) defined sample size as the representation of an entire population by a unit or a
section of the population. The study analyzed total population of forty-seven county government
in Kenya hence no sampling was to be taken. According to Ngulube (2003) sampling procedure is
the process that involves the selection of a selected number of respondents for a study. On the
other hand, Schindler and Cooper (2004) urges that sampling procedure is the process being
utilized to select the most appropriate sample size out of a group for a study or the most reliable
sample size. This study did not adopt any sampling procedure because the data were sourced for

all the forty-seven counties from the reports of the controller of budget.

3.6 Research Instruments
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This research considered sourced secondary data from office of controller of budget annual reports
on annual county governments budget implementation and KNBS data. The data collected are on

annual basis over different county government hence constituted panel data.

3.7 Data Processing and Analysis

Marshall and Rossman (1999) argue that data analysis is the process of conducting order, structure
and interpretation to the numerous data collected. According to Saunders, Lewis and Thornbill
(2009), data analysis is the processing of data to make meaningful information after quantitative
data is collected. The study utilized STATA software to clean, explore and run the data collected
to generate desired outputs for analysis using panel regression approaches. The data being of
various county government units on annual timelines required test on pooled ordinary least squares
analysis (OLS), fixed and random effects model to confirm the appropriate model. The study
adopted fixed effects model as appropriate foe analysis. The research analyzed the impact of
variables that vary over time and effect of individual-specific characteristics that are inherently
unmeasurable. The fixed-effects model assumes that the individual-specific effect is correlated to
the independent variable. The random-effects model allows making inferences on the population
data based on the assumption of normal distribution. To achieve the optimal model between fixed
and random effects, the Hausman specification test was conducted. Hausman's (1978)
specification test, compares an estimator that is known to be consistent with another estimator that
is efficient under the assumption being tested. STATA software was used to run descriptive
analysis and inferential statistics. The results are presented in tables and graphs. Correlation and
regression analysis were performed to test the existence of multicollinearity and significance

among the variables.
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This study considered test on the above models because the data set is PANEL data
covering many firms over several years. According to Wooldridge (2010), pooled OLS is
employed when you select a different sample for each year, month and period of the panel data.
Fixed effects or random effects are employed when observing the same sample of individuals. The
fixed effect model was considered in the study with the aim of removing omitted variables
biasness. Analysis by the random effect model was of importance to make inferences on the
population data based on the assumption of normal distribution. The random-effects model
assumes that the individual-specific effects are uncorrelated with the independent variables. The

pooled OLS, fixed and random effects models were to be as follows:

1. Pooled OLS:
RCit =a.+ B1BAit +B2DEit+B3REit+ &it
2. Fixed effects:
RCit =a.i + B1BAit +B2DEi+B3REit +¢it
3. Random effects:
RCit =a + B1BAit +B2DEit+B3sREit +e&it+Lit
Where; RC= Annual County government revenue collection
BA= Annual County government budget allocation
DE= Annual County government development expenditure
RE=Annual County government recurrent expenditure

&it = Within entity error term, pit = between entity error term

49



3.8 Diagnostic Tests

The research conducted diagnostic tests to determine the best model to use. The research
analyzed panel data which requires tests to choose among POLS, fixed effects and random
effects models. The study used Housman test to choose between FE and RE, the test output
confirmed that the FE model was appropriate for analysis.

3.8.1 Exploratory Analysis

The exploratory analysis tests were conducted to analyze the trend plots and growth of the
dependent variable for the years under study. This analysis gives the firms’ behavior over time
to explain the growth patterns of dependent variable over the years.

3.8.2 Descriptive Analysis

This study conducted descriptive test to analyze variability of variables. The output confirmed
existence of variability among all variables. This necessitated the need to transform all
variables to log form to change their functionality as shown in Table 2. Correlation test was
also conducted to ascertain the existence of correlation and significance levels among the
variables under study. Table 3 confirmed that there was no correlation among variables.

3.8.3 Normality Test

After fitting FE model, the study normality test to predict distribution of residuals. Normality
PP-plots and QQ-plot was tested which confirmed that the residuals were normally distributed.
Normality test is appropriate to confirm whether data under study follows normal distribution
or asymmetrical distribution (John & Johnson, 2011). The distribution plots confirmed that the

residuals are normally distributed hence the assumption on normality of data is upheld.
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3.8.4 Multicollinearity Test

The test for multicollinearity was conducted to ascertain if the independent variables have high
intercorrelation in a regression model. According to Dunn (2010), multicollinearity exists if
the independent variables are found to have high intercorrelation in a regression model. The
data under analysis must be free of multicollinearity for analysis. This study used Variance
Inflation Factor test to check on multicollinearity. A mean VIF which is less than 10 implies
nonexistence of multicollinearity but a VIF exceeding score of 10 signify presence of

multicollinearity.

3.8.5 Heteroscedasticity Test

Heteroscedasticity test was conducted to ascertain the distribution of error terms in the model.
Linear regression assumption requires that error term has normal distribution with zero mean
and constant variance and this is known as homoscedasticity (Yang et.al, 2019). Fixed effects
model was considered appropriate model to conduct analysis hence Modified Wald test was
conducted to check on existence of Heteroscedasticity. If P<0.05, null hypothesis of

homoscedasticity is rejected to mean presence of heteroscedasticity.
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CHAPTER FOUR

DATA ANALYSIS, FINDINGS AND DISCUSSIONS

4.1 Introduction

This chapter presents analysis of data, findings and the discussions to explain on the objectives
being sought by the study. The study analysis was guided by three specific objectives and the
findings were presented in figures and tables. The study made descriptive analysis and a regression
model to aid in the discussions and findings. Data analysis was conducted using STATA software
version 16 and linear regression model was established to determine the effects of budget
absorption of revenue collection amongst county governments in Kenya.

4.2 Exploratory Analysis

The trend plot analysis as in Figl was conducted which revealed a similar trend of revenue
collection for the eight years under study. The revenue collection plots show rise and fall trends

with a higher rise in revenue collection during similar period for all years under consideration.
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Fig 2. Trend Plots
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4.3 Descriptive Analysis

This research used overall standard deviation to analyze the variations range of observations from
the mean. The overall minimum and maximum possible values were used to in this study to
measure the lowest and highest value for a given variable under study and the results were as

shown in table 2.

To test the variability of variables, the study conducted descriptive analysis as show below. The
analysis transformed the variables to log for to change their functional form. After transformation,
the variability of variables was removed to ensure they are evenly distributed as shown below. The

descriptive statistics as in table 1 show that budget allocation has a mean of 8.95% with a standard
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deviation of 0.52 and a minimum level of 6.67%. The development expenditure has a mean of
7.43% with a standard deviation of 0.81 and at a minimum level of 4.42%. Recurrent expenditure

had a mean of 8.34%.

Table 2: Variations Table
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4.4 Correlation Analysis

Table3: Correlation Table

logrev~n logbud~n logdev~e logrec~e

logrevenuesn | 1.0000
logbudgeta~n |  0.5583* 1.0000
0.0000

logdevelopse |  0.2120% 0.5254* 1.0000
0.0000  0.0000

logreccurese | 0.6214% 0.7714* 0.4626* 1.0000
0.0000 0.0000 0.0000

A correlation analysis was conducted with a confidence level 95% as shown in table 3. The results
as shown above revealed that all variables are significant. There was no correlation output
exceeding 0.8 which implied that there is no correlation among variables hence precluding

multicollinearity.
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4.5 Multicollinearity test

Table4: Collinearity Table

(olLinearity Dizgnostics

ST b
Variable ~ VIF VIF Tolerance  Squared

opeveniecollection 172 130 00 0B
ogudgetallocation 2.8 LG8 0347 .05
opdevelopmentependiture 144 100

ogreccurentependitire 290 L7T 035 Q.69

The study conducted multicollinearity test to check on the existence of collinearity of variables.
The analysis generated a VIF of 2.22 in table 4 which is less than 5. The low VIF indicates that

there is no multicollinearity among variables considered in the study.
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Table 5.

Eigenval Index

1 4,903 1,000
2004 14,18
300066 21,5022
4 0.0006 3. 2434
5 0.0008 77,0783

Condition Numer 77,6763
Eigenvalues & Cond Index computed from scaled raw sscp (w/ intercept)
Det(correlation matrix)  0.1684

4.6 Fixed and Random Effects models

The study conducted the research on data collected from year 2013 to 2020 and was analyzed as
panel data. The study considered fixed and random effects analysis to check existence of time
related fixed effects and to make inferences on the population data based on the assumption of

normal distribution.
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Table6: Random Effects Model

Random-effects GLS regression Number of obs = 375
Group variable: year Number of groups = 8
R-sq: 0Obs per group:
within = 0.4521 min = 46
between = 0.6686 avg = 46.9
overall = 0.4183 max = 47
Wald chi2(3) = 266.80
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0000
logrevenuecollection Coef. Std. Err. 2 Pylz| [95% Conf. Interval]

logbudgetallocation 5519856 139717 3.95 0.000 .2781454 .8258258
logdevelopmentexpenditure | -.2117304 .0650383  -3.26 ©0.001  -.3392031 -.0842577
logreccurentexpenditure 1.009767  .1279584 7.89 0.000 .7589732  1.260561
_cons -6.016388  .7743725 -7.77 0.000 -7.53413  -4.498646

sigma_u ]
sigma_e .83398982
rho @ (fraction of variance due to u_i)

The analysis above has a chi-test of 0.000 which is less than 0.05. This signify that the model is fit

for testing. All variables are significant with p<0.05.
The analysis on table 6 also has p<0.05 hence the model is fit for analysis.
4.7 Determining best model between Random and fixed effects models.

The study analyzed panel data collected from year 2013 to 2020, which required determination of
the best model to use among POOLED OLS, Fixed effects and Random effects models. Using
panel data, you can consider issues like cultural aspects or variations in corporate business
processes that are difficult to see or measure. Whenever you are solely concerned in examining
the impact of factors that change over time, use fixed-effects (FE). FE investigate the relationship

between the variables that predict and influence an entity's outcomes. Each thing has unique
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qualities that might or might not have an impact on the predictor variables. Every level in a random

effect can be viewed as a random variable drawn from an underlying process or distribution.

Similar to a fixed effect, estimation of random effects offers population level data and,

consequently, information about absent levels, as well as inference about the individual levels.

This is frequently referred to as exchangeability, which is the idea that the levels that are

supplied in a random effect are truly representative levels from a larger collection of levels that

might not even be observed, rather than separate and independent levels.

Fixed-effects (within) regression

Group variable: year

R-sq:
within = 0.4525
between = 0.6801
overall = 0.4180

corr(u_i, Xb) = -0.4328

Number of obs
Number of groups

0Obs per group:
min
avg
max

F(3,364)
Prob > F

375
8

46
46.9
47

100.29
0.0000

logrevenuecollection Coef. Std. Err. t o Pt [95% Conf. Interval]
logbudgetallocation .6364847 1367577 4,65 0.000 3675503  .9054191
logdevelopmentexpenditure | -.2133101 .0655935  -3.25 0.001  -.3422999 -.0843204
logreccurentexpenditure 1.157583  .1271603 9.10 0.000 9975218 1.407644
_cons | -7.993952  .852606  -9.38 0.000  -9.670604 -6.3173

sigma_u | .28712838

sigma_e | .83398982

rho | .10596998 (fraction of variance due to u i)

F test that all u_i=0: F(7, 364) = 4.50

Prob > F = 0.0001
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Random-effects GLS regression Number of obs = 375
Group variable: year Number of groups = 8
R-sq: Obs per group:
within = 0.4521 min = 46
between = 0.6686 avg = 46.9
overall = 0.4183 Max = 4
Wald chi2(3) = 266.80
corr(u_i, X) =@ (assumed) Prob » chi2 = 0.0000
logrevenuecollection Coef. Std. Err.  z Py|z|  [95% Conf. Interval]
logbudgetallocation 551985 139717 3,95 0.000 2781454 8258258
logdevelopmentexpenditure | -.2117304 0650383  -3.26 0.001  -.3392031 -.0842577
logreccurentexpenditure |  1.009767 .1279584  7.89 0.000  .7589732  1.260561
_cons | -6.016388 7743725  -7.77 0.000  -7.53413  -4,493646
signa_u 0
sigma e | 83398982
rho 0 (fraction of variance due to u i)
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Table9:HausmanTable

. hausman fixed random

— (oefficients —
(b) (8) (b-B)  sqrt(diag(V b-v B))
fixed randon Difference S.E,

loghudgetasn | 6364847 551985 0844991 .
logdevelop-e | -.2133101  -.2117304 - 0015797 008516
logreccure~e | 1,157583  1.09767 1478157

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic

chi2(3) = (b-B)'[(V_b-V B)*(-1)](b-B)
nLn

Probychi2 = 0.0000

(V.b-V B is not positive definite)

To determine the appropriate model to use in this study, Hausman test was conducted as shown in
table 9. The results as shown in table 8 has a pro> chi2= 0.0000 hence p<0.05. This implies that
we reject Ho that difference in coefficients are not systematic and accept Hi that difference in

coefficients are systematic hence the study adopted the fixed effects model for analysis.
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4.8 Breush and Pegan Test

The test in table 10 was utilized to decide the best model between fixed effects and random effects
model. The null hypothesis was that the variances across the groups is zero. If p>0.05 at 1.0000,

hence null hypothesis is accepted to mean fixed effects model is appropriate.
Tablel0:BreushPeganTable

Breusch and Pagan Lagrangian muLtiplier test for randon effects
Logrevenuecollection[year,t]) = Xb + u[year] + e]year,t]

Estinated results:
Var s = sqrt(Vr)

logrevesn | 1260357 1,100436
e A9 838%
I 0 0

Test:  Var(u) = ¢
chibar2(el) = .00
Prob » chibard = 1,000
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4.9 Heteroscedasticity Test

This study conducted a parametric statistical test called the Wald test (Wald Chi-Squared Test) as
shown in table 11used to determine whether a group of independent variables is considered to be
significant for a model or not. It is also used to determine the significance of each independent
variable included in a model. The null hypothesis for this test is that data is homoscedastic, to
imply that the variance is constant. The test in table 10 shows a p<0.05 hence the null hypothesis
was rejected which will mean that there is presence of heteroscedasticity in the dataset. The study

applied robust standard errors in the regression to remove the heteroscedasticity.

Tablell.ModifiedWaldTest

Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model

He: signa(i)*2 = signa"2 for all i

chi2 (8) = 18.81
Probychi2 = 0.0159

4.10 Regression Analysis

From table 12, it can be deduced that F-test in the model explains if all the coefficients in the model
are different from zero and shows if the model is significant at 95% confidence level. The p- value
of 0.0000 is less than 0.05, which confirms that the fixed effects model was appropriate to be relied

on for analysis.
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Tablel2:Robust Test

Fixed-effects (within) regression
Group variable: year

R-sq:
within = 0.4525
between = 0.6801
overall = 0.4180

corr(u_i, Xb) =-0.4328

Number of obs
Number of groups

Obs per group:

F(3,7)

Prob » F

min
avg
max

375

46
46.9
4

67.61
0.0000

(Std. Err. adjusted for 8 clusters in year)

Robust
logrevenuecollection Coef. Std Err.  t Py|t|  [95% Conf. Interval]
logbudgetallocation | .63p4847 3810674  1.67 0.139  -.2644546  1.537424
logdevelopmentexpenditure | -.2133161  .090849  -2.35 0.051  -.4281338 0015135
logreccurentexpenditure | 1.157583 4620745  2.51 0.041  .0649503  2.250215
oons | -7.993952 1106787 7.2 0.600  -10.61109 -5.376816

signa u | 28712838
signa e | 83398982
rho | 10596998

(fraction of variance due to u i)

The model as shown in table 12 shows an overall R-sq=0.4180. This reveals that 41.80% of the
changes in the dependent variable (revenue collection) are explained by the independent variables
considered in this study. The remaining 58.20% are explained by other variables outside this study.
The prob>0.0000 show that the model is fit for analysis hence the results are reliable. The
rho=0.1059 is the intraclass correlation to explain that 10.59% of the variance is due to the
differences across panels. The sigma_u 0f 0.2871 and sigma_e of 0.8339 are the standard deviation

of residuals within groups and residuals overall error term. Budget allocation and recurrent
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expenditure have positive and significant relationship on revenue collection while development
expenditure have negative but significant relationship on revenue collection. Budget allocation,
development expenditure and recurrent expenditure have t=1.67, t=-2.35 and t=2.51 respectively.
This mean that budget allocation is not significant to revenue collection while development
expenditure and recurrent expenditure are significant to revenue collection amongst county

governments in Kenya.
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4.11 Regression Coefficients

This study was conducted to determine the effects of budget absorption of revenue collection
amongst county governments in Kenya. The specified model was considered as below and the

STATA output is shown in table 13.

RCit =ai + B1BAit +B2DEit+B3REit +¢it

The analysis was conducted and the fixed coefficients were as below

RC=-7.994 + 0.6365BA - 0.2133DE + 1.1576RE

The panel regression above showed that if budget allocation, development expenditure and
recurrent expenditure between year 2013 and 2020 were held constant at zero, the revenue
collection amongst county governments in Kenya will be at -7.994. A unit change in budget
allocation to county government leads to increase in revenue collection amongst county
governments by 0.636.A unit change on development expenditure would reduce revenue collection
amongst county governments by 0.2133 on the current year while a unit change on recurrent

expenditure would lead to increased revenue collection by 1.1576.

66



Tablel3.

Robust
Std, Err,

|95k Corf, Intemval

topft

(0¢f,

0183
s

Logrevenuecollection

Logreccurentexpenditure

51918 |

S1g1a ¢

tho | 10596398 (fraction of variance due to u 1)
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4.12 Normality test

To apply a variety of statistical analysis techniques, such as individual control charts, t-tests, and
analysis of variance, normally distributed data is required (ANOVA). When data is not distributed
normally, the reason for the non-normality should be identified, and the required corrective
measures should be performed. The study conducted normality test to confirm that the data are
well distributed. The standardized residual analysis using pp-plot graph was conducted as shown

in the figure below. The fig3 below shows that the residuals are normally distributed.

Fig3: Normality Graph
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Fig 4: Variables Distribution
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The study checked on the points which fall along the reference line to interpret a scatter plot. It
was presumed that the data is distributed normally if the bulk of points fall along this line. It can
be concluded that the data lacks a typical trend if the vast majority of points do not follow this
pattern. The scatter graph in Fig4 shows that the error terms are distributed within the stipulated

normal line. The deviations are within the tolerable range with minimal and insignificant effects.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Introduction

This chapter was used to make summary of the study, conclusion and the recommendations basing

on the findings discussed in chapter four.

5.2 Summary

This study was conducted to analyze the effects of budget absorption on revenue collection
amongst county governments in Kenya. Independent variables considered were budget allocations,
development expenditure and recurrent expenditure, while revenue collection was considered as
dependent variable. The researcher utilized secondary data collected from annual county
governments’ budgets implementation reports sourced from office of controller of budgets from
year 2013 to 2020 for all the forty-seven county governments in Kenya. This study will be ideal
given the current devolved governments in Kenya. The study sought to prove insights to the policy
makers based the national government and county governments to enable them make prudent
decisions on resource allocation and prioritizing expenditure. The study also is resourceful to the
researchers, legislators especially the senate and other stakeholders interested with performance of

county governments.

5.3 Conclusion

The county governments have proved to be a vital tool in enhancing equal development of all
regions in the Kenya territory. Previously when the services were centralized in the national

government, many regions such as Turkana, Mandera and other northern regions were
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marginalized in developments. County governments rely on allocations from the national
governments and own source of funds as revenue. The use of budgets is significant to ensure there
is a clear pathway on expected revenues and priority of expenditures. High absorption rate is
considered as a measure of efficiency, effectiveness amongst county government operations and
performance in utilizing the available resources. The lower budget absorption is deemed to signify
stagnated county government performance in terms of developments and service delivery. Erick
(2017) noted that county governments should develop county development fiscal strategy as a
yardstick to ensure a balanced budget implementation between development and recurrent
expenditure. Budget allocations also plays an integral part in ensuring that county government
prioritized expenditures have resources to actualize the achievement. Recurrent expenditure helps
in financing short term services which aid in running county governments activities. From the
annual county governments’ budgets implementation annual reports, it is clear that most counties
allocate huge resources on recurrent expenditure. Some counties have reallocated development
resources to recurrent expenditure which have led to rising senate and public concerns towards the

county governors.

The study found out that development expenditure and recurrent expenditure are significant
to revenue collection while budget allocation was not significant. Budget allocation and recurrent
expenditure are positively significant while development expenditure is negatively significant to
revenue collection. This relationship between development expenditure and revenue collection can
be explained on the basis that development expenditure is long term and may not necessarily
generate revenue for the current year hence will have an inverse effect. The study concluded that
decisions on budget allocation, development expenditure and recurrent expenditure must be put

into consideration by policy makers to enhance revenue collection amongst county governments
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in Kenya. This consideration will ensure county governments are able to generate own source of

revenue and reduce dependence on national government annual allocations.

5.4 Limitations of the Research

The study has considered three independent variables which explains 41.83% of the changes in
the dependent variable this leaves out the other factors which explain 58.17%. The variables not
captured in this study may explain much better the effects of budget absorption on revenue
collection amongst county governments. The study relied on secondary data sourced from
published annual reports from OCoB. The data used to prepare the reports were submitted from
county government treasury. This data may be subjected to biasness since the county officers may

manipulate them to fit their desired levels.

5.5 Recommendations

The study conducted analysis and the outputs gives clear indication that budget allocations,
development expenditure and recurrent expenditure are significant variables county governments
revenue collections. The county governments should have clear policies to guide on priority of
expenditure. Development and recurrent expenditure are significant on revenue collection hence

there is need to have clear roadmap to balance resource allocations.

5.6 Suggestions for further research

This study suggests for more research on determinants of revenue collection amongst county
governments, drivers for efficiency on collection of revenue collection in county governments.
This study found out that development expenditure has a negative coefficient on the revenue

collection of the current year. There is a need to conduct a research using dynamic panel models
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to check the effects of development expenditure on revenue collection for the subsequent year.
This study found R-squared of 41.80%, other studies need to be conducted on other possible

variables responsible for the level of revenue collected.
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IMPLEMENTSTION REPORTS

APPENDIX1: DATA COLLECTED FROM ANNUAL COUNTY GOVERNMENTS BUDGETS

County Revenue Budget Development | Recurrent
County No Year | Collection Allocation | Expenditure Expenditure
Baringo 30 2013 | 201.519606 | 3644.9 366.5 2444.2
Baringo 30 2014 | 249.723429 | 5012.35 1215.55 2945.57
Baringo 30 2015 | 279.317203 | 5901.77 1273.08 3415.48
Baringo 30 2016 | 288.518677 | 6511.43 1466.3 3748.09
Baringo 30 2017 | 301.404377 | 6959.39 087.44 4214.92
Baringo 30 2018 | 359.32152 8125.03 1158.45 4394.23
Baringo 30 2019 | 301.66 8385.34 1730.08 4594.15
Baringo 30 2020 | 205.203689 | 7912.54 887.52 3708.44
Bomet 36 2013 | 200.949332 | 3800 1718.5 1834.4
Bomet 36 2014 | 206.386334 | 4510.49 2053.95 2359.47
Bomet 36 2015 | 166.987287 | 5170.96 2300.87 2770.01
Bomet 36 2016 | 236.697038 | 5590.49 1504.09 3799.88
Bomet 36 2017 | 181.375343 | 6242 874 4074
Bomet 36 2018 | 205.47639 8134 2062 4822
Bomet 36 2019 | 20151 7512.7 1707.43 4505.16
Bomet 36 2020 |183.008302 | 7619.7 1493.68 4148.52
Bungoma 39 2013 | 182.70228 8853.9 562.1 3598.8
Bungoma 39 2014 | 504.623643 | 10255.99 2561.01 4584.06
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Bungoma 39 2015 | 630.988485 | 10053.76 | 3022.84 5252.14
Bungoma 39 2016 | 661.588149 | 10469.91 1844.18 6147.98
Bungoma 39 2017 | 656.750139 | 11254 1507 7124
Bungoma 39 2018 | 788.333189 | 12765.32 2344.53 7226.41
Bungoma 39 2019 | 777.46 13836.13 2654.44 8161.42
Bungoma 39 2020 | 395.118238 | 14002.89 3360.76 8032.87
Busia 40 2013 | 328.993569 | 4305.4 311.8 2161.1
Busia 40 2014 | 315.202075 | 6322.56 2025.02 2971.44
Busia 40 2015 | 334.222084 | 7300.56 2487.22 3378.56
Busia 40 2016 | 256.826239 | 7545.62 1963.61 3917.79
Busia 40 2017 | 176.294585 | 7449 1078 4730
Busia 40 2018 | 292.732697 | 8826.5 1941.1 4707.6
Busia 40 2019 | 225.83 9275.98 1690.39 5060.86
Busia 40 2020 | 322.558227 | 10418.91 2175.49 5298.28
Elgeyo/Marakwet | 28 2013 | 61.001213 2603.7 391.8 1321.9
Elgeyo/Marakwet | 28 2014 | 128.905771 | 3780.93 1128.6 2258.8
Elgeyo/Marakwet | 28 2015 | 128.055734 | 3850.31 881.11 2274.44
Elgeyo/Marakwet | 28 2016 | 97.323973 4739.18 1167.67 2797.01
Elgeyo/Marakwet | 28 2017 | 105.483195 | 4944.69 948.9 2921.59
Elgeyo/Marakwet | 28 2018 | 141.856503 | 5601.08 1333.3 3091.3
Elgeyo/Marakwet | 28 2019 | 131.96 5773.52 1106.74 3236.51
Elgeyo/Marakwet | 28 2020 | 69.075375 5951.74 1449.34 3315.1
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Embu 14 2013 | 168.486515 | 4023.5 148 2597.4
Embu 14 2014 | 401.105103 | 4990.3 625.66 3177.16
Embu 14 2015 | 396.525612 |5728.34 932.31 3024.85
Embu 14 2016 | 416.272247 | 6725.47 2099.16 3660.08
Embu 14 2017 | 416.111597 | 6176 1091 3972
Embu 14 2018 | 629.429825 | 6828.24 1361.23 4552.03
Embu 14 2019 | 509.65 6780.22 1085.73 4077.74
Embu 14 2020 | 375.326291 | 7107.1 1277.2 3950
Garrisa 7 2013 | 35.892845 4847 486.8 1682.6
Garrisa 7 2014 | 130.717649 | 7851 2919.6 3676.6
Garrisa 7 2015 | 105.943675 | 37105.29 | 2600.96 3945.5
Garrisa 7 2016 | 81.958151 7571 2442.4 4681.1
Garrisa 7 2017 | 86.687563 7964 1002 5505
Garrisa 7 2018 | 108.297434 | 10723.65 | 2375.45 6615.45
Garrisa 7 2019 |109.92 10868.38 | 2015.26 6370.06
Garrisa 7 2020 |103.525792 |10176.76 | 1821.16 6643.24
Homa Bay 43 2013 | 134.98539 5314.7 1371.5 2661
Homa Bay 43 2014 | 157.860245 | 5016.23 1862.9 3416.21
Homa Bay 43 2015 | 183.765405 | 6551.7 1903.12 3873.11
Homa Bay 43 2016 | 144.131692 | 6732 1417.49 4319.67
Homa Bay 43 2017 | 106.939465 | 7568.99 1078.23 4067.26
Homa Bay 43 2018 | 101.968 8467.34 1011.12 4726.99
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Homa Bay 43 2019 | 274.6 8969.58 2194.2 4994.06
Homa Bay 43 2020 | 120.412567 | 8984.93 2193.72 5262.57
Isiolo 11 2013 | 125.064066 |2784.6 532.3 1535.8
Isiolo 11 2014 | 133.699318 | 3380.66 1086.5 1758.97
Isiolo 11 2015 | 110.108172 | 3735.36 1118.64 2127.49
Isiolo 11 2016 | 94.996063 3746.43 1292.9 2200.2
Isiolo 11 2017 | 114557116 | 4340.8 1138.42 225191
Isiolo 11 2018 | 161.767322 | 5484.09 997.92 3281.22
Isiolo 11 2019 | 122.08 5733.1 1923.38 3128.91
Isiolo 11 2020 | 57.181282 5761.62 1029.39 3359.35
Kajiado 34 2013 | 453.371648 | 3758.2 576.5 2249.5
Kajiado 34 2014 | 785.837768 | 5668.6 1025.57 3507.47
Kajiado 34 2015 | 650.984978 | 6927 1544.66 3596
Kajiado 34 2016 | 557.094069 | 7010.38 1250.4 3811.52
Kajiado 34 2017 | 682.162558 | 8188 1185 4321
Kajiado 34 2018 | 1076.698544 | 9605.25 2391.17 5335.68
Kajiado 34 2019 |616.8 10252.32 | 1859.24 5370.33
Kajiado 34 2020 | 862.288151 | 10050.63 | 2852.18 6036.54
Kakamega 37 2013 | 325.2163 9640.3 1518.9 3699.8
Kakamega 37 2014 |516.889024 | 10579.46 | 3107.15 4380.14
Kakamega 37 2015 | 504.238292 |12312.45 | 4246.53 5605.76
Kakamega 37 2016 | 443.17602 12369.76 | 5208.76 5636.36
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Kakamega 37 2017 | 440.611031 |13445.27 | 3879.95 6663.96
Kakamega 37 2018 | 858.335582 |14489.43 |4983.68 7194.63
Kakamega 37 2019 | 1180.81 15407.06 | 4924.45 7600.32
Kakamega 37 2020 | 1118.235983 | 16073.68 | 4612.47 7997.84
Kericho 35 2013 | 371.395186 | 3632.6 642.4 2169.8
Kericho 35 2014 | 413.581432 | 4814.64 1245.44 3035.26
Kericho 35 2015 | 434.404563 | 5570.16 1676.54 3135.78
Kericho 35 2016 | 489.980629 | 6298.95 2022.5 3578.22
Kericho 35 2017 | 414.04871 6540.47 996.25 4180.28
Kericho 35 2018 | 473.9784 8417.97 1417.09 4714.78
Kericho 35 2019 | 473.73 8746.13 1771.43 4728.46
Kericho 35 2020 | 595.976653 | 7622.8 18614 4278.9
Kiambu 22 2013 | 1246.68389 | 9323 1155.1 5527.6
Kiambu 22 2014 | 2110.856557 | 10374.02 2287.28 6478.61
Kiambu 22 2015 | 2461.351513 | 11480.93 2265.66 8161.6
Kiambu 22 2016 |2032.980758 | 12399.15 | 2510.49 8301.08
Kiambu 22 2017 | 1693.708234 | 12586 2775 9805
Kiambu 22 2018 | 2742.223118 | 16914 4495 9765
Kiambu 22 2019 | 2466.26 17861.84 | 4411.33 10563.32
Kiambu 22 2020 | 2425.245161 | 17878.4 3312.68 10338.39
Kilifi 3 2013 | 459.575703 | 6701.2 426.2 3586.9
Kilifi 3 2014 | 545.49905 9617.82 2986.44 4535.87
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Kilifi 3 2015 |519.075625 |11520.17 | 3725.87 47435
Kilifi 3 2016 | 620.093575 | 780.98 83.13 584.19
Kilifi 3 2017 | 523.34719 12127 3122 6406
Kilifi 3 2018 | 792.493811 | 14483 3567 6075
Kilifi 3 2019 | 788.78 15034.62 | 3671.47 7653.15
Kilifi 3 2020 | 833.845292 | 14662 4104 7769
Kirinyaga 20 2013 | 200.373963 | 3026 308.8 1493
Kirinyaga 20 2014 | 311.635045 | 4101.58 902.57 2282.39
Kirinyaga 20 2015 | 390.37714 4777.49 1065.09 307546
Kirinyaga 20 2016 | 320.638299 | 5244.86 1083.54 3163.04
Kirinyaga 20 2017 | 343.970322 | 5695 722.28 3872.6
Kirinyaga 20 2018 | 432.638447 |5911.45 1138.52 4025.61
Kirinyaga 20 2019 | 374.74 6131.6 1149.1 3620.7
Kirinyaga 20 2020 | 346.521599 |6795.61 1457.99 4139.33
Kisii 45 2013 | 250.147453 | 6553.2 1822 3357.6
Kisii 45 2014 | 296.771415 | 7449.56 2283.52 4254.77
Kisii 45 2015 | 306.129638 | 9180.07 2540.7 5399.74
Kisii 45 2016 | 271.64438 10070.53 | 2014.89 5970.72
Kisii 45 2017 | 256.284854 |10897.35 | 1901.22 6681.75
Kisii 45 2018 | 342.64669 12011 2285.49 7276.27
Kisii 45 2019 | 333.15 12925.56 | 2543.62 6900.61
Kisii 45 2020 | 403.00186 12671.28 | 2595.11 7184.16
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Kisumu 42 2013 | 621.861798 | 7320.6 681.3 4248
Kisumu 42 2014 | 970.903407 | 7940 1346.36 4411.16
Kisumu 42 2015 | 978.889261 | 9637.62 1828.67 4611.47
Kisumu 42 2016 | 1004.043906 | 9395.21 1982.57 4855.28
Kisumu 42 2017 | 874.901775 | 9215.35 669.36 5264.9
Kisumu 42 2018 | 842.816398 | 11875 2676 5703
Kisumu 42 2019 | 804.35 12215.96 | 2379.77 6740.83
Kisumu 42 2020 | 822.299848 |12780.36 | 1930.92 7322.45
Kitui 15 2013 | 255.241581 | 6489 895.7 3374
Kitui 15 2014 | 320.521294 | 9569.72 2964.75 3936.53
Kitui 15 2015 | 416.188728 |10114.35 | 3771.92 4098.7
Kitui 15 2016 | 315.347364 | 10970.4 3688.65 4625.95
Kitui 15 2017 | 335.122477 | 11243.35 | 3341.76 5978.14
Kitui 15 2018 | 440.523923 |11687.76 | 3304.57 6563.1
Kitui 15 2019 | 408.29 11795.25 | 2918.84 7092.24
Kitui 15 2020 | 326.450311 |11839.81 | 3452.09 7058.38
Kwale 2 2013 | 208.454345 |4391.4 963.5 2231.9
Kwale 2 2014 | 253.97226 6519.74 2027.44 2449.24
Kwale 2 2015 | 248.617586 3257.63 2543.64
Kwale 2 2016 | 221.011186 | 7948.51 2056.69 3803.95
Kwale 2 2017 | 276.295129 | 9315.49 2143.28 444479
Kwale 2 2018 | 315.025181 | 11518.02 | 2609.95 5084.61
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Kwale 2 2019 | 254.45 13246 3505.07 5394.45
Kwale 2 2020 | 250.090346 |12261.32 |3670.21 6075.76
Laikipia 31 2013 | 347.118457 | 3317.8 528.4 2311.9
Laikipia 31 2014 | 400.484744 | 4323.78 979.22 2410.58
Laikipia 31 2015 | 471.147987 |5184.38 1317.55 2676.57
Laikipia 31 2016 | 462.723251 | 5966.48 1547.09 3163.57
Laikipia 31 2017 | 413.328186 | 5706 1011 3791
Laikipia 31 2018 | 815.790157 | 6928 1786 3924
Laikipia 31 2019 | 727.96 7173.11 1024.95 4378.95
Laikipia 31 2020 | 840.396632 | 7498.62 1449.93 4376.6
Lamu 5 2013 | 35.566589 1648.5 199.8 898.9
Lamu 5 2014 | 61.372255 2509.73 575.99 1141.01
Lamu 5 2015 | 57.3244 3180.22 916.55 1588.91
Lamu 5 2016 | 76.960788 3211.2 467.35 1526.21
Lamu 5 2017 | 55.286688 3019.06 361.27 1699.75
Lamu 5 2018 | 81.837327 4846.74 693.6 2208.62
Lamu 5 2019 |108.91 4736.32 843.61 2208.88
Lamu 5 2020 | 108.43365 4706.66 854.12 2263.8
Machakos 16 2013 | 1175.227171 | 8015.7 2566.5 3642.7
Machakos 16 2014 | 1356.559888 | 9262.04 2033.64 5051.72
Machakos 16 2015 | 1121.68095 |11718.15 | 2539.94 5788.71
Machakos 16 2016 | 1259.304944 | 11181.98 | 3343.57 5805.2
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Machakos 16 2017 | 1063.726784 | 10078.54 | 1021.76 6362.38
Machakos 16 2018 | 1557.229789 | 14965.21 | 3097.86 8554.73
Machakos 16 2019 |1376.17 13329.65 | 1958.24 7503.62
Machakos 16 2020 | 1296.364668 | 13488.57 | 2589.41 8367.28
Makueni 17 2013 | 189.187741 |5071.2 1345.5 2713.2
Makueni 17 2014 | 215.349954 | 6971.08 1251.01 3132.92
Makueni 17 2015 | 213.170805 | 9449.93 1504.47 4001.25
Makueni 17 2016 | 216.257976 | 10756.36 | 4036.53 4885.98
Makueni 17 2017 | 319.282234 | 9675 1603 5591
Makueni 17 2018 | 511.702072 | 10651.8 2655.8 5780.7
Makueni 17 2019 | 644.48 11186.28 | 2468.73 5954.61
Makueni 17 2020 |527.527341 |11705.11 | 3310.36 5925.44
Mandera 9 2013 | 90.06863 6987.6 985.2 2578.8
Mandera 9 2014 | 87.729461 1127461 | 4913.1 4106.65
Mandera 9 2015 | 88.234634 11501.41 | 5450.7 4101.76
Mandera 9 2016 | 55.843625 12028.79 | 5831.48 4365.46
Mandera 9 2017 | 61.813295 12246.86 | 3892.28 5644.55
Mandera 9 2018 | 94.23458 13709.96 | 5750.39 6291.37
Mandera 9 2019 | 124.96 13118.31 | 5014.79 6535.53
Mandera 9 2020 | 143.313898 | 13211.36 |4432.3 7212.05
Marsabit 10 2013 | 46.032691 3840 1354.6 2188
Marsabit 10 2014 | 99.107465 5753.77 1919.55 2468.38
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Marsabit 10 2015 | 111.943205 |6276.94 2235.91 3042.75
Marsabit 10 2016 | 128.730136 | 6819.18 2791.75 3349.74
Marsabit 10 2017 | 83.39048 7730.87 2540.47 4027.18
Marsabit 10 2018 | 124.10497 8718.8 3604.99 3862.71
Marsabit 10 2019 |126.71 8348.52 3161.42 4004.93
Marsabit 10 2020 | 110.368253 | 8715.1 3438.43 3764.88
Meru 12 2013 | 343.805963 | 5681.7 1119.3 3904
Meru 12 2014 | 539.23991 774475 2268.19 3985.25
Meru 12 2015 | 548.289334 | 8223.01 1661.35 4550.21
Meru 12 2016 | 552.668157 |10141.1 2238.99 6105.03
Meru 12 2017 | 441.69048 10739 813 5988
Meru 12 2018 | 550.089828 | 12556.1 2641.51 7139.04
Meru 12 2019 | 383.3 11243.65 | 2170.58 7291.56
Meru 12 2020 | 435.932406 |11783.78 | 2625.97 7447.39
Migori 44 2013 | 238.630499 |5530.7 1516 3028.9
Migori 44 2015 | 339.368968 | 7269.2 2152.8 3720.2
Migori 44 2016 | 290.815303 | 7730.7 1867.38 3949.24
Migori 44 2017 | 222.25129 8166.9 1848.99 4084.7
Migori 44 2018 | 376.224761 | 8802 1814 4553
Migori 44 2019 | 305.69 9727.32 1662.82 4937.32
Migori 44 2020 | 288.535155 | 9156.77 2190.14 5144.41
migori 44 2014 | 355.111556 | 5802.87 1905.88 2857.37
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Mombasa 1 2013 | 1716.054436 | 11686 2114 5196.6
Mombasa 1 2014 | 2492.600145 | 9870.2 2092 5625.32
Mombasa 1 2015 | 2943.520686 | 9979.37 2774.61 5770.44
Mombasa 1 2016 | 3166.240961 | 11647.65 2743.13 6390.44
Mombasa 1 2017 | 3159.156334 | 12635 2908 7394
Mombasa 1 2018 | 3705.398047 | 14457 3106 9534
Mombasa 1 2019 | 3260.01 13670 1861.9 8933
Mombasa 1 2020 | 3314.532178 | 15634.6 4750.5 6780.8
Murang'a 21 2013 | 419.989717 |5121.9 1711.7 2403.2
Murang'a 21 2014 | 562.227534 | 5981.6 2348.1 3071.2
Murang'a 21 2015 | 617.526359 | 6900.28 2719.23 3327.59
Murang'a 21 2016 | 506.685732 | 8213 2037 4395
Murang'a 21 2017 | 453.706818 | 8304.25 2199 4369.13
Murang'a 21 2018 | 704.03042 8850.78 2502.68 4658.74
Murang'a 21 2019 | 580.3 8823.44 2804.47 4606.13
Murang'a 21 2020 | 627.164598 | 8884.92 2540.83 5177.35
Nairobi 47 2013 | 10026.1718 | 25225.2 1475.9 9057.8
Nairobi 47 2014 | 11500.04948 | 25588.82 2298.34 18724.29
Nairobi 47 2015 | 11710.0083 | 29088.06 | 4166.16 19784.87
Nairobi 47 2016 | 10929.83035 | 34784.86 3779.73 21078.91
Nairobi 47 2017 | 10109.41949 | 33649 2179 22362
Nairobi 47 2018 | 10248.42539 | 33344.85 5900.44 23497.73
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Nairobi 47 2019 | 8715.07 36981.8 1979.9 213735
Nairobi 47 2020 |9958.038681 | 37881.74 | 5629.64 24506.42
Nakuru 32 2013 | 1816.532536 | 10038 841.4 6498.2
Nakuru 32 2014 | 2200.279602 | 11085 1600.23 6603.59
Nakuru 32 2015 | 2295.462842 | 13985 2230.89 8154.72
Nakuru 32 2016 | 1548.294999 | 15090.55 | 2049.83 8613.39
Nakuru 32 2017 | 2278.646064 | 16098.93 | 1576.63 7977.11
Nakuru 32 2018 | 2814.425385 | 18479 1477 8659
Nakuru 32 2019 | 2551.21 21951.21 | 4109.73 9969.1
Nakuru 32 2020 | 1628.821537 | 20971.17 | 4882.5 8996.8
Nandi 29 2013 | 130.536752 | 3899.8 875.7 24411
Nandi 29 2014 | 298.042483 |5190.4 2266.7 2399.1
Nandi 29 2015 | 236.898601 | 5700 1974.92 3019.66
Nandi 29 2016 | 244.730757 | 6903.32 1833.4 3531.5
Nandi 29 2017 | 197.886883 | 6847.93 716.92 4079.13
Nandi 29 2018 | 208.345024 | 8426.85 1732.33 4994.32
Nandi 29 2019 |283.19 8720.45 1305.21 4778.88
Nandi 29 2020 | 261.039027 | 7611.52 1922.8 5034.26
Narok 33 2013 | 1538.560899 | 7325.2 848.4 4061
Narok 33 2014 | 1639.20571 | 8032.73 2356.71 4302.24
Narok 33 2015 | 1752.937952 | 8306.98 2108.6 5130.3
Narok 33 2016 | 1533.93396 | 9079.49 2150.62 5323.09

93




Narok 33 2017 | 2188.436615 | 9806 1928 6322
Narok 33 2018 | 3122.38366 |10194.85 | 3008.04 6952.16
Narok 33 2019 | 2345.48 11998.09 | 2924 7707.3
Narok 33 2020 |618.992783 | 11665.64 | 1163.03 7709.74
Nyamira 46 2013 | 94.025895 3415.7 639.2 2085.6
Nyamira 46 2014 | 104.254684 | 4678.26 1277.79 2361.57
Nyamira 46 2015 | 106.981969 | 5450.46 1284.15 3033.54
Nyamira 46 2016 | 93.920087 5609.06 979.21 3522.39
Nyamira 46 2017 | 96.617045 6111.82 527.66 3703.45
Nyamira 46 2018 | 165.44757 6954.2 1120.56 4481.79
Nyamira 46 2019 | 185.57 7001.98 1203.2 4568.97
Nyamira 46 2020 | 162.86388 6800.24 1398.2 4347.82
Nyandarua 18 2013 | 138.439331 | 3387 757.3 2325.2
Nyandarua 18 2014 | 240.629472 | 4454.76 1289.04 2643.24
Nyandarua 18 2015 | 279.226186 | 5597.06 1679.72 5354.28
Nyandarua 18 2016 | 296.766563 | 5668.13 1642.72 3320.3
Nyandarua 18 2017 | 318.585599 | 6105.18 895.38 3649.34
Nyandarua 18 2018 | 403.402541 | 7669.09 1581.9 3893.97
Nyandarua 18 2019 | 379.48 7983.71 1893.61 4679.18
Nyandarua 18 2020 | 408.718259 | 7815.57 2044.53 4617.81
Nyeri 19 2013 | 432.22936 4550.4 941.2 3098.4
Nyeri 19 2014 | 680.700067 | 5444.53 1076.11 3739.11
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Nyeri 19 2015 | 709.554435 | 6277.55 1161.3 3804.18
Nyeri 19 2016 | 643.139153 |7282.4 1220.7 4464.4
Nyeri 19 2017 | 760.225951 | 7961.1 841.57 4506.03
Nyeri 19 2018 | 819.811673 | 8836.54 1884.35 5161.05
Nyeri 19 2019 | 664.86 8974.93 164602 5735.44
Nyeri 19 2020 | 886.892734 | 9098.02 2175.81 5575.11
Samburu 25 2013 | 201.001447 | 2906.5 385.7 1790
Samburu 25 2014 | 195.715348 | 4139.75 1618.17 1664.65
Samburu 25 2015 | 166.836134 | 4448.89 1157.68 2502.99
Samburu 25 2016 | 187.663504 | 4668.65 1263.82 2903.28
Samburu 25 2017 | 257.292957 | 4832 549 3038
Samburu 25 2018 | 243.861101 |5861.12 745 3438
Samburu 25 2019 | 215.67 6968.61 947.4 4116.68
Samburu 25 2020 | 70.378827 6790.66 1373.76 3856.45
Siaya 41 2013 | 99.771315 4264.1 1105.8 2435.7
Siaya 41 2014 | 143.328488 | 5884.66 1466.74 2704.95
Siaya 41 2015 | 127.931767 | 6946.32 1835.09 3098.21
Siaya 41 2016 | 172.837124 | 7070.36 1983.35 3646.81
Siaya 41 2017 | 139.336798 | 6845.34 777.57 3333.46
Siaya 41 2018 | 189.668022 | 8443.59 1175.71 4526.53
Siaya 41 2019 | 179.43 8881.8 2122.8 4747.7
Siaya 41 2020 | 332.883061 | 8221.11 2245.77 4706.01
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Taita/Taveta 6 2013 | 126.861698 | 2920.4 530.6 1829.7
Taita/Taveta 6 2014 | 216.603678 | 4147.39 948.54 2558.37
Taita/Taveta 6 2015 | 172.765506 | 4155.76 513.56 2949.31
Taita/Taveta 6 2016 |172.017112 | 4656.43 405.65 2979.4
Taita/Taveta 6 2017 | 193.595795 |5524.4 206.46 3131.1
Taita/Taveta 6 2018 | 332.712552 | 5987.45 1301.84 3764.93
Taita/Taveta 6 2019 | 296.04 5665 806 3634
Taita/Taveta 6 2020 | 302.0054 6114.73 1777 3568.35
Tana River 4 2013 | 31.556087 3206.1 11455 1612.9
Tana River 4 2014 | 33.03349 4923.4 982.74 1274
Tana River 4 2015 | 28.405081 4566.7 2250 1614.58
Tana River 4 2016 | 27.417024 4585.18 1779.11 1767.26
Tana River 4 2017 | 56.625198 5795.03 918.61 2000.06
Tana River 4 2018 | 62.648714 7573.36 1588.65 3203.41
Tana River 4 2019 | 64.47 8035.3 6662.1498 8035.3
Tana River 4 2020 | 83.075805 8145.28 1290.26 3387.18
Tharaka Nithi 13 2013 | 85.372943 2580.2 473 1681.3
Tharaka Nithi 13 2014 | 115.729772 | 3961.08 906.38 1798.29
Tharaka Nithi 13 2015 | 139.130083 | 3815.75 790.94 1905.3
Tharaka Nithi 13 2016 | 78.569191 3959.91 546.72 2227.13
Tharaka Nithi 13 2017 | 126.606742 | 4632 1080 2570
Tharaka Nithi 13 2018 | 245.31716 5721 1395.66 3206.89
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Tharaka Nithi 13 2019 | 270.15 5119.1 1116.3 3097.2
Tharaka Nithi 13 2020 | 254.745602 | 5857.83 1259.58 3675.3
Trans Nzoia 26 2013 | 201.655713 | 4424.5 1072.3 2504.9
Trans Nzoia 26 2014 | 301.267105 |5272.49 1215.89 2875.38
Trans Nzoia 26 2015 | 364.970035 | 6154.87 1789.8 3543.53
Trans Nzoia 26 2016 | 217.893803 | 6875 1711.19 4293.25
Trans Nzoia 26 2017 | 246.062902 | 204265.2 | 1077.21 3137.98
Trans Nzoia 26 2018 | 370.824751 | 8042.56 2395.37 3992.57
Trans Nzoia 26 2019 | 356.08 7974.4 2194.8 4123.4
Trans Nzoia 26 2020 | 340.453746 | 8396.21 2747.97 4659.55
Turkana 23 2013 | 132.882771 |8145.1 2390.8 2322.2
Turkana 23 2014 | 126.524507 | 13122 5784 3234
Turkana 23 2015 | 134.015965 |13517.69 | 6432.92 3727.05
Turkana 23 2016 | 186.316769 |14365.95 |6159.91 5031.5
Turkana 23 2017 | 143.896898 | 12150 1991 6424
Turkana 23 2018 | 175.028751 |15352.29 |1974.22 8495.71
Turkana 23 2019 |176.23 14842.63 | 2511.09 9840.61
Turkana 23 2020 | 209.830607 |15319.89 |2770.28 9439.6
Uasin Gishu 27 2013 | 563.669444 | 4618 1619.3 2816.2
Uasin Gishu 27 2014 | 800.823542 | 6929.45 2434.49 3102.98
Uasin Gishu 27 2015 | 719.042325 | 7542.62 2220.83 3991.47
Uasin Gishu 27 2016 | 663.830778 | 7719.07 1460.35 4134.22
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Uasin Gishu 27 2017 | 819.220211 | 8062.19 1557.04 4732.21
Uasin Gishu 27 2018 | 918.942252 | 9958.06 1635.43 5109.83
Uasin Gishu 27 2019 | 779.33 11567.62 | 2675.35 5424.42
Uasin Gishu 27 2020 | 1105.67654 |12011.93 | 2564.14 5717.14
Vihiga 38 2013 | 123.302433 | 3263.9 725.9 2061.6
Vihiga 38 2014 | 115.939226 | 5873.44 1271.2 2234.59
Vihiga 38 2015 | 138.938281 | 4367.76 970.28 2037.18
Vihiga 38 2016 | 96.033 5040.64 793.12 2925.55
Vihiga 38 2017 | 143.530752 | 5582.24 297.47 2407.91
Vihiga 38 2018 | 177.23329 7002.56 1569.37 4129.68
Vihiga 38 2019 | 148.2 6955.03 1310.27 3576.15
Vihiga 38 2020 | 169.109802 | 6584.5 2002.3 3711.2
Wajir 8 2013 | 61.03293 5365.5 2941.8 1883
Wajir 8 2014 | 107.742634 | 7273.55 3899.39 2673.72
Wajir 8 2015 | 81.782275 8272.8 3533.79 3701.44
Wajir 8 2016 | 75.90872 8681.95 3688.78 4554.11
Wajir 8 2017 | 67.608475 9362 843 5572.01
Wajir 8 2018 | 60.123112 13176.2 4520.16 5861.3
Wajir 8 2019 | 60.42 11610.15 | 3488.08 6127.25
Wajir 8 2020 | 73.955722 10944.1 3105.19 6140.76
West Pokot 24 2013 | 58.887573 3631.3 899.9 2081.9
West Pokot 24 2014 | 103.899329 | 4273.14 1645.84 2388.54
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West Pokot 24 2015 | 98.305114 4830.5 1595.3 2755.3
West Pokot 24 2016 | 83.218907 5246.4 1565.65 3238.44
West Pokot 24 2017 | 88.411177 5649 3427983 5649
West Pokot 24 2018 | 118.824134 | 6469.51 1619.91 3899.5
West Pokot 24 2019 | 107.18 6421.8 1103.21 4247.98
West Pokot 24 2020 | 68.86691 6990.77 2007.48 4256.39
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APPENDIX II: RESEARCH BUDGET

Number | Description Amount (Ksh)

1. Proposal printing and typesetting 4,000

2. Transport and Airtime 5,000

3. Stationery 3,000

4. Report binding services 4,000

5. Miscellaneous 2,000

Total 18,000

APPENDIX I1l: KENYA COUNTY GOVERNMENTS

County Name County Number

Mombasa 1

Kwale 2

Kilifi 3

Tana River 4

Lamu 5

Taita/Taveta 6

Garrisa 7

Mandera 9

Marsabit 10
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Isiolo 11
Meru 12
Tharaka Nithi 13
Embu 14
Kitui 15
Machakos 16
Makueni 17
Nyandarua 18
Nyeri 19
Kirinyaga 20
Murang'a 21
Kiambu 22
Turkana 23
West Pokot 24
Samburu 25
Trans Nzoia 26
Uasin Gishu 27
Elgeyo/Marakwet 28
Nandi 29
Baringo 30
Laikipia 31
Nakuru 32
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Narok 33
Kajiado 34
Kericho 35
Bomet 36
Kakamega 37
Vihiga 38
Bungoma 39
Busia 40
Siaya 41
Kisumu 42
Homa Bay 43
migori 44
Kisii 45
Nyamira 46
Nairobi 47
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APPENDIX IV: WORK PLAN

TASK 2022

1.Topic Identification

2.Submission of Concept

paper

3.Confirmation of the topic

and objectives by Supervisor

4.Proposal submission

5.Data collection

6.Data Analysis

7. Dissertation Submission

8.Dissertation Defence

APPENDIX V: CONCEPTUAL FRAMEWORK

Independent Variables Dependent Variable

Budget allocation

Development f Revenue collection
expenditure —> 'L

Recurrent expenditure
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