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Abstract

Even though there is a budget calendar with elaborate budgetary process carried out by hospitals in Kenya every fiscal year,
with the aim of having minimal budget variances, there is normally consensus that the hospitals’ budget adherence is still poor
in Kenya. The general objective of this study was to evaluate the factors affecting adherence to budgets in hospitals in
Nyamira County, Kenya. The study adopted a descriptive research design. The target population for the study was the 486
participants from 81 public healthcare facilities in Nyamira County. The study used purposive sampling technique to select the
sample of 219 respondents. The data collection instrument was the questionnaires. The data collected was analyzed using
descriptive statistics of the weighted means, mode and standard deviation and inferentially using correlation and regression
analysis with the help of the computer software Statistical Package of Social Sciences Version 24. Results show that all
budgetary factors had positive significance influence on adherence to budget. These findings are expected to benefit the policy
makers in the hospitals in making workable budget policies. Future scholars are also likely to benefit from the findings in their
theory formulation.
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1. Introduction

Adherence to budgets is one of the most successful and useful management accounting techniques that can reap better rewards
if properly understood and implemented (Kamau, Rotich, & Anyango, 2017). In USA, the budget process begins almost one and
half years prior to the commencement of the fiscal year when the Office of Management and Budget (OMB) issues a letter to
departments in April, known as planning guidance. The budget consists of estimates on spending, revenue, information on the
performance of the economy and legislative and policy recommendations (Congressional Research Service, 2013).

Money management principles have been around as long as money existed; the idea of a budget is a re-cent concept, often
attributed to the British monarchy in the 1700’s. The parliament was put in place to establish some form of check and balances.
That time, budgeting was mainly self-serving as the first control was put on the military so that the King could not create a force
to overthrow the parliament. However, things were rarely written down, no regular review or any auditing or reporting. As the
budget expanded to include more areas of government, the idea of a true budget evolved to mean more accountability and control.
Budget institutions stem from the rise of the modern state in Western Europe in the 16th and 17th centuries when the rising costs
of war-fare were leading to an increase in taxation. A higher tax burden led to public demand for greater accountability: citizens
wanted a way to ensure public funds served public interests. This oversight role came to be performed by a parliament containing
elected representatives with the responsibility to approve and review the government’s use of resources.

The Australian Government aimed to improve access to high quality radiation oncology services by funding approved
equipment, quality programmes and initiatives to support the radiotherapy workforce (Australian Government Department of
Health, 2015). The taxpayers and other stakeholders could learn from the budget documentation that the Australian Government
wanted to improve the access to the radiation oncology services by raising the number of sites from 69 in the budget year 2014-5
to 76 in 2017-8.

For many years in Saudi Arabia, the budgetary systems adopted in both developed and developing countries by well-known
experts and writers within and outside the government institutions (Malo & Hakim, 2017). The traditional “line-item budget”,
which not only adopted in the Kingdom of Saudi Arabia but many other countries are using budgetary practices which have
attracted severe criticisms from many experts because, according to them, this system is not helping any government to utilize the
budget as a means to develop efficiency and take decisions regarding allocation of public resources. Program and Performance
Budgeting System was introduced in order to fix this problem and increase rationality elements in the process of budgetary
decision making, for example, the perpetuation of obsolete expenditure is avoided in this budget system (Malo & Hakim, 2017).
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Therefore, PPBS has an obvious appeal to act as a road map to achieve goals since it paves way to use and utilize the available
resources effectively and in an efficient way.

Many organizations in Tanzania recognize the need to have a well-developed and comprehensive budgeting and budgetary
control systems in order to minimize budget variances and maximize efficiency (Marygoreth, 2014). It is common knowledge that
Public utilities in Tanzania are not performing up to the expectations for which they are established. The fact that most of them are
run with budget allocations from their sponsoring governments rather than out of the result of their performance has given rise to
the problem of hiding inefficiency in these companies. Hence, management shy away from clearly defined goals or targets against
which results or performance can be compared during the budget period.

In Ethiopia, Public sector offices are part of the public body which is partly or wholly financed by government budget and
concerned with providing basic government services to the whole society which is achieved through controlling public finance
and, controls are mainly in-built in the public financial management system (Geletaw, 2017). Public financial management
includes the legal and organizational framework for supervising all phases of the budget cycle, including the preparation of the
budget, internal control and audit, procurement, monitoring and reporting arrangements, and external audit. The broad objectives
of public financial management are to achieve overall fiscal discipline, allocation of resources to priority needs, and efficient and
effective provision of public services.

The compositions of the public sectors are varied by their function and purposes, but in most cases, they are designed in order
to enable the public sectors to achieve their goals through control of budget. Because of this Ethiopian government introduce
program budgeting (PB) system for the intention to bring about the effectiveness in budget control and utilization which led to
show the outcomes of budget on public organization (Fenta and Abebe 2012).thus government’s forecast of revenue and planned
expenditure is laid out in its budget, usually produced on an annual basis. The budget is enacted into a law by the legislature,
which authorizes the government to spend funds in accordance with a set of appropriations. Usually, a collection of PFM (Public
Financial Management) laws and regulations further regulate how the approved budget should be executed. Kiringai and West
(2002) recognized the budget as increasingly the key tool for economic management.

In Kenya, the budget preparation process for the following financial year starts not later than 30th August of the current
financial year with the issuance of the annual budget circular by the Cabinet Secretary of The National Treasury. The County
Governments, Ministries, State Corporations, Commissions, Authorities and Government Agencies are required to prepare budget
estimates in compliance with the instructions, guidelines and prescribed formats contained in the circular that support program-
based budgeting and must be supported by the National Government or entity strategic plan (Public Finance Management Act
2012 and Regulations, 2015).

A study by Adongo (2013) shows that since independence Kenya has introduced a number of reforms to the budgetary
process with an aim of maximizing benefits accruable from spending through budget reforms in the public sector. These reforms
are necessitated by perceived unsatisfactory performance when compared with the expectations of the budget provisions. In spite
of these attempts to reform budgetary process in Kenya, it remains unsatisfactory instrument of achieving public policy objectives.
This is because budgets are not clearly linked to the planning process and approved policies. The mismatch between expenditures
and revenues are unending which leads to mini-budgets, reallocations of budget lines and supplementary budgetary estimates.
This was the motivation to conduct a study to assess the factors affecting adherence to budgets in hospitals in Kenya.

2. Research Problem

Even though there is a budget calendar with elaborate budgetary process carried out by hospitals in Kenya every fiscal year,
with the aim of having minimal budget variances, there is consensus that the hospitals adherence to budgets is still poor in Kenya
(Adongo, 2013). This is particularly in terms of products, service delivery and efficiency (Maritim, 2013). This is because budgets
are not properly linked to the budget planning process and approved policies. The incompatibility between expenditures and
revenues does not end which leads to mini-budgets, supplementary budgetary estimates and reallocations of budget lines. In 2016
/2017 financial year, Capital Market Authority (CMA) modified its original budget upward by 20.8%; Energy Regulation
Commission (ERC) adherence to budgets was negative 8% even after revising its budget upward by 14% while Public
Procurement Oversight Authority (PPOA) adherence to budget was negative 10% despite having a supplementary budget
equivalent to 9% of its original budget (Hospitals Portal, 2017). In 2016, Nyamira Hospital Cost sharing budget underpe rformed
by 15%, clinical cost by 22.5% and repair and maintenance cost by 74.6% (Nyamira County Hospital, 2016). The above if not
checked will affect overall long-term adherence to budgets in hospitals resulting to inadequate service delivery to patients. Thus,
this study will focus on the link between the budgetary process that causes significant consistent variations in adherence to
budgets during budget implementation, despite the hospitals investing time and money to go through an elaborate budgeting
process every fiscal year (Maritim, 2013).

Previous studies done in Kenya on budgetary process were not exhaustive. Kihara (2013) studied the factors affecting the
implementation of strategic performance measurement system of parastatal in Kenya concentration on one aspect of strategic
performance, while Gachithi (2010) focused on factors influencing budget implementation in public institutions in Kenya giving
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an overview of institution and the budgetary process it adopts. The study by Njagi and Malel (2012) examined the relationship
between time management strategies and job performance in organizations concentrating on parastatal while Maritim (2013)
examined the effect of budgetary process on budget variances. It is evident from the above studies that factors affecting adherence
to budgets have received a relatively low attention. Thus, this study therefore sought to fill this gap by determining the factors
affecting adherence to budgets in hospitals in Nyamira County, Kenya.

3. Study Obijective
The objective of the study was to examine the factors that influence budget adherence in Nyamira County Hospitals, Kenya.
4. Review of Literature
4.1 Theoretical Framework
4.1.1 Goal Setting Theory

Goal setting theory was developed inductively within industrial organization psychology over a 25-year period based on same
400 laboratories and field studies (Locke & Latham, 2002). Goal setting is effective on any task where the person has control over
his or her performance. Locke and Latham (2002) predicted that participation would enhance goal commitment.

This main effect of participation in decision making on performance was completely mediated by self- efficacy and task
strategy. Locke, Alavi, and Wagner (1997) reviewed all the reviews and controversies regarding participation in decision making.
They concluded that participation in decision making is more fruitfully conceived as a method of information exchange or
information sharing rather than as a method of gaining goal commitment.

In discovering goal mechanism, Locke and Latham (2002) documented the directive effect of goals by showing that when
feedback is given for multiple performance dimensions, performance only improves on those dimensions for which goals are set.
The effort dimension was validated implicitly by showing that people with hard goals work harder, and later others did study
involving direct ratings of effort. Direction, intensity and persistence, of course, are the three aspects of motivated action. Each of
these mechanisms is easily verifiable by introspection. Knowledge is another goal mechanism.

Motivation without cognition is useless. Conversely, cognition without motivation is also useless because the individual will
have no desire to act on what is known. A budget is a way of setting an organization at goals for a specific period of time (Locke
& Latham, 2002). Budgets should therefore be set to a standard that is quite challenging for employees to achieve, obtaining a
high standard set goal creates a sense of efficiency and this will bring about yearn to achieve more. This theory is relevant to
monitoring and evaluation of budgets to the organisation.

4.1.2 Systems Theory

Elliot (1992) developed systems theory by looking at related and interacting components, which work together to achieve a
desired purpose or set of objectives. Wang (2002) refers to information in the sense that assuming information does not
necessarily involve any conscious mind, and patterns circulating (due to feedback) in the system can be called information. In
other words, it can be said that information in this sense is something potentially perceived as representation, though not created
or presented for that purpose. According to Kang'ethe (2002), a system is a group of related and Interacting components, which
work together to achieve a desired purpose or set of objectives.

The need for efficiency and effectiveness therefore brings forth another need of ensuring harmony and synergy between the
human resource as the core resource that controls other resources on the one hand and the other tools of trade, in particular
modern ICT on the other hand so as to realize the objectives of office secretarial management. There is therefore the clear need to
understand the perception of human resource and areas with potential for conflict in the course of interaction between the human
resource and modern ICT. When computer and communication technologies are combined, the result is information technology
systems, or "InfoTech". Information technology is a general term that describes any technology that helps to produce, manipulate,
store, communicate, and/or disseminate information. Presumably, when speaking of information technology as a whole, it is noted
that the use of computers and information are associated (Wang, 2002). This theory supports the influence of budget information
system on adherence to budgets in hospitals to the organisation.

4.1.3 Accounting Theory
Kaplan and Norton (1996) propose that the accounting theory is focused towards provision of a coherent set of logical

principles that form the general frame of reference for the evaluation and development of sound accounting practices and policy
development. Ngrreklit and Mitchell (2010) depict that the purpose in developing a theory of accounting is to establish standard
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for judging the acceptability of accounting methods. Accounting theory helps in explaining and guiding management actions in
identifying and locating information necessary to be used in budget preparation.

The accounting theory has an important normative role in the evaluation of budget and control procedures to be adopted. It has
assisted in making predictions of the likely outcome of budget action in a given set of circumstance and effect of any change in
circumstances. Qi (2010) argues that accounting theory view a firm as a separate entity in which its activities are distinct from its
owners. This principle serves as an impetus to the general philosophy of budget itself as a tool for effective management. Budget
as a tool for standard setting and performance measurement utilize several accounting concepts to a greater extent. Accounting
theory has developed models in which standard can be set. Management accounting theory also provides several yardsticks to be
used for control. That is variance analysis. Since budget is an instrument of plan. It provides a framework of given feed back to
the management on the implementation of budget.

When implementing the accounting theory historical data is instrumental since this data serve as an input for making forecast.
The cost accounting theory developed by Wedgwood in early 20th century which stress on cost identification, allocation and
revenue maximization has provide a basic insight and blue print in budget and control in organization. The matching concept in
accounting also plays a role as reference issue in budget analysis (Flamholtz, 2012).This theory supports budget skills competency
on adherence to budgets adherence in the organisation.

4.2 Discussion of Key Study Variables
4.2.1 Monitoring and Evaluation

According to the study by Kimungunyi, Memba, and Njeru (2015), they argued that if budgeting is administered wisely, it
drives management planning, provides best framework for judging performance and promotes effective communication and
coordination among various segments of business organizations. They established that most people will perform better and make
greater attempts to achieve a goal if they have been consulted in setting the goal.

The idea of participative budgeting is to involve employees throughout an organization in the budgetary process (Kimungunyi,
Memba, & Njeru, 2015). Budgetary participation is expected to be a crucial channel to improve the information exchange and
sharing among all levels of management and when this process is pursued by a firm, it is expected that the realization of the set
target is improved. It was noted that for implementation to effectively occur, a planning horizon must be set (Kimungunyi,
Memba, & Njeru, 2015).

Koech (2015) opines that by planning, problems are anticipated and solutions thought. This helps to reduce on costs and
achievement of goals is enhanced. When budgeting, outcome goals and objectives are linked to programmes, budgets cover all the
aspects of the organization’s mission and that managers set priorities for the coming year at budget committees.

As organizations mature, hospital leaders implement operating budgets, which project revenues and expenditures, typically for
the next year, and incorporate sales forecasts and production schedules (Samuelsson, Andersén, Ljungkvist, & Jansson, 2016). As
the hospital continues to mature, leaders use capital budgets to plan capital expenditures of major assets such as buildings and
equipment for multiple years (Samuelsson, Andersén, Ljungkvist, & Jansson, 2016). Leaders also begin to implement strategic
budgets, which project resources for several years based on strategic plans (Sponem & Lambert, 2016).

4.2.2 Internal Control

Kimungunyi, Memba, and Njeru (2015) argued that financial control is achieved by designing systems and procedures to suit
the specific needs of an organization. In this study, it was noted that most NGOs in the health sector had computerized budgetary
systems, while a few had manually operated budgetary systems. The study found out that effective and efficient budget execution
and accounting processes must be computerized and supported by modern and adequately maintained software applications and
hardware.

The study by Chado (2015) found that cash management and budgeting systems positively and significantly influence the
financial management in the public sector. The study further concludes that security, reliability, macro-fiscal forecasting and
budget preparation and approval influence the financial management in the public sector to a great extent. The study found out
that budget information system can improve public finance management by enhancing confidence and credibility of the budget
through greater comprehensiveness and transparency of information.

The budget preparation process is a time to question how resources are being used and if they could be used more effectively
or efficiently (Lianabel, 2016). Departmental spending should be directly tied to the objectives, strategies, and action plans for the
budget year and aligned with hospital’s strategic plan. Managers should identify and document the operating assumptions that
drive their spending levels. Each line item should have a reasonable basis of estimation, such as sales or production volumes,
number of employees, percentage of salaries, and cost per employee, among others.
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The needs of budgetary guidelines as well as reflect a seemingly contradictory demand of estimators from all levels of
budgeting on intuitiveness, speed and good arrangement of the system (Kolesar, 2017). BIS gives all those who are involved and
have access to the budgetary processes comfort of full support of the processes that are associated with the budget preparation,
modification, control and assessment and whole array of extra tailor-made functionalities. BIS also is needed for computerized
adherence information system for cost allocation.

This budget type therefore provides little explanation of why the money will be spent or what will be achieved. Primarily
objects of expenditures such as salaries, materials and supplies, and goods and services are the basis for organizing expenditures.
Normally amounts spent on line items and staffing levels are described as budgetary inputs, PFMA (2012).

In the government, the line item budget and its natural counterpart, line-item control, allow little opportunity for flexibility
spending and only allows spending in accordance with the approved budget plan. Line item budgets are generally converted to
detailed quarterly and/or monthly spending plans. Accordingly, financial procedures may make it difficult to deviate from the
approved plan, Kirira (2013).

2.4.3 Budget Skills Competency

Budget skills competency is the ability to carry out the budgetary processes such as planning, formulation and execution of a
budget. It involves qualifications and experience of budget planners. Managers for hospitals should know how to prepare a
departmental budget, a quantification of the resources you require to achieve the objectives and actions plans for the next fiscal
year. It is not a formality to satisfy the demands of top management, lenders, or investors. To successfully execute its activities, an
organisation need to ensure have competent human resources & with skills on efficient & effective means of budgetary control
process and procedures, Silva & Jayamaha (2012), states that employees plays an integral role in the process of planning,
monitoring, control and evaluation of budget implementation which contributes to accountability on the usage of budget.

Kipkoech and Silikhe (2017) suggested that to successfully execute its activities, the organization should ensure that it has
competent human resource with knowledge and skills on efficient and effective means of budgetary control processes and
procedures hence improvement in financial performance. All individuals responsible for achieving results should be consulted in
the formulation of budgets. No system of budgetary control can succeed without the mutual understanding of superiors and
subordinates.

Cash flow budget is used to assess whether the hospital has sufficient cash to fulfill regular operations and/or whether too
much cash is being left in unproductive capacities Mugwe (2011), on the challenges of budgeting in government ministries
recommended the need to reform the financial regulations for success in budgeting. Resources are needed to enable the carry out
its mandate, including capacity to monitor industry performance and to en-force regulations. The regulator also needs to have
sufficient capacity to deal with information asymmetries and strategic behaviours by the regulated firms. Budget planning
involves timely preparation of the budget and prioritization of the projects to implement. The process of using budgets to develop
financial forecasts may include cash budgets, sales budgets, operational budgets, capital budgets, strategic budgets, and budgeted
financial statements (Bedford & Malmi, 2015).

4.2.4 Accuracy of Budget Estimates

Any good budget process needs to attain three important objectives, namely, maintenance of fiscal discipline, attaining allocation
efficiency, and operational or technical efficiency Attainment of fiscal discipline has been the main goal of budget reforms.
Enlargement of the legislature's role in budgeting is a new contemporary issue to budgetary approaches. With legislative
budgeting, new responsibilities must be accommodated both to longstanding appropriation processes, and to political relations
with government. The purpose of budgeting is to give those targets and plans financial values, making the progress easily
measurable and to transform the strategic ideas into understandable operative actions Hanninen, (2013).

If there is going to be an over- or under-spend of the budget, then the time to know about it is as soon as possible. A small
over-spend on say simulation equipment in the first quarter may turn into a massive over-spend by the end of the financial year.
Corrective action taken into the first quarter may well be effective; action taken in the last quarter is unlikely to have much effect.
The difference between actual spend and planned spend is called the variance (Walsh, 2016).

BIS provides comprehensive support for all estimators’ activities concerning budget preparation, modification and control at
all hierarchical levels (Kolesar, 2017). The system makes the routine activities such as aggregating, checking-up the classification
validity, or submitting the information automated. The information from the system can be retrieved through user’s interface and
exported for analysis to MS Excel instantly. Apart from the budget management main procedures, the BIS also support several
follow-up processes in the areas such as consolidation, classification management, share register, non-financial parameters
management, or transferring within the public administration sector.
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Capital expenditure budget is the budget whereby the operating expenses have to be budgeted on the basis of the activity of the
hospital units and also includes the following sub-budgets; repairs and maintenance expenses, transport cost, safari expense and
other expenses. The earliest and most basic form of budgeting used by organizations is the cash budget, which projects cash
inflows, outflows, and cash needs (Karadag, 2015). Hospital leaders adopt cash budgets first because of their relative simplicity
and the importance of cash management for survival.

4.4.4 Adherence to Budgets

Adherence to budgets is indicated by implementation of budgeted projects and accountability of what has been implemented
according to the budget. It entails budget variations over time, frequency of supplementary budget and percentage of budget
adjustment. When a budget is created, a map is designed to guide in deciding what things are needed to allocate money to each
month (Uyeno, 2016). Sometimes it may be difficult to adhere to a budget, which is an indicator that either the budget was not
realistic, or that there is need to cut back expenses or make more money. The trick to sticking with a budget is to make it an
emotional investment, which will help to commit to financial plans.

A study by Cheruiyot, Oketch, Namusonge, and Sakwad (2017) states that budgets are important tools of financial
management employed to direct and control the affairs of large and multifarious institutions. They are used not only by
governments, where budgeting had its origins, but in other public bodies, in industry and commerce and in private families. A
budget is a basic tool in management. It stipulates which activities and programs should be actively pursued, emphasized or
ignored in the period under scope, considering the limited financial resources available to the organization.

Budgeting is the basis of the management control process in nearly all organizations and is traditionally described as a
common accounting tool that organizations use for implementing strategies Ostergren & Stensaker, (2011). The study of
Mathenge and Muturi (2017) proposes that annual budget adherence has significant effect on financial performance among public
organizations in Kenya. The revelation that annual budget adherence had a positive effect on financial performance, was a good
indication that increase in proper annual budget adherence management motivates good performance in the organizations. This
found to have a statistically significant effect on financial performance in the organizations.

5. Research Methodology

Descriptive research design was used in this study. This study described and critically determined factors affecting adherence
to budgets in hospitals in Nyamira County. This approach was used because of the researcher was not be able to control the
variable but described the phenomenon that exists during the time of the study. By using descriptive research design, the
researcher was able to bring to light the factors affecting adherence to budgets in hospitals. It also described the extent to which
these factors affected the adherence to budgets in the hospitals in Kenya.

The target population for this study was the employees in hospitals of Nyamira County. According to the report of Nyamira
County Government on 2016, there are 81 public healthcare facilities in the county (ICT Directorate of Nyamira County
Government, 2018). Out of these, there are 8 public hospitals and 73 primary healthcare facilities. This study used public
healthcare facilities because they are involved in government budgetary process, and not the private healthcare facilities. The
study used the purposive sampling because it was deemed more essential to obtain a typical and representative of the whole
population due to the difficulty of covering all the total existing public healthcare facilities (Kothari, 2008).

The researcher was obliged to minimize the study area by focusing on six purposively selected public healthcare facilities with
total population of 486 that to be used as a representative of other staff who have greater impact to influence the public budget and
the county’s overall social and economic issues. The selected public healthcare participants included one of each of doctors,
nurses, dentists, pharmacists, clinical officers and County government officers for budget and finance committee in every
healthcare facility giving 486 respondents.

To select sample size, a list of purposively selected healthcare participants was used. The total number of population of all
participants was 486. Therefore, the sample size of 219 respondents was determined by formula given by Watson (2017)was used
since it took into account the precision of the results, confidence level, degree of variability, as well as the response rate in
determining the sample used for the calculation.

6. Data Analysis and Results
6.1 Descriptive Statistics

6.1.1 Monitoring and Evaluation

The descriptive characteristic of the first independent variable of monitoring and evaluation is presented in Table 1 below.
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Table 1 Descriptive Statistics on Monitoring and Evaluation

Statement Mean Std. Std.
Dev. Error

Our organization has Long-term and short-term 3.66 1.32 0.97
Budget Plans

Our budgets have clear goals and objectives 3.31 0.76 1.91

Our Budgets cover all the aspects of our 4.06 1.06 2.90
Mission Statement

When budgeting, outcome goals and objectives 3.54 1.19 0.02
are linked to programmes

We set priorities for the coming year at budget 3.49 2.01 1.09
committees.

All departments prepare budget plans prior to 3.11 1.75 0.89
the budget year

Grand Mean 3.53 1.35 1.18

The information in Table 1 shows that generally, the respondents agreed that monitoring and evaluation as a factor that
affects adherence to budgets is present in the organizations. This is shown by the average mean of 3.53, which is close to four.
This implies that in the average hospital in Nyamira County, there are systems of monitoring and evaluation of the budgets that
are present. The average standard deviation, which shows the deviation from the mean, indicates that the responses are not far
from each other. This shows that the respondents generally agree that monitoring and evaluation as a factor is present in the
organizations.

6.1.2 Descriptive Statistics on Internal Control System

The second independent variable of the study was the availability of the internal control system as a factor that affect
adherence to budgets in Nyamira County. The descriptive statistics are shown in Table 2 below.

Table 2 Descriptive Statistics on Internal Control System

Statements Mean Std. Dev. Std.
Error

Expenses/costs/allocation to cost centers are 2.76 0.97 1.30
regularly tracked

Revenue Collection and Disbursement is done 3.17 1.05 1.04
regularly

Cash projections are used always 3.19 1.10 1.20

There is an automated bank reconciliation 311 0.89 1.02

Reports are produced monthly, quarterly, yearly 3.13 1.30 0.78

In the hospital there is a computer adherence 3.06 0.60 1.38
information system for cost allocation

Grand Mean 3.07 0.99 1.12

Table 2 above shows that the respondents neither agreed nor disagreed whether there were strong internal control systems in
the hospitals that they work in, or not. This was shown by the general mean of 3.07. The standard deviation of 0.99 indicates that
the responses from one respondent to another were close to one another. This generally implies that the respondents were
indifferent on whether the internal control systems were strong or not.

6.1.3 Descriptive Statistics on Budget Skills Competency

The third objective sought to establish how budgeting skills and competency affected adherence to budgets in Nyamira
County’s hospitals. The descriptive statistics on the status of budgeting skills and competency are shown in Table 3.

Results indicate that the respondents generally disagree that budget skills competency is not generally available in the budget
planners in the hospitals in Nyamira County. This is shown by the weighted mean of 2.39, which is closer to two. In the Likert
scale, two represents “disagree”. The relatively large standard deviation value of 2.39 shows that the responses were widely
distributed from each other. This finding can generally be interpreted to mean that budget skills competency is low in the County.
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Table 3 Descriptive Statistics on Budget Skills Competency

Statements Mean Std. Std.
Dev. Error

The budget planners in the hospitals are 2.85 1.67 0.71
highly qualified

The budget planners have much 3.22 1.34 1.39
experience in budgeting

The budgets are planned in conjunction 1.99 1.67 2.01
with external experts

The budget planners are regularly trained 1.53 2.02 2.61
on budgeting skills

There are regular budget planning 2.38 2.21 2.10
seminars

Grand Mean 2.39 2.38 1.76

6.1.4 Descriptive Statistics on Accuracy of Budget Estimates

The fourth factor that was used in the study to measure adherence to budgets was accuracy of budget estimates. The
descriptive statistics on this factor is shown in Table 4 below.

Table 4 Descriptive Statistics on Accuracy of Budget Estimates

Statements Mean Std. Dev.  Std. Error

The budgets in your department 2.05 1.90 0.91
are in most cases accurate

The planning of the budgets is 2.60 2.10 1.93
always aimed at attaining accuracy

The budgeting information 1.77 1.39 1.09
system is always accurate

The skills competency are aimed 1.87 1.33 0.99
at achieving accuracy in budget
estimates

All  budgets have always 2.77 2.14 1.02
achieved minimum variances

Grand Mean 2.21 177 1.88

Information in Table 4.4 above shows that the respondents generally disagree that that the accuracy of budget estimates in
Nyamira County’s hospital departments is proper. The grand mean of 2.21 suggests that the level of accuracy of the budget
estimates is low indicating that the match between the budgets and the application of the funds is wide. This may further indicate
that there are huge budget variances in the departments. This is confirmed by the relatively low standard deviation value of 1.77. It
therefore implies that the budgets prepared in the County are far from accurate which seems to show that there could be high
levels of misuse of the allocated funds.

6.1.5 Descriptive Statistics on Accuracy of Budget Adherence

The dependent variable in this study was adherence to budget adherence. The descriptive statistics on this variable is shown in
Table 5.

Table 5 Descriptive Statistics on Accuracy of Budget Adherence

Statement Mean Std. Dev. Std. Error

The budgets have always been followed when 2.03 1.92 0.38
plans have been made

There is a definite budget committee that 2.47 1.20 1.90
implements the budgets

Any deviations from the budgets are immediately 2.39 2.01 1.92
corrected

The budget is always discussed by all 291 1.99 0.77
stakeholders

Grand Mean 191 1.84 1.99
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Table 5 shows that the level of adherence to budgets is low. The respondents generally disagreed that budget adherence was
available. The weighted mean of 1.91 shown in the table indicates that budget adherence level is low. The standard deviation
value of 1.84 further indicates that the responses were not far from each other.

6.2 Inferential Statistics
6.2.1 Correlation Analysis

To establish whether there was a relationship between the variables, a correlation analysis was conducted. The correlation
analysis shows the direction, strength, and significance of the relationships among the variables of the study (Sekaran and
Bougie, 2010). A positive correlation indicates that as one variable increases, the other variables will also increase. On the other

hand, a negative correlation indicates that as one variable increases the other variable decreases (Sekaran, 2003).

Table 6 Correlation between Study Variables

Budget Monitoring Internal Budget Accuracy
Adherence & Control Skills Budget
Evaluation Systems Competency Estimates

Budget 1

Adherence

Monitoring & 346" 1

Evaluation

Internal 394 136 1

Control

Systems

Budget 2727 124 .056 1

Skills

Competency

Accuracy 212" .032 .001 .065 1

Budget

Estimates

Note: *p<0.10, p<0.05 p<0.01

From the results in Table 6, several conclusions can be drawn. First, all correlation coefficients are less than 0.80 in general
and therefore there is no issue of multicollinearity between the independent variables. According to Gujarati and Porter (2009),
multicollinearity exists in a set of data is the correlation coefficient is above 0.80 beyond which the variables will yield spurious
results.

Secondly, it has been indicated that monitoring and evaluation is significantly and positively correlated with budget
adherence among the hospitals in Nyamira County. This is indicated by the correlation coefficient of 0.346 that is significant (p
< 0.01). The inference here is that if monitoring and evaluation increases by one unit, there is likely to be a significant increase
in the adherence to budgets in the hospitals by 0.346 units.

Furthermore, internal controls are positively and significantly related to adherence to budgets as shown by the correlation
coefficient of 0.394. The implication is that if internal controls are enhanced by a unit in the hospital units, adherence to budgets
increases by 0.394 units. Moreover, budget skills competency is also shown to be significantly and positively correlated with
budget adherence with a significant correlation coefficient of 0.272 that implies a unit increase in budget skills competency
results to an increase of 0.272 in adherence to budgets in the hospitals. The correlation between accuracy of budget estimates and
adherence to budgets was found to be a significant 0.212 implying that a unit increase in accuracy of budget estimates results to
a corresponding increase in adherence to budgets of 0.212.

Generally, the correlation findings presented in Table 4.7 indicate that the relationship between the identified factors and
adherence to budgets id positive and significant. These results confirm the findings by Kimungunyi, Memba, & Njeru (2015), who
evaluated the effect of budgetary process on financial performance of NGOs in Health Sector in Kenya, and those of Koech
(2015) who studied on the effects of budgetary control on the financial performance of selected manufacturing companies in
Kenya. These two studies reported a positive and significant relationship between some identified factors and performance of
firms. The study findings are however in contradiction to those of (Chado, 2015) who investigated the effect of integrated
financial management information system on the financial management of public sector in Kenya. The study suggested that
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budget information system might not significantly improve public finance management by strengthening confidence and
credibility of the budget through greater comprehensiveness and transparency of information.

7. Conclusions and Recommendations

Based on findings for the first objective which concluded that monitoring and evaluation has a positive significant effect on
adherence to budgets hence implying that holding all factors constant, a unit increase in monitoring and evaluation leads to a
significant increase in adherence to budgets, it is concluded that monitoring and evaluation is an important factor in enhancing
adherence to budgets in the organizations.

In line with the first objective’s findings which showed that monitoring and evaluation has a positive significant effect on
adherence to budgets and conclusion that monitoring and evaluation is an important factor in enhancing adherence to budgets in
the organizations, it is recommended that monitoring and evaluation efforts are enhanced in the county in order to ensure that
budgets are adhered to at all times.
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