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Abstract

The Public Procurement and Asset Disposal Act 2015 stipulates guidelines on the whole procurement and disposal process in
Kenya. This study sought to establish factors influencing disposal of assets in the public sector in Kenya, with a case study of
the Mombasa County Government. Specifically, the objectives focused on were procurement regulations, tendering,
procurement staff training and inventory management. The Act however does not give conditions of the association between
public asset and their disposal planning in connection to when these assets are being procured or planned to be procured.
There needs to be a plan of how the surplus, obsolete, obsolescence and unserviced assets are disposed of not left on yards and
stores to gather dust and deteriorate further thus attracting unnecessary costs. Theories in connection to the study were the
inventory control theory and the transactional cost theory. Case study design of research was employed targeting a population
of one hundred sixty six managers of various levels at the Mombasa County government offices with a sample size of thirty
three managers picked from the top, middle and lower management levels. Stratified sampling method was used. Data was
collected primarily using questionnaires and secondarily from books, journals, other published and unpublished research
works from governments and non-government publications. A pilot study was carried out to determine the validity and
reliability of the questionnaires and data analyzed by use of qualitative and quantitative methods. In addition, graphs, pie
charts, regression analysis and statistical package for social science were used to present the data. Findings were that the four
variables: procurement regulations, procurement staff competencies, tendering and inventory management all positively
influenced asset disposal. It was therefore recommended that other factors that influence assets disposal in the public sector
need to be determined by additional research since the four variables contribute only 45% of all the variations in assets
disposal.
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1. Introduction

Increasing the effectiveness, efficiency and transparency of procurement systems is an on-going concern of governments and
of the international development community (OECD-DAC, 2005). At the end of their useful life, all that is purchased must be
reused, possibly in modified form, or be disposed. For ecological reasons, attempts are increasingly being made to avoid dumping
products with a shift preference to reusing them in whole or in part (Knolmayer et al, 2006). Disposal is the act of derecognizing
an asset that has reached the end of its useful life when no future economic benefits or service potential is further expected from
its use. Assets of such nature must be disposed or boarded off either with the aim of producing some financial returns or
decongesting the stores to make way for new items and products (Atiga et al, 2015). Transfer of an asset from an institution’s
ownership and control is called asset disposal (Aberystwyth University Press, 2018). Tanzania’s Public Procurement Act number
21 of 2004 defines disposal of assets as the divestiture of public assets.

Sale by public tender or auction has been emphasized as the most preferable method of disposal is a lengthy process
consuming time and money while the assets continue to lose value and attract additional costs at yards and stores, is a last resort to
disposal when an asset cannot be of any slight use to any other public department or institution, which equally indicate the over-
use or neglect of surplus assets whilst they could have been traded-in or donated as part of Community Social Responsibility
(CSR) to learning institutions, as an example (Aberystwyth University Press, 2018). In his study on Tanzania’s disposal of assets
in government executive agencies, (Ndosi ,2013) found out that 40% of costs incurred during disposal are as a result of unclear
government polies on disposal and 74.7% of respondents concurred that the regulations guiding disposal in Tanzania did not give
details on criteria for disposal of assets of the public sector. 56.6% of the respondents gave affirmation that there are various
challenges on disposal of assets of the public sector.

2. Research Problem
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Assets that are obsolete, surplus or unserviceable need to be disposed otherwise they attract costs through maintenance,
insurance, storage and many other costs that exceed returns derived from that asset. Visits to public sector organizations have
revealed that equipment that should have been disposed are lying in many government institutions’ yards and stores, gathering
dust and physically depreciating more (Susan & Namusonge, 2014). The duo, in their study on factors affecting rate of disposal of
assets in public sector organizations, found out that 67.9% of government departments in Yatta sub county of Kenya had neither
disposal plans nor disposal committees; and of those that had these, 65% said the process of asset disposal in their respective
government ministries depended on higher authority to endorse disposal activities and took too long to finalize.

Marendi and Wahome (2015) in their study of effects of unserviceable assets disposal on performance of government
ministries, found out that poor inventory control practices lead to accumulation of unserviced assets at the treasury of Kenya. The
duo also realized that most government ministries didn’t keep records of their assets and that a disposal process of unserviceable
assets ought to be improved in government ministries. Deya and Ondieki (2013) did a research on effectiveness and efficiency of
PPADA Act of 2005 in shaping competitive procurement and disposal in the civil service in Kenya. They found out that the
enactment of the Act improved procurement and disposal practices competitively and that there was need to make the Act have
strong international standards, a workable legal framework and reliable ICT mechanism to carry out procurement and disposal
procedures.

While elaborate plans are made by county treasuries on procurement of assets in their County Integrated Development
Planning paper of each financial year, there is evidence that the same effort is not being given to disposal of obsolete, surplus and
unserviceable equipment or assets. Plans for an asset’s disposal ought to be established when its procurement is being planned for.
The PPADA has not emphasized this. From Deya and Ondieki’s (2013) findings in their research paper, the public that contributes
to the procurement of these assets, and to whom the assets are expected to serve are angered by sights of assets lying unused,
expired and deteriorating away in yards and stores of public offices. The duo further established that the PPADA only orders
county governments and other public institutions and department to have procurement plans in their CIDP, but emphasis is not
given on disposal procedures as well for assets that are unserviceable, unused, reached useful end-of-life, obsolete or obsolescent
(Deya & Ondieki, 2013).

3. Study Objective

The study was guided by the following specific objectives:
i. To establish the influence of procurement regulations on asset disposal in the Mombasa County Government.
ii. To examine the influence of tendering on asset disposal in the Mombasa County Government.
iii. To determine the influence of procurement staff competencies on asset disposal at the Mombasa County Government.
iv. To assess the influence of inventory management on asset disposal at the Mombasa County Government.

4. Review of Literature
4.1 Theoretical Framework
4.1.1 Inventory Management Theory

Inventory control contains all activities and considers all consequences, which are connected with the storage of items. One of
the most important decisions is about the quantity of inventories (Zizler & Morgensten, 2007). Inventory has become a
commercial area of concern because of the costs associated with it related to storing and maintaining the inventory, in particular
their minimization in the whole supply chain, and at the same time, the pursuit of maximum demand satisfaction (Samal &
Pratihar, 2014).

Inventory is said to be deterministic or stochastic. Deterministic is if it does not admit any variation. Conversely, demand is
said to be stochastic when there is variation in demand (Silver & Peterson, 1995). Inventory is the life-blood of any organization
and therefore a crucial element in its survival. Failure to efficiently and effectively manage inventory could spell doom for an
organization in terms of declining performance and even losing customers for profit oriented organizations (Marendi & Wahome,
2015). It is therefore in this sphere that control of whatsoever type of inventory, including that of assets is closely monitored to
avoid overstocking, under stocking, and ensure quality of stocks including non-obsolescence, non-expired, and serviceable stocks
only.

4.1.2 Transaction Cost Theory

Transaction cost theory (TCT), or transaction cost economics (TCE), has become an increasingly important anchor for the
analysis of a wide range of strategic and organizational issues of considerable importance to firms (Williamson, 1994; Ghoshal &
Moran, 1996; Williamson, 1996; Jones, 1998; Madhok, 2002). In particular, the TCT has been employed in studying firms’
boundaries, vertical integration decisions, the rationale for conducting an acquisition, the networks and other hybrid governance
forms. The TCT has expanded its breath to strategic management and international business in seeking to explain how firms
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internationalize and the structural arrangements required to improve the odds of success. In fact, it is reasonable to put forward
that the TCT has become a pervasive theory in organizational studies (Rodrigo et al 2010). Transaction Costs Economics is part of
the New Institutional Economics research tradition.

4.2 Empirical Review

In a study carried out by Myers et al (2002), it revealed that in UK, same departments that were involved in procurement
handled disposal of equipment therefore created a need for value-adding disposal services by producers and distributors of
equipment to help increase income by sales. Technological advancement was found as the main reason for obsolescence of
equipment; technological advancement and software upgrades were given as important antecedents for end-of-life. Most
equipment that were surplus, unserviced or having reached planned for end-of-life period, were reused in small businesses,
households, public institutions, charities and international second hand markets via sales to brokers or transfer to employees. 56%
of the companies received income from sale of their redundant equipment.

Atiga et al (2015) while researching on statutory compliance in asset disposal practices in the public sector in Ghana found out
that in only two of the five tertiary educational institutions being examined had internal policies or guidelines on disposal of
stores. Those institutions with stores policies had not reviewed their policies in the last 5 years. The policies also seemed to exist
in name only as they are rarely applied. Predominantly senior management staff clearly understood the legislation but half of the
accountants/Heads of Department (HoDs) did not understand Ghana's procurement legislation and the guidelines regarding the
disposal of stores, plants and equipment. Most of the HoDs were not directly involved in assets disposal activities. High costs are
incurred during disposal as a result of unclear government policies since the Tanzania’s Act that guides procurement and disposal
does not specify on disposal criteria. This is a main challenge facing disposal of surplus, unused, unserviced and obsolescent and
obsolete stocks in Tanzania’s public sector (Ndosi, 2013).

Marendi and Wahome, (2015) cited accumulation of unserviced assets in government ministries being as a result of poor
inventory control practices, in a study that sought to find effects of unserviced assets disposal on performance of government
ministries in Kenya. They also found out that most government ministries did not keep records of its assets, in terms of a register
to locate all a ministry’s assets physically, to know if the assets are in a workable condition, the costs of maintaining assets and
their planned disposal date and criteria. In conclusion, the duo suggested need to improve the disposal process in government
ministries is wanting and that improvement in terms of staff education, technological use and improved policies to strengthen on-
time disposal as the necessary steps the government should take.

Susan and Namusonge (2014) had findings that the disposal process by tender was found to be too long and this made the rate
of disposal low. Neither disposal plans nor committees were available at government departments of Yatta County and the
personnel in charge depended on higher authority to endorse disposal activities; leading to assets that are unused to lie idle
government yards and stores. Other factors that led to low rate of disposal at Yatta County as established by the duo in their
research to determine factors that affect rate of disposal of assets in public sector organizations, included cannibalizing, vested
interests among senior officers, high obsolescence rates lack of finance to initiate disposal process and high reserve prices that are
not achievable. Deya and Ondiek (2013) established the need to develop workable legal framework and reliable ICT as a means to
improve effectiveness and efficiency of public sector procurement and disposal to shape competitive purchasing in the civil
service in Kenya. It was further determined by the duo that employment of international standards was also necessary to increase
competitiveness of disposal activities in the public sector.

5. Research Methodology

Research design has been defined by Kothari (2004) as the arrangement of conditions for the collection and analysis of data in
a manner that aims to combine relevance to the research purpose with economy in procedure. The design is considered appropriate
as it enabled the researcher to reach many subjects within limited time.

The target population is the population in which the researcher generalizes results (Mugenda & Mugenda, 2003). The
respondents were managers of various levels because they are the decision makers, process owners, drivers and enablers on the
process of procurement and disposal at the County Government of Mombasa. The County of Mombasa has eleven departments
and each has a County Executive Member, a Chief Officer and a Director.

6. Data Analysis and Results

6.1 Correlation Analysis

Correlation analysis was used to measure the relationships between disposal of assets and each of the independent variables
(procurement regulations, tendering, procurement staff competencies and inventory management).
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Table 1 Correlation Coefficients

Procurement Tendering Staff Inventory Asset
Regulations competencies management disposal
Procurement  Pearson 1
regulations correlation
Sig. (2-
tailed)
N 105
Tendering Pearson 141 1
correlation
Sig. (2- .220
tailed)
N 105 105
Procurement  Pearson -121 .106 1
Staff correlation
competencies
Sig. (2- .289 .357
tailed)
N 105 105 105
Inventory Pearson 113 .034 -.093 1
management  correlation
Sig. (2- .325 .768 418
tailed)
N 105 105 105 105
Asset Pearson .564** 493** A14%* 592** 1
Disposal correlation
Sig. (2- .000 .000 .000 .000
tailed)
N 105 105 105 105

Table 1 show that all the independent variables have significant positive influence on the disposal of assets. Inventory
management has the strongest influence (0.592) followed by procurement regulations (0.564), tendering (0.493) and procurement
staff competencies (0.414).

Schooner and Whiteman (2000) stated that sound regulations have a positive contribution to effective and efficient delivery of
service in public sectors of both developed and developing countries. The duo further established that regulations mean policies
with principles, transparency and probity. As a policy document that regulates procurement and disposal activities from the
planning stage to the execution phase, the PPADA 2015 gives direction on the disposal committee’s formation and mandate and
the disposal methods to be used. As can clearly be seen, procurement regulations are necessary for a credible, clear and
streamlined asset disposal in the public sector in Kenya, which includes the Mombasa County Government.

Tendering results from the need to transparent operations in order to enhance competitiveness and transparency (Ogot, 2009).
Competitive tendering has embraced alternative means of procuring public sector facilities and disposal of its assets, to the
traditional reliance upon an in-house team delivery approach. This is believed to provide greater flexibility in both procuring,
managing and disposal of goods and facilities. Competitive tendering ensures a process of selecting a preferred supplier or buyer
of disposal goods from a range of potential contractors by seeking offers (tenders) and evaluating these on the basis of one or
more selection criteria” (Australian Industry Commission, 1996).

Tersine and Toelle (1984) suggest that excess inventory is a "dead weight". Among other adverse effects, it uses valuable
storage space, inflates assets, diminishes working capital, and causes a reduction in return on investment (ROI). The duo also
claims that inventory is in fact a liability if it costs more than it earns. They suggest a variety of means of disposing of excess
stock: return to supplier, third-party sale, and even charitable donation the PPADA 2015 as a regulation in their procurement and
disposal roles.

6.2 Coefficient of Determination (R?)

Regression analysis is a set of statistical processes for estimating the relationships between variables. This helps to determine
which factors matter most, which factors can be ignored and how these factors influence each other.

Since it has been noted that there is significant relationship between the independent and dependent variables, it is necessary to
determine the explanatory power of the model. Table 2 shows that 49.4% (R square) of all the variations in disposal of assets are
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explained the relationship between disposal of assets and procurement regulations, tendering, procurement staff competencies and
inventory management. Other factors outside this research explain 50.6% of the other variations in disposal of assets

Table 2 Model Summary

Model R R Square Adjusted Std error of the
R squared estimate
1 .703% 494 467 12231

a. Predictors: (Constant), inventory management, tendering, staff competencies, procurement regulations
The model had a good explanatory power.

6.3 ANOVA Analysis

The ANOVA summary is always to test the hypothesis that none of the independent variables has significant influence on the
dependent variable against the alternative that at least one of them significantly influences the dependent variable. It also
determines if the model was adequate for the specified mode. When the p value is less than 0.05 the null hypothesis that none of
the independent variables influences the dependent variable is rejected. Table 4.3gives the results

Table 3 ANOVA
Model Sum of df Mean F Sig.
squares square
1 Regression 1.068 4 267 17.841 .000°
Residual 15 100 .015
Total 2.568 104

a. Dependent variable: Asset disposal
b. Predictors: (Constant). Inventory management, tendering, staff competencies, procurement regulations

Results from Table 3 shows that at least one of the variables has significant influence on the asset disposal.
6.4 Regression Analysis

Table 4 Regression Coefficients

Model Unstandardized Standardized T Sig.
Coefficients coefficients
B Std Beta
Error
(Constant) .505 137 3.677 .000
1 Procurement 14 .024 400 4.693 .000
regulations
Tendering .096 .035 231 2.730 .008
Procurement .099 0.25 335 3.946 .000
Staff
competencies
Inventory .097 .022 337 4.485 .000
management

a. Dependent variable: Asset disposal
The regression equation was given as:

Y =0.505 + 0.114X; + 0.096X, + 0.099X3 + 0.097X,
Where;

Y = the dependent variable (Blues Economy Performance)

X1 = Procurement regulations

X, = Tendering

X3 = Procurement Staff Competencies

X4 = Inventory Management

This model implies that for every 11.4% change in procurement regulations, 9.6% change in tendering, 9.9% change in
procurement staff competencies and 9.7% change in inventory management there is one-unit change in disposal of assets.

Based on the Table above, it can be seen that; procurement regulations positively influences firm’s ability to dispose assets
efficiently. This in agreement with the results of Schooner and Whiteman (2000) who stated that sound policies have a positive

222 I IJARKE PEER REVIEWED JOURNAL Vol. 1, Issue 4 May - Jul. 2019




INTERNATIONAL JOURNALS OF ACADEMICS & RESEARCH ISSN: 2617-4138 | www.ijarke.com
IJARKE Business & Management Journal DOI: 10.32898/ibmj.01/1.4article21

contribution to effective and efficient delivery of service in public sectors of both developed and developing countries ; inventory
management significantly and positively influences firms’ ability to dispose their assets. This is supported by the research of
Wahome and Marendi (2015) which found that unserviceable assets should not be left to accumulate undisposed. Staff training
has significant influence on disposal of assets; this supports the findings of Onyango, (2012) which stated that emphasis should be
put in developing key personal competences.

7. Conclusions and Recommendations
7.1 Conclusions

The findings indicate that availability of procurement and disposal regulations positively influences assets disposal. These
regulations guide the assets disposal process and ensure that there is no accumulation of non-beneficial assets.

The study also established that procurement staffs that are competent in procurement and disposal procedures are trained. This
in turn significantly influences disposal of assets. Public sectors are keen on ensuring that their procurement staff gets the relevant
and adequate training on procurement and disposal procedures.

From the findings of the study, inventory management also influences disposal of assets. Good tools, procedures and theories
on handling ensure that assets are disposed when they have exhausted their useful economic life.

The study concluded that all the four factors have significant positive influence on the disposal of assets. This study has proven
that the effect of the variables under study on disposal of assets at the county government is large and direct, and the general
understanding is that the efficiency disposal of assets (output) can only be as good as the factors affecting it (input), procurement
policies, tendering, staff training and inventory management.

7.2 Recommendations

The study recommended the following:

i. That there should be procurement regulations in place in place. These policies should be reviewed from time to time to
ensure improvement and give solutions on emerging assets disposal issues. The law governing asset disposal should be
easily understandable and available to the procurement practitioners.

ii. The study recommends that county governments such as Mombasa County should hire staff on merit, train them to
improve their competencies and the procurement and disposal staff should be guided to on correct interpretation of the
policies.

iii. Investing in training of its procurement staffs to equip them with knowledge of procurement practices such as better
inventory management and the legislative framework surrounding disposal of assets and public procurement. This would
in turn result in efficient asset disposal process that adds value to the county government with long term commitment to
quality in service delivery. It was evident from the study that some of the respondents in procurement lacked the basic
skills necessary for performance of the relevant tasks.

iv. The researcher further recommends that the county government invest heavily modern inventory management systems as
opposed to current manual registers. The global market today is very dynamic and the customer demands are rapidly
changing with every passing minute or second, counties therefore cannot continue enjoying the value adding benefits
from procurement by serving the same clients using the same conventional ways. County governments such as Mombasa
that needs to continue being market leaders therefore cannot afford to have business as usual and continue to lead, vibrant
inventory management systems are therefore the way to go sustain this kind of market leadership into the future but
investment into it has to be made today.
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