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ABSTRACT  

County Governments have a basic role to provide services to members of the public using the 

taxes collected at national and county level that need to be put in proper use. Measuring financial 

performance is an indicator to evaluate County performance. The office of Controller of Budget 

has reported unmet revenue collections by Counties and delayed disbursement of funds by the 

treasury as the biggest challenges affecting Counties financial performance. The two cited 

concerns have led to increased pending bills, unexecuted budgets and low service rating by 
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members of the public on County Government’s financial performance. High financial 

performance expectation by members of the public since devolution has necessitated Research 

to be carried to establish influence of revenue streams on financial performance of County 

Governments in Kenya. The study based on four theories; accounting theory, public management 

theory, optimal theory of taxation and agency theory. The study employed descriptive research 

study within the boundary of Kakamega County with a target population of staff in finance and 

planning, revenue collection, members of budget & finance committee, Executive committee 

members and respective Chief Officers. The Research targeted a population of 704 County staffs 

with a sample size of 30%. The research used questionnaires and structured interview as primary 

data collection tools and authenticated Kakamega County financial documents. Concurrent 

validity was used to test validity and a test and retest employed to test the reliability of the data 

collection instruments. Regression analysis was used to established how revenues streams had 

influenced County financial performance.  Uncooperative respondent, vast geographical 

coverage of Kakamega County and lack of research material limited the research findings. The 

data collected was analyzed using tables, graphs and diagrams. The research findings aimed to 

assist the County Governments to improve on fund management, streamline formulation of 

policies on County financial management, a guide for fiscal policy formulation among actors in 

devolution and open up space for scholars to carryout studies on financial performance in 

Counties. The research had 91% response rate. From the research findings, it was established that 

Counties in Kenya had had not met own source revenue targets since the start of devolution in 

Kenya due to unexploited revenue channels and that there was delayed equitable share allocation 

disbursement in Counties. The findings further revealed that the public was not aware of 

conditional grant as a source of County financing and that despite Counties borrowings, it had 

not helped in 100% budget absorption.  Counties had a total of 160 billion pending bills. This 

had resulted to Counties borrowing between 500 million and I billion at high interest. It was 

concluded that unmet County revenue collection and delayed disbursement of equitable share 

allocation had led to Counties accumulating huge pending bills, incomplete projects, unmet 100% 

County budget absorption rate and expensive County borrowings. The research recommends 

Counties to venture into unexploited revenues and national Government to streamline policies on 

fund disbursements to Counties. The research suggests further studies on administration of 

Conditional Grants to Counties.   
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CHAPTER ONE  

INTRODUCTION  

1.1 Background to the Study  

Financial performance is important aspect that communicate whether an organization is able to 

cover its operations using available finances. It has been a major concern to financial managers 

on how best to get high financial performances with increasing expectation from the public on 

the roles of local Governments. Gomes and Alfinito (2013) argued that local Governments in 

developing nations were being faced with scarcity of financial resources that impacted on their 

financial performance. In Kenya as per the constitution (2010), there are 47 County Governments 

which are semi-autonomous, managed with funds from national Government and locally generate 

revenues. Kenya PFM Act (2012) explains how public fund have to be utilized.  

Bertelsmann (2019) report dubbed “local public Finance in Europe” indicated that Austria 

Municipals recorded high taxes due to economic strength and municipal size. The report 

concluded that taxation increases with increase in economic growth. Good use of financial 

resources to the disposal of local authorities spurs economic growth and increases taxes.  

Government’s raises revenues from citizens thus it’s of great importance to impose taxation to a 

population that is economically empowered to achieve revenue targets with the support of the 

taxpayers who are the citizens.  

Besley and Persson (2009) noted that increasing tax collection was important for economic 

growth as IMF (2019) pointed 90% of countries from conflicts of war substantially improved 

their GDP through efficiency revenue mobilization. It’s prudent to generate revenues for 

development and safeguard nations from public debts associated with financial costs (Akitoby, 

2020). There is need to improve tax revenue to address development to citizens. In Europe, 

Sweden had successful local tax administration which was based on high degree of trust, strict 

monitoring and control of public finances (Europe news, 2015).  

Measuring financial performance is achieved if measured against the resources allocated. 

Governments key finance source that facilitates implementation of financial mandate is from 

taxes.According to Akitoby (2018), IFM reported that Georgia had tax revenue to GDP ratio 

doubled to 25% due to simplified tax system and curbing tax exemptions. This ascension 
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supported the idea that financial performance can only be achieved if the source of finance is 

well accounted for.   

Kral (2016) noted that the basic impulse for financial and economic analysis of a company is the 

knowledge and evaluation of its financial health. Good financial reports of an organization are 

signs of good utilization of finances. There is need to keenly access and evaluate County financial 

performance to evade what was witnessed in South Africa. The 1998 white paper noted that local 

Government was unable to perform its functions effectively to apartheid era that had led to 

disregard for development in rural areas arising on revenue sharing formula differences with the 

central Government (Oosthuizen, 2017).  

World Bank (2015) report indicated between 2001 and 2012, Tanzania Government introduced 

free primary education from savings it could have incurred servings of debts. The scenario tells 

that if borrowings are not well utilized, they become a cost. With proper financial management 

practices, saved financial cost can be allocated to economic activity. Tanzania local authorities 

borrowing approval is only done by local Government loan board (Arun R. 2015)  

County Own Source Revenue  

The FY 2022/2023 Controller of Budget highlighted challenge that had impacted negatively on 

Counties budget implementation was underperformance of County own source revenue (COB, 

2023). Total fund received by Counties for the FY2019/2020, only 10% came from own source 

revenue (COB, 2022) an indication of poor revenue administration by Counties. IMF (2016) 

fiscal transparency evaluation report indicated Counties overestimate own source revenues 

contributing to fiscal imbalances. FY2013/2014 Counties budgeted to collect 60 billion but 

collected 25 billion (CRA, 2015).   

Kenya Treasury (2017) policy paper recommended Counties in Kenya to enhance public 

participation on revenue collection measures for public support. It’s anchored in Kenya 

constitution that any policy that involve the members of the public has to be subjected to public 

participation for members of the public approval. Policies on tax collection by Counties directly 

involves members of the public who are tax payers.   
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Equitable Share Allocation to Counties by Commission of Revenue Collection  

Counties in Kenya receives equitable share from the national Government from revenues raised. 

With devolution and shared responsibilities between national and County Governments, 15% of 

national collected revenues shall be allocated to Counties (Kenya Constitution, 2010). FY 

2019/2020 witnessed the CRA allocating 316 billion to Counties from 314 billion the previous 

year translating to 1% increment (Auditor General-Kenya, 2020). This fund has to be utilized 

well for Counties to execute planned budgets.  

Other than 15% of the audited taxes, equitable allocation by the CRA is depended on various 

factors which include County population, County Size and even County economic activities. In 

this respect, Nairobi County as per Equitable share allocation by CRA since devolution (CRA 

report 2024) has been getting the biggest share of equitable all action due to high population and 

economic activities taking place in the County.  

Conditional Grants to Counties  

Conditional Grants have been channeled to Counties with an aim of improving Counties financial 

positions and execution of their programs. The period between 2013-2022 Kakamega County 

received a total of 7.3 billion Conditional Grants constituting 7% of the total County revenue 

(Kakamega County, 2023). The statistics explain the importance of Grants on development of 

County Governments.   

Due to the fact that Conditional Grant is assigned to specific project, there is need for the County 

Governments to use Grants to the satisfaction of donors for increased funding. Conditional Grant 

as a source of revenue t county Governments is well structured and has proper checks and 

balances as it involves both local and international donors.   

County Borrowings  

ENSafrica institute gave guidelines to County Governments seeking to tap to debt market on 

modality to be followed which included national Government guaranteeing and Counties 

assemblies’ approval; only 4 Counties met the criterion (ENSafrica, 2021). The constitution 

permits County Governments borrow to fund development (Kenya constitution, 2010). County 
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borrowings has resulted to increase in financial cost as Auditor’s General report (2019/2020) 

indicated that Counties incurred a total of 650 million financial cost.  

County Governments in Kenya  

Adaptation of Kenya Constitution of 2010 brought about the County Government in Kenya. The 

Constitution clearly spell out the mandates of each level of governments.  In Kenya the 

constitution established 47 county governments and distributed functions to the 47 counties and 

the national Government. In additional to establishment of the county governments and 

distribution of functions, the constitution also explained on how the County Governments will 

get finances to meet their mandated obligation. These sources of funds become the County 

revenue streams which had great influence on County financial performance.   

Its good practice for local Governments to put in proper utilization of its finances so that proper 

checks and balances with various arms of Governments are put in place. In Kenya the County 

Governments are put in place by the members of the public who have direct responsibility to hold 

Governors to account for all finances at their disposal. Any Governor who is implicated in any 

fund mis use is eligible to be impeached by the County assemblies who act on behalf to the 

members of the public as it was witnessed during the impeachment of Hon Waititu and Hon. 

Sonko of Kiambu and Nairobi Counties respectively on the account of mis use of County finances 

(Kenya senate, 2022)  

1.2 Statement of the Problem  

There are challenges   County financial performance as we have witnessed high county pending 

bills, incomplete County projects and poor service delivery by County Governments. This 

necessitated need for research to established influence of revenue stream on County financial 

performance.  

Own source revenue constitutes only 11% of the County budgets (COB, 2020). With 

approximately 160 revenue channels to the disposal of Counties, only 10 core channels are being 

used to raise revenue (COB, 2015). FY2013/2014, Mandera and Wajir recorded 1% of own 

source revenue collection as per the County Revenue Baseline Study (COB, 2015). FY2022/2023 

Kakamega County generated 1.2 billion on own source revenue against a budget of 2.2 billion 

(KCRA, August 2023).  
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There is delay in disbursement of equitable share by treasury yet the fund constitutes 80% of the 

County budgets. There have been attempts by the Governors to shut down County operations due 

to delayed fund disbursements. Kakamega County (2013-2022) devolution scorecard report 

highlighted delay in fund disbursement by treasury as a major challenge that hindered its 

programs.  

Conditional Grants given with a condition of matching funding between Counties and the funding 

agencies are discriminating to Counties with low collection of revenue. The Conditional Grant 

funding model to hospital construction requires a County to funds 25% of the project to be 

granted the remaining 75% (COB, 2022). The policy does not promote equality to all Counties.  

Constitution of Kenya (2010) gives Counties guidelines on how to tap to debt market to fund 

development projects. Counties have violated the Kenya PFM Act (2012) and engaged local 

financial institution in overdrafts facilities to meet operational costs. Kakamega County engaged 

with co-operative bank for an overdraft of 500 million to pay salaries (Nation newspapers June 

29, 2023).  

1.3 Purpose of the Study    

The purpose of the study was to establish influence of revenue streams on financial performance 

of County Governments in Kenya.  

1.4 Objectives of the Study  

i) To determine the influence of own source revenue on Financial Performance of Kakamega 

County.  

ii) To establish the impact of equitable share allocation on financial performance of Kakamega 

County.  

iii) To established the impact of Conditional Grants on financial performance of Kakamega 

County Government.  

iv) To assess effects of County borrowing on financial performance of Kakamega County 

Government.  

1.5 Research Questions  
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i) What influence does County Own Source Revenue has on Kakamega County Financial 

Performance?  

ii) What impact does Equitable Share Allocation has on Kakamega County Financial 

Performance?  

iii) What effect does Conditional Grants has on financial performance of Kakamega County 

Government?  

iv) What effect does County Borrowing has on Financial Performance of Kakamega County?  

1.6 Significance of the Study  

The study aimed to assist County Governors to put into proper utilization of finances at their 

disposal so that SMART County budgets are generated with 100% budget absorption rate. The 

research findings are a resource tool to the office of Controller of Budgets in formulation of 

policies that will fast-track monitoring of all funds to County Governments.  

The research findings are a useful tool to the Ministry of treasury and national planning so that 

its policies are aligned to the constitution to enable stakeholders in devolution to work seamlessly 

for the common goal of service provision to the members of the public. The research findings are 

useful to scholars interested in carrying out studies on County Government’s progress in Kenya 

on financial performance.  

1.7 Scope of the Study  

The research was carried out in Kakamega County of the 47 Counties in Kenya. The study used 

sampling method to get sample size from the Kakamega County staff in finance and planning, 

revenue collection department, budget implementation committee, County Executive committee 

members and Chief Officers. The study relayed on accounting theory, public management theory, 

optimal theory of taxation and agency theory. The study covered a period from January 2023 to 

June 2024 using financial performance data of Kakamega County Government for a period 

between 2013- 2024.  

1.8 Limitation of the Study  

There were few literatures on devolution with only 12 years since County Government system in 

Kenya was started, researcher obtained latest data on devolution from the internet. The researcher 
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encountered uncooperative respondents who feared that the research findings was evaluating 

their performance. The researchers explained the purpose of the study then produced research 

authorization letter from the Mount Kenya University, consent form was signed and research 

permit from NACOSTI was availed to respondents to give true information. The responded was 

scattered across the 12 sub counties of Kakamega, geographically it was challenging to reaching 

every corner of the County. The researcher had to sample respondents from each sub-County.  

1.9 Delimitation of the Study  

The researcher carried out the study within Kakamega County though the findings represented 

all 47 counties. The study did not get respondents from the Government institutions working 

toward devolution like CRA, The Treasury, OCOB, Auditor General and the Senate.  

The research only used staff of Kakamega County and elected leaders as target population without 

researching on citizens who reside in Kakamega County.  

1.10 Assumption of the Study   

The researcher had assumed that the research proposal will get approval from Kakamega County, 

Mount Kenya School of Post graduate, NACOSTI and be completed within the stipulated time 

frame. The researcher assumed that all data relevant to the research was to be available. It was 

assumed that sampling method was to be well represented and have 100% retrieval of the 

questionnaire.  

  

  

  

1.11. Operational Definition of key Terms  

Revenue Streams- Sources that the County Governments get money to finance their programs.  

Financial Performance - The measure of an organization results in terms of its operations and 

policies in monetary terms.  
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Public Good- services that members of the public are entitled by law that are provided by various 

Governments equally rendered and consumed without a fee but funded by revenue collected.  

Capital Budgeting- allocation of funds to a project that is not consumed but have long term 

stream of income or benefit.   

County Governments- levels of Governments at grassroots level which have constitutional 

mandate to offer services to citizens in collaboration of the national Government.  

 Equitable Share- money transferred by national Government to County Governments from the 

raised revenues at national level capped at 15% of the total raised audited revenues.  

Financial Cost- cost incurred by an entity for the value of using money given by a financial 

institution.  

Fiduciary duty- this is an individual responsibility to act solely in the best interest of the other.   

Conditional and Unconditional Grants- Conditional grants are financial assistance from 

development partners or Governments to Counties that comes with restriction on how to spend. 

Unconditional Grant is assistance to Counties that has no restriction.  

Cash Crunch- a situation where a company/organization run low on cash in a way that impacts 

operations of business and activities unable to fulfill financial obligation.  

Budget Absorption Rate- share of actual expenditure out of targeted expenditure.  

CHAPTER TWO  

LITERATURE REVIEW  

2.0 Introduction  

This chapter reviews revenue streams to County Governments and how they impacted on 

financial performance. The chapter encompasses theoretic framework, empirical framework, 

conceptual framework, gaps to be filled by the research and summary of the literature review.   

2.1 Theoretical Framework  

2.1.1 Accounting Theory  
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Accounting theory developed by Hendriksen (1977) supported improving accounting and 

reporting of financial transaction in an organization so that they are not static. Accounting theory 

looks at uniformity in accounting practices. Tuovila (2021) noted that the most important aspect 

of accounting theory is its usefulness and that it should provide important information that can 

be used for business decisions. Sound financial management practices in Counties can lead to 

good financial performance. Counties should adopt accounting practices as it’s envisaged in law 

(PFM Act, 2012) as this can lead to budgetary controls resulting to quality usage of County 

finances.   

Prasanna (2023) alluded to the fact that accounting theory is important as it help in tracing of 

accounting transactions. Financial performance appraisal is vital in establishing if resources have 

been properly managed. Kumar of the University of Luknow emphasized on accounting theory 

that has ethical approach of justice, truth and fairness and emphasized that accounting reports 

and statements are not subjected to undue influence. Application of accounting theory practice 

will help seal loopholes experienced in management and administration of local generated 

revenues so that Counties execute their transaction using the IFMIS platform as envisaged in law.  

2.1.2 Public Management Theory  

Counties are public entity thus the public management theory developed by Hood (1991) focuses 

on increasing efficiency in service provision among Governments. The theory emphasizes on 

ethical, responsible and fair practices. The theory explained how to improve financial 

management. It brings efficient and effective practices within the public sector. Counties need to 

embrace the public management theory approaches to improve on aspect of financial 

management for high financial performance.   

Harries (2012) advised that the new public management practice focused on technical efficiency 

which is measured through quality service provision to the public. Counties loose fund through 

theft or corruption due to un-ethical practices of County staffers. Corruption has led Counties not 

meeting their budgets which negatively affect financial performance. There is need for quality 

service to citizens of Counties as a yardstick of proper utilization of resources for good financial 

performance.  

2.1.3 Optimal Theory of Taxation  
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Optimal theory of taxation developed by Ramsey (1927) argued that the best way to raise revenue 

is taxation that maximize consumer satisfaction. The theory established taxation that seek 

consumer satisfaction is the best thus Governments need to formulate friendly tax policies. Funds 

for both levels of Governments come from taxes from members of the public, they expect return 

on investment. Counties can spur economic growth if they use public fund economically. There 

is need to adhere to budgetary control to satisfy citizens and recording high budget absorption 

rate.  

Smith (1976) observed in wealth of Nations that good taxes meet criterion namely; should be 

cheap to administer, convenient to taxpayers, proportionate income level. Taxes are required to 

fund Governments programs. Kordana (2017) noted that taxation practice should consider 

revenue raising and distributive objectives. Governments raising of revenue should go in line 

with its function and tax payers have to see the value of the taxes paid. This demands that both 

levels of Government must account for tax collected for good financial performance.   

2.1.4 Agency Theory  

Agency theory emphasized the existence of collaborative affiliation between parties; the one who 

distribute the authority (principal) and the one who receives the authority who is the agent (Jensen 

& Meckling, 1976). In this contest, the principal is the citizen and the agent is elected County 

leadership. Kopp (2023) alluded that you will not always find interest of the principal and the 

agent in alignments. To reduce the non-alignment, the agent acting for the principal must pay due 

care in executing the agent mandate to the satisfactory.  

There is corporate rule that seek to establish norms and customs that prevent the adverse results 

of the divergent corporate interest brought about by implementation of agency theory (Gordon, 

2023). The theory assumes that what is done by County Governments should not conflict the 

wishes of citizens. To support this, it’s enshrined in the constitution that public participation must 

be carried out when formulating Counties CIDPs. All work achieved by Count Governments 

should be the description of the desires of citizens. Financial performance can be measured on 

how financial management is administered and development implemented in Counties.  

2.2 Empirical Review  
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2.2.1 County Governments Own Source Revenue on Financial Performance of Counties  

Statistics from controller of budget indicates that own source revenue in counties fund only 20% 

of County budgets (COB, 2023). Adam Smith International (2014) on a study “own source 

revenue potential and tax gap in Kenya Counties” alluded challenges in tax compliance by 

County Governments. In Iceland, local authority, own source revenue account for 78% of the 

total revenue received (Prokok, 2001). Kamara (2021) of Nairobi University in the study “effect 

of tax administration on Revenue collection in KRA” alluded that tax administration is key in 

determining the tax collected by Countries. The study support Mwakaloba (2015) argument in 

the article of Africa journal of economic reviews that Government’s raises revenue and use to 

finance public investment.   

Treasury Kenya (2018) in budget policy statement to parliament, observed that administrative 

inefficiencies and gaps in policy contributed to low level of own source revenue in Counties. 

Bungoma County Finance act (2018), involved bodaboda in legislating the act (Bungoma County 

Finance Act, 2018). It was problematic for rides to pay daily fee of ksh. 30 thus opted for ksh. 

500 p.a and it was legislated, there was increase in compliance and revenue collection. Oguso 

(2022) observed that optimization of revenue potential in the Counties is core to Counties meeting 

expenditures. Prime Cabinet Secretary of Kenya (personal Communication, June23, 2023) 

advised Counties to formulate taxation policies that void excessive taxation to investors.   

It should be noted that own source revenue by County Governments has to be accounted. Tsumba  

(2020) observed that proper internal control had positive effect on revenue collections by County  

Governments in Kenya in his study “determinants of revenue collections by County Governments 

in Kenya”. Counties have capacity to generate own source revenue as per the annual County 

Budget Implementation Review Report for FY2022/2023 (CBIRR, 2023). The report noted that 

Lamu County had 119.8% achievement target on own source revenue for the FY 2022/2023. 

OSR analysts argued that Lamu County, the smallest County in Kenya (IEBC, 2013), cannot be 

a good reference on evaluating County performance on own source revenue in Kenya.  

Own source revenue is key in implementation of County projects as Bird (2020) noted that one 

of the most pre requisite for successful service delivery in devolved units is effective mobilization 

of revenues. KIPPRA (2015) undertook a study on County Government revenue performance in 

Kenya and established the need to enhance civic education and public participation for the public 
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to be sensitized on importance of taxation. There is need to exist mutual relationship between 

citizens and Governments for proper collection and utilization of revenues. When the public is 

involved in project identification at Counties, they are informed and in a better position to hold 

County Governors responsible for utilization of collected taxes.   

2.2.2 Equitable Share Allocation and Financial Performance by County Governments.  

Equitable share allocation is disbursed by treasury to Counties for their financial operations. 

Equitable share is capped at not less than 15% of total revenue raised by the national Government 

(Kenya constitution, 2010). KRA the FY 2021/2022 recorded revenue collection of 2 trillion 

from 1.6 trillion the previous financial year as per the press release (KRA, 2022). This enabled 

the CRA to allocate 315 billion (CRA, 2023). Despite being anchored in law Counties still 

witness delayed release of the equitable share leading to accumulation of pending bills. This has 

challenged Counties meeting financial operation bearing in mind of unmet OSR.  

Kweyu (2018), stated that equitable share formula puts in consideration land areas, population, 

development index and poverty level. This is supported by Saunders (2010) in the study by 

USAID on resource allocation in health care in Kenya where she concluded that it could only be 

well accomplished if geographical and economic needs are put in consideration. Oyugi (2010) 

supported the need for CRA to disburse equitable share on time as most Counties’ relays on 

national Government for financial support. Counties can meet high service rating if only timely 

disbursement of equitable share is actualized as it constitutes 80% of County funding (CRA, 

2023).  

Fish (2013) stated that Counties relays on national Government for financing since they are 

financially unable collect enough OSR. Levi and Muchai (2016) in the study on challenges facing 

devolved unit in Kenya concluded that 15% allocation to Counties were below and recommended 

45% (Lakin, 2018). Kipsaat and Mbatia (2019) observed the need for harmonization and 

consensus by parties in devolution on methods and parameters to use when making proposal on 

division of revenues as equitable share form the huge funding of Counties, any stalemate leads 

to disruption of operations.  

COG (2023) demanded 425 billion in Counties equitable year for the FY2023/2024 from 370 

billion for running of Counties. Counties have explained that high pending bills is occasioned by 
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insufficient allocation of fund by national Governments. Governors should not take advantage of 

delayed disbursement of equitable share to hide financial underperformance, as revenue Bill 

(2023), Kakamega County was allocated 12.9 billion on equitable share. If such fund is disbursed 

on time and put in proper use as per the county CIDPs, we expect reduction of pending bills 

through proper budget execution.  

The year 2023 the equitable share increased by 15.4 billion after the president assented in to law 

(National Assembly Bill no. 9 of 2023). COG summit (2023) petitioned the executive to consider 

increasing the equitable share from the minimum of 15% to 35%. The Government have been 

reluctant to propose to parliament the amendment in mind that even when capped at 15%, we 

still have challenges on timely disbursement, when pushed to 35% the nation might be faced with 

cash crunch.  

There are challenges with treasury on disbursement of decentralized fund to lower level of 

administration. As Governors complains on delay in disbursement of fund, we had the members 

of parliament withdrawing their parliamentary sittings until the NG-CDF fund is disbursed. 

NGCDF Act (2015) stipulate that the national Government shall share 2.5% of the national 

revenues to all the constituencies. It begs the question that as MPs are fighting with national 

government disbursement of 2.5% of CDF, Governors are proposing increment of County 

disbursement from 15% to minimum of 35%. We have challenges with unmet revenue collections 

by national Government and poor formulation of budget estimates.  

2.2.3 Conditional Grants to County Governments on Financial Performance  

Due to redistributive services among County Governments and national Government, there is 

need for fiscal policy relation that revolve around intergovernmental Grant, (Junghun Kim, 

2018). County Governments get Conditional Grants based on restrictions on such fund. Counties 

qualify to get Conditional Grant after meeting submission requirement of financial reports to 

funding agencies as a measure of financial performance. Igati (2019) noted that FY 2017/18 only 

13 Counties received disbursement of health level 2 Grant based on annual capacity and 

performance assessment carried out. It’s vital for County Governors to properly manage and 

control Conditional Grant as is reflected on County budget execution.  
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Clements (2004) in the finance and development paper observed that County dependent on 

foreign aid causes decline in its domestic revenue an indicator of poor financial management. 

There is need for County Governments to align their budgets so that a high percentage of budget 

funded by own source revenue allowing Governors to balance the available fund to all department 

since Conditional Grants cannot be diverted to other uses. Counties should only receive 

Conditional Grants to supplement the available financial resources.  

Care needs to be observed on intergovernmental transfers between central Government and local 

Government on Conditional Grant. There is disconnect between two level of Government on 

Conditional Grant through project design and implementation (Junghun Kim et. al, 2009). The 

donor funding design in health sector specifically HSSF lack the component of motivating health 

workers (Kiplagat &Musyoka, 2021). Donor funding policies need to be streamlined to include 

staff motivation component. With such budget is in place, we will report good utilization of the 

funds by minimized corruption like drug theft as witnessed by some Counties in Kenya.  

Unmotivated workforce can be a recipe for fund embezzlement.  

Ravishankar et.al (2022) on study on six Counties in Kenya health funding alluded that 

intergovernmental transfer mechanism on health sector needed to be flexible so that funds are 

allocated basing on local needs. Ministry Treasury Kenya (2023) specified that funds allocated 

to Counties with level 4 hospital shall be put to proper use to so that all level 4 hospital are 

completed. This happens despite outcry from members of the public that hospital lacks drugs. 

Counties need to enhance civic education on County source of funds and how such fund are put 

in proper utilization.  

Most reports have indicated that Conditional Grants to Counties have funded health sector. 

FY2017/2018 the national Government disbursed 4.1 billion to NHIF as a special fund for free 

maternal healthcare to Counties CRA (FY2019/20). Auditor’s report (2020) noted that despite 

good intention on Grants to County Governments in Kenya, there is lack of clear mechanism on 

monitoring and evaluation of Grants to County Governments which possess a challenge on fund 

administration.  

Counties have complained on leasing of medical equipment arrangements between Counties and 

national Government. The national Government treat this as a Grant. Ministry of Health (May 

16,2023) issued a directive to terminate services of vendors involved in leasing of medical 
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equipment’s to County Governments due to inadequacies with equipment supplied. This 

undermines the intention of Conditional Grant allocation to Counties. It was observed by 

Counties that equipment leasing arrangements was being capitalized as in Counties books of 

account.  

2.2.4 Borrowings by County Governments and County Financial Performance  

According to Peter G. Peterson foundation report (2023), USA has the highest external debt in 

the world partly because of its strong economy that makes it to have high trust with most nations. 

Counties despite allowed by the constitution to borrow, this is a practice that Governors should 

not encourage. In 2018 Nairobi County entered an agreement with KCB bank to help it offset a 

defaulted loan of 4.2 billion with Equity bank (Auditor’s report, 2019).   

According to public debt and borrowing policy (2020), Government borrowings is guided by low 

cost of borrowing that reduces risks. County Governments need to put in place measures that 

reduces borrowing cost and risks because the cost of borrowing denies Counties fund to 

operationalize their core mandate. Ndung’u (2021) noted that County Governments can only 

borrow up to 20% of their last audited total revenue. This underscore the need to efficiently utilize 

properly fund by County Government and raise revenue as the 20% rule is meant to caution 

Counties against high financial cost.  

Borrowing boosted Counties implementation of their CIDPs, in 2021 the ministry of Treasury 

agreed to guarantee Laikipia County infrastructure bond of 1.16 billion to construct local markets 

(Laikipia County Financial reports, 2021). But Asuna. (Personal communication, June 23, 2021) 

of the public debt directorate, reported the need at amendment of County borrowing structure to 

remove national Government from guaranteeing County loan since by doing so it make the public 

debt to increase (Nation’s news, June 23,2021). It must be noted that borrowing has made 

Counties to meet their financial obligations. A requirement for national Government; to guarantee 

Counties loan if removed will make Counties vulnerable unable to access cheap funding.  

CBK (June, 2023) data shows that as a results of cash crunch, loans to Counties had rose to 6.9 

billion. County borrowings cannot be avoided as the fund has been used to meet operational costs. 

The key point is that such fund has to be put in correct use so that at the end of financial years 

we are able to measure high service delivery, reduction in pending bills and undisrupted work 
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flow by absence of industrial actions by County staffs. We need to have good public management 

practices as the contrary escalated County budget crisis (Mule & Rotech, 2016).  

BIRR (2023) established that Kakamega County had an arrangement with co-operative bank of 

Kenya to facilitate payment of County staff salaries. As at March 2023, Kakamega County had a 

facility of 207 million with co-operative bank (BIRR, 2023). This fact supports what controller 

of budget alluded that due to unmet revenue collection by Counties and delayed disbursement of 

fund by treasury, Counties resorts to overdrafts to support operations. Equally Counties are 

avoiding the length borrowing procedure which requires them to be guaranteed by national 

Government and get approval by County assembly and go for overdrafts easily accessible.  

Loans to Counties need proper monitoring to justify cost associated with such borrowings. Fincke 

and Grinner (2015) observed that most financial problems faced by nations has been accessioned 

by poorly managed public debts. Umary and Musa (2013) argued that debts acquired from 

external source had unfavorable impact on economic growth. For borrowings to have positive 

impact to any nations, it should be locally acquired.  

2.3 Conceptual Framework  
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Independent Variables                                                                     Dependent Variable  

 

 

Financial Performance by  

County Governments  

-Budget execution  

-Pending bills management  

-Operating cash flow  

-High rating of service delivery  

 

Source: Researcher, 2024  

Own Source Revenue  

Counties collect revenue from citizens through licensees from business operators, rates and fees for 

the provision of services and fines and penalties for those who violet County by laws. OSR are crucial 

to Counties in execution of budgets and it’s a determinant in equitable share allocation by national 

Government.  

Equitable Share Allocation.  

This constitute over 80% of County fund from the national Government which is capped at not less 

than 15% of the total audited national Government revenue. Delay of equitable share funding to 

              

  

  

  

  

  

  

  

  

  

  

  

  

mework The Conceptual Fr   

County Own Source Revenue  

( OSR )   

- Licenses   

- Rates and Fees   

- Fines and Penalties   

Equitable Share Allocation by  

CRA   

- 15 % of total collected and audited  

national  revenue   

- County population   

Conditional Grants to Counties   

- Financial Aids   

- Donations   

County  Borrowings   

- Overdrafts   

- Guaranteed loans   

Figure  1 :  Conceptual Framework   
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Counties can cause Counties to paralyze operations. Governors since the start of devolution have 

cried foul on CRA modality and timing on the fund disbursement.  

Conditional Grants  

Counties receives Conditional Grants from the national Governments and development partners to 

fund specific projects. This form of funding has stringent rules to be adhered which includes the 

clause of non-diversion of such funds to County project not specified. Conditional Grant funding 

can be in form of cash or in form of equipment which are normally capitalized in County books of 

account.  

County Borrowing.  

The constitution allows Counties to venture into debt marketing that County are able to meet 

payments from locally generates revenue which is never the case. Since County borrowings must 

be budgeted, be guaranteed by the national Government and get County assembly approval; most 

Counties have resorted to overdraft facilities to meet short term financial shortage.  

2.4 Literature Recap  

There are studies which have been carried out on proper utilization of revenues received by 

Counties on budget implementation, control and monitoring. Researchers have gone further to 

carry out studies on County borrowings and impact of County borrowing on implementation of 

County planned programs. The County aid programs and how they have affected County 

operation has been studied. All studies carried have clearly established that County Governments 

are well constituted in Kenya with clear funding models as per the constitutions.   

  

2.5 Research Gap  

There is lack of a study on how various revenue stream to County Governments have impacted 

on financial performance. By carrying out the research, the existing gap was expected to be filled 

and give room to scholars to undertake more studies on County financial performance.  
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CHAPTER THREE  

RESEARCH METHODOLOGY  

3.0 Introduction  

This chapter describes the methodology used in the research. The chapter cover various aspects 

including the research design used, where the research was carried, target population and 

sampling procedure, how data was collected, how the data collection instruments was 

constructed, how validity and reliability of data instrument was measured, procedures used to 
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collect data, how the data was be analyzed and finally the ethical consideration observed during 

the research.  

3.1 Research Design  

Descriptive research study was used to ensure that complete description of the situation where 

narration of facts and characteristics was clearly shown. Lambert and Lambert (2021) define 

descriptive research as comprehensively summarizing every term of specific situation 

experienced by a group of individuals. The study design established how various revenue streams 

to Kakamega County Government had influenced financial performance. According to Calderon 

(2021), descriptive research study design is a process of gathering, analyzing and tabulating data 

about a prevailing condition trends and cause effect relationship. With descriptive research study 

design the research clearly defined how revenue streams to Kakamega County had influenced 

financial performance.   

3.2 Location of Study  

The research was carried in Kakamega County which is among the five Counties in Kenya with 

the highest population (KNBS Census report, 2019). Kakamega County is a County in the former 

western province and has 12 sub counties (Kakamega County CIDP, 2023). Kakamega County 

in the year 2019/2022 was ranked the best County by Ifotrack county track performance survey 

with 57.2% rating (Ifotrack report, 2023). The County is among the top five beneficiary from  

CRA in the equitable share disbursement of 2023 (CRA disbursement, 2023). The County was 

ideal to help the researcher establish influence of revenue streams on financial performance 

among Counties in Kenya.  

3.3 Target Population  

 According to Creswell (2012), target population is a group of individuals with some general 

characteristics that can be identified and studied by a researcher. The research targeted a 

population that gave in-depth information on County revenue streams and their impact on 

financial performance to Kakamega County. The researcher collected data from members of staff 

in finance and planning, revenue collection department, members of budget & finance 

committees, members of County executive committee and County chief officers.  
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Table 1: Target Population  

Category  Target Population  %  

Staff in Finance and Economic Planning  349  49   

Staff Kakamega Revenue Agency  275  39   

Budget & Finance implementation Committee  40  6   

County Chief Officers  29  4   

County Executive Committee Members  11  2   

Totals  704  100   

Source: County Public Service Board (2024)  

3.4 Sampling Design and Procedure  

Creswell (2014), suggested that one need to be purposeful in identifying participants in the 

research who might provide insight into research question. Probability sampling design was used 

in the research. To ensure that every category of target population had equal contribution to the 

study, stratified random sampling was used where the population was divided into categories that 

represent the entire population and a sample picked from each category  

3.5 Sample Size  

 The sample is a representation of the population which the researcher would wish to generalized 

the research findings. 30% sample size of the target population was taken (St. Olaf College, 

Minnesota, 2022). The college in its institutional effectiveness assessment report allude that with 

population under 1000 a minimum of 30% is advisable sample size to ensure representation.   

Table 2: Sample Size  

Category  Target  

Population  

Sample  

Size   

Percentage 

of  target 

population  

Staff in Finance and Economic Planning  349  104  29.7%  

Staff Kakamega Revenue Agency  275  82   29.8%  

Budget  &  Finance  implementation  

Committee  

40  12                    30%  
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County Chief Officers  29  8  27.5%  

County Executive Committee Members  11  4  36.3%  

Totals  704  210    

Source: Researcher, (2024)  

3.6 Construction of Research Instrument  

The research used questionnaires and personal interview. Questions was constructed in simple 

form that helped to answerer the research questions and easy for coding. The questionnaire was 

semi structured. Open ended questions gave room to respondent to write in plank space provided 

and helped to get more adequate presentation of asked questions. Close end question was good 

since they encouraged quick response. The questions used was to help to establish how revenue 

streams had influenced County financial performance. The researcher developed interview 

questions that acted as a guide to the researcher and uniformity when carrying out interviews to 

respondents. To achieve 100% filling of the questionnaires, the questionnaires had three parts; 

part A will consist of general information, Part B had close ended question on revenue streams 

and part C had open ended question on financial performance.  

3.7 Testing for Validity   

Validity involves how appropriate, meaningful and useful the inference is made by the research 

on collected data (Wellen & Fraenkell, 2001). Concurrent validity was used where the researcher 

established the level of agreements between two measures taken at the same time. By this the 

results of the first measure were compared with the results of the second measure to prove their 

agreement.  

3.8 Testing for Reliability  

 According to Drost (2011), reliability is the extent to which measurements are repeatable when 

different people perform the measurement on different occasion under different conditions 

supposedly with alternative instruments that measure the skill. A test- retest method was used on 

a group of research sample size one time and the same repeated at different time on a different 

group of sample size then looked at the correlation between the two set of scores.  
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3.9 Data Collection Methods and Procedure `  

The research used primary and secondary method of collecting data. The research used 

questionnaires and personal interview. Questionnaire was cheap to administer, covered large 

population and kept anonymity of respondent. Interviews were good as the interviewer clarified 

any question that was not well understood by the respondent. Questionnaires was administered 

to the sample population confidentially to avoid information sharing. The questionnaires were 

dropped and picked later. Due to standardization and formality, structured interview was used to 

small sample size.  

Secondary data, the researcher requested authenticated financial statements, revenue collection 

reports, County annual budgets and CRA disbursement of equitable share reports from Kakamega 

County. The information from these reports was analyzed and relevant facts captured that assisted 

research findings on how revenue streams had influenced financial performance of Kakamega 

County.  

3.10 Proposed Data Analysis Techniques and Procedure  

According to Miles and Huberman (1994) data analysis consist of three activities that occur 

simultaneously: data reduction, data display, conclusion drawing and verification. The study 

involved both quantitative and qualitative data. The study examined the collected data to make 

inference through a series of operations involving field and office editing with a team of editors 

to get consistence and uniformity. Marshall and Rossman (1999), describe data analysis as a 

process of bringing order, structure and meaning to collected data. The data was coded in classes’ 

appropriate to the research problem under study. There after the data was classified in classes 

with common characteristics so as to get meaningful relationship. The classification was done 

according to subject attributes. After classification, the data was tabulated in compact form to 

facilitate comparison and summation.  

The refined quantitative data was analyzed using descriptive statistics involving frequencies and 

percentages to determine concentrations. First regular analysis with comparison among questions 

was done using frequency analysis.   

 Regression analysis was employed to test the inter-relations of the study’s variables.   
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Regression Analysis Model  

Y=β0+ β1X1+ β2X2 + β3X3 + β4 X4+ ع Y= 

Financial Performance β0= constant  β1 - β4= 

coefficients of independent variables  

X1 = Own Source Revenue  

X2 = Equitable Share Allocation  

X3 = Conditional Grants X4= 

County Borrowings  

  error =   ع

The results were be put in tables, graphs and diagram. Diagram leave a lasting impression on the 

mind and can be understood easily as they facilitate comparison.   

 3.11 Ethical Consideration  

Permission was sought from County Government of Kakamega, County Commissioner and 

County Education Director before the study commenced. The researcher abstained an Ethical 

review certificate from Mount Kenya University Ethical reviews committee, approval letter to 

collect data from School of Post graduate Mount Kenya University and research permit license 

from NACOSTI.  

All participants were treated with respect and courtesy and consent was asked to all respondents 

who participated in the research by signing consent form. The purpose of the research was clearly 

explained to all participants. Respondent’s involvement in the research was voluntary as there is 

consensus among social scientist that research involving human participants should be performed 

with informed consent (Nachmias & Nachmias, 1996). The confidentiality and anonymity of 

individual respondent was assured and collected information was presented as a collection and 

not an individual.  
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CHAPTER FOUR  

RESEARCH RESULTS AND DISCUSSION  

4.0 Introduction   

The chapter comprises the research presentation of the data collected, interpretation, and 

discussion of the individual objectives. The objective of the research was to establish the 

influence of revenue streams on financial performance of County Governments in Kenya.   

4.1 General Information  

4.1.1 Response Rate  

The researcher issued 190 questionnaires and carried out interviews to 20 respondents. The 

research achieved 91.1% response rate. 20 respondents were interviewed and 172 questionnaires 

returned. Figure 2 illustrate the response rate.  
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Source: Researcher, (2024)  

4.1.2 Gender Characteristic  

Figure 3 indicates the gender characteristics of the respondents. From the research data, it was 

established that 130 of the respondents were female and 62 were male. The constitution requirement 

of 1/3 rule of staffing of either gender was observed. 32.3% of the staffing represented male who 

formed 1/3 of the respondents.   

 

Figure 3: Gender of the Respondents  

  

Figure  2 :  Response Rate   

Responded ,  
172 ,  91 % 
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Source: Researcher, (2024)  

4.1.3 Respondents Age  

The researcher wanted to establish the ages of the sample population used in the research by 

giving three categories of different ages of below 30years, between 31 and 50 years and above 

50 years and established that majority of the respondents were aged between 31-50 years. Figure 

4 illustrate the spread. The percentage of staff age indicated that staffing at the County was well 

distributed to ensure that there is continuity with staff nearing retire and those still active in 

service.   
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Figure 4: Age of Respondents  

Source: Researcher (2024  

4.1.4 Education Level  

The research sought to establish the level of education of the respondents. Table 5 has illustrated 

the level of education of the respondents, it was established that majority of the sample 

respondents hold bachelor’s degree. It was clearly established that the County Government had 

complied with minimum requirement of recruiting qualified staff as majority had bachelor’s 

degree as demonstrated in figure 3. Notwithstanding with 15% staff with diploma and 6% 

certificate holders it indicated that the County was employing staff with various qualification.  

Table 3: Education Level  

Category  Number of Respondents  Percentage Rate  

Secondary school leavers  18  9  

Certificate holders  12  6  

Diploma holders  29  15  

Degree holders  126  67  

Holders of postgraduate  7  3  

Totals  192  100  

Source: Researcher (2024  

4.1.5 Staff Work Station  

The research sought to establish the distribution of the respondents across the 12 sub-Counties of 

Kakamega County. From the research respondents it was established that majority of the 

respondents were drawn from Lurambi sub-County. It was attributed to the fact that the target 

population of the staff was domiciled in the County headquarter which is located in Lurambi 

subCounty. Lugari Sub County recorded 0 response rate as shown in table 6 as none of the subject 

picked participated in the research. Figure 5 has demonstrated well on how the respondents cuts 

across the 12 sub-Counties.  
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Figure 5: Respondents Work station  

Source: Researcher, (2024)  

4.1.6 Department of staff  

The research intended to find out the department of the staff who responded to the research 

question and as shown in table 4, it was established that majority were from the revenue 
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department and the finance department with a percentage of 39.1% and 52.1% respectively. 

These percentage was ideal as the researcher wanted to know the influence of revenue streams 

on financial performance. Revenue department was key in revenue collection and finance 

department was tasked with implementation of all financial programs at County level. Table 4 

clearly show that CECM had the least response rate out of the subject that participated in the 

research with only 1%.  

Table 4: Department of Staff  

Department  No.  of  

Respondents  

Percentage  

Rate  

County Executive committee member  2  1.0  

Chief Officers  5  2.6  

Budget and Finance committee members  10  5.2  

Revenue staff  75  39.1  

Finance and planning department staff  100  52.1  

Totals  192  100  

Source: Researcher, (2024)  

4.1.7 Nature of Employment  

Table 5 demonstrate the nature of employment of the respondents. The researcher established 

that 66% of respondents were employed on permanent terms, 29% on contract and 5% were 

elected County leaders. With 66% workforce on permanent terms in the Kakamega County, it 

ensured workforce stability and increased engagement that led to motivated staff and high 

performance. Table 5 indicates the staffing of Kakamega was well blended.  

Table 5: Nature of Employment  

Nature of Employment  No. of Respondents  Percentage  

Contract  55  29  

Permanent  127  66  

Elected  10  5  

Total  192  100  
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Source: Researcher (2024)  

4.1.8 Length of Service  

Figure 6 has shown that Kakamega County staff who have worked over 10 years comprised a 

small percentage of 18.2%. The research established that majority of respondents had worked 

with the County Government below 10 years.47.4% had worked between 3-10 years and 34.4% 

had worked below 3 years. Figure 6 clearly demonstrate the research finding’s The spread of 

length of service was good as it guaranteed continuity as the County staffing was spread across 

with a small percentage nearing retire.  

 

Figure 6: Length of Service  

Source: Researcher (2024)  

4.1.9 Professional Qualification  

The research sought established the County staff with professional qualification. The findings are 

demonstrated in figure 7. Of the sample population, 89.6 % respondents had no professional 

qualification with only 10.6 of respondents with professional qualification. The 10.6% was a 
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good percentage that indicated that the county staffing was capable to handle all challenges that 

comes with financial management and was able to guide the rest of the team of good financial 

management practices. 10.6% staffing with professional qualification was ideal to impact 

positive integrity practices and responsible accountability to the rest of the team on financial 

matters giving that most work that needed professional knowledge at County was contracted   

 

Figure 7: Professional Qualification  

Source: Researcher (2024)  

4.2 Descriptive Research Analysis Findings  

Table 6 shows the frequency of respondents who answered the questionnaires in section B. The 

research established that the 192 respondents who participated in the research filled part A but not 

all filled part B and C. Part B It’s demonstrated well in figure 8 that an average of 172 respondents 

participated in answering questionnaires in part B as it had a frequency of 8. One question was filled 

by 165 and 169 respondents respectively.  
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Table 6: Respondents in Descriptive Analysis  

No of Respondents  165  169  170  172  174  175  179  

Frequency  1  1  5  8  2  5  2  

  

Source: Researcher (2024)  

4.2.1 Influence of Source Revenue influence on County Financial Performance.   

An analysis was done to established influence of own source revenue on County financial 

performance. Table 7 tabulates the respondent’s percentage on the statement as true, not sure and 

false. The research findings demonstrated how owns source revenue had influenced County 

financial performance.  

Table 7: Own Source Revenue Influence on Financial Performance  

Indicators  True  

 f   

%  

Not Sure  

f  

%  

False  

 f  

%  

County has clearly documented policies on revenue collection.   86.0  12.2  1.8  

County staff have met revenue collection targets for the last ten 

years.  

4.0  15.6  80.4  

County has reward structure for staff who meet revenue collection 

targets.   

15.8  16.4  67.8  

County revenue collection is factored in the annual financial plans.  78.2  5.0  16.8  

County has explored all revenue collection channels.  20.0  1.1  78.9  

County revenues are well priced.  33.1  23.3  43.6  

County information about revenues is shared among members of the 

public.  

7.1  25.3  67.6  

County revenue collection is budgeted  71.0  2.8  26.2  

Source: Researcher, (2024)    

  

The research sought to establish if the County Government had clearly documented policies on 

revenue collection. 86% of the respondents agreed that the County Government had clearly 

documented policies on revenue collection. With clearly documented policies, the County was in a 
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clear position to execute revenue collection programs as planned in their annual County Plans. The 

findings established that there were big discrepancies with the respondent who agreed and disagreed 

with the statement on the county having met revenue collections targets for the last ten years. With 

4.0% of the respondents agreeing that the County had met revenue collection for the last ten years 

clearly demonstrated that since devolution in Kenya, Kakamega County has not been meeting annual 

revenue collection targets.  

The research established that there was no reward structure to County Government staff who met 

revenue collection target. 67.8% of the respondents stated that it was false that the County 

Government had reward structure to staff who met revenue collection target. The absence of reward 

structure was demotivating to staff in revenue department. From the response rate, it clearly 

demonstrated that there existed no reward structure for staff who achieves revenue target at the 

County. The research sought to find out if own source revenue was factored in County annual 

budgets. It was clearly established that County own revenue is factored in County annual budgets 

with 78.2% of respondents agreeing. The findings clearly demonstrate that the own source revenue 

as a source of finance to County Governments is key component in running of County budgeted 

programs.  

Response rate of 78.9% stated that the County Government had not explored all revenue potential 

at their disposal. The finding demonstrates that with unexploited revenue potential by the County 

Government, the revenue collection at County level will not be met and well-priced. This is clearly 

demonstrated with the respondent rate of 43.6% was stated that the County revenue is not well 

priced. With poor pricing at County Government, the County revenue structure risk overpricing the 

few revenue channels being used for revenue collection. The County need to clearly price and 

communicate revenues channels to stakeholders.   

The research established that only7.1% of the respondents agreed that the County Government had 

shared information on County revenue with members of the public. The finding demonstrated that 

the County had not invested in awareness on revenue collection with the public who are the major 

taxpayers. On if the revenue collection is budgeted by the County, 71% of the respondents agreed 

that the revenue collection is budged. The response rate demonstrated that the County budgeted for 

all revenue collection which was key in their budget process.   

4.2.2 Equitable Share Allocation by CRA on County Financial Performance.  
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Analysis was done to establish impact of equitable Share allocation on financial performance on 

County Government. The questionnaires asked respondents to agree, disagree or state not to be sure.  

Table 8 illustrated the respondent’s percentage on the questions asked.  

Table 8: Impact of Equitable Share Allocation on County Financial Performance.  

Indicators  Agree  

f   

 %  

Not sure  

f  

%  

Disagree  

f  

%  

Disbursed fund to Kakamega County is adequate to fund all 

County activities.  

1.1  5.6  93.3  

Delayed disbursement of Equitable Share to the County do not 

in any way disrupted service provision.  

4.7  1.1  94.2  

Kakamega County has a role to play to improve on in efficiencies 

in allocation of Equitable Shares.  

25.7  34.3  40  

The County depends more on fund from the national  

Government than any other source  

16.3  3.5  

  

80.2  

The formula for allocation of Equitable Share fund to Counties 

has benefited Kakamega County.  

20.6  5.9  73.5  

Source: Researcher (2024)  

  

The research findings established that equitable share allocation was not adequate to fund all County 

activities. As from the table, 93.3% stated that the equitable share allocation to Counties was not 

adequate to fund all activities. The findings clearly demonstrated at the highest degree that equitable 

share could not be solely depended on financing all County activities even though it funded the 

highest percentage of the County Budget. Only 4.7% of the respondents agreed that delayed 

disbursement of equitable share did not disrupt County activities.  

The research sought to find out if the County Government had a role on improving inefficiencies 

witnessed in disbursement of equitable shares to Counties. The finding established that it was not 

very clear to whether the County had a role to play or not. 25.7% agreed that the County had a role 

to play, 34.3% were not sure and 40% said that the County had no role to play.   
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The findings established that the County Government did not solely depend on equitable share 

allocation on financing of County programs. 80.2% of the respondents disagreed that the County 

depended a lot on equitable allocation a clear demonstration that other source of revenue is important 

in execution of County financial activities. The findings established that the formula used to allocate 

equitable funds to Counties was not beneficial to Kakamega County. 73.5% disagreed that the 

formula used to disburse fund to County Governments by the national Governments has been 

beneficial to Kakamega County. This clearly demonstrated the equitable share allocation formula 

has not been appreciated by County Governments.  

4.2.3 Impact of Conditional Grant on Financial Performance of County Government  

The researcher wanted to establish the impact of Conditional Grant on financial performance of the 

County Government. A questionnaire of six question was issued with a statement in which the 

respondents were to tick YES, to some extent, to great extend or NO based on their own opinion.  

Table 9 illustrates on how the respondents answered.  

  

  

  

  

  

  

  

Table 9: Impact of Conditional Grant on County Financial Performance.  

Indicators  Yes  

 f   

 %  

Same 

extend  

f   

 %  

Great 

extend  

f   

 %  

No  

 f   

 %  

County receives Conditional Grants only to finance development 

projects  

26.1  20.9  24.5  28.5  

More donors are available to Kakamega County to fund projects 

through Conditional Grants.   

26.0  24.0  8.0  42.0  

Conditional Grants to Kakamega County have facilitate smooth 

implementation of annual budgets  

40.0  20.9  20.0  19.1  
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In some instances, Conditional Grants to Kakamega County has 

been funding recurrence expenses.   

8.0  11.0  11.0  70.0  

Residents of Kakamega County are aware of projects being funded 

by Conditional Grants  

46.5  3.5  8.8  41.2  

Management of Conditional Grant to Kakamega County has 

experienced myriads of challenges  

28.5  16.3  5.8  49.4  

Source: Researcher, (2024)  

The research sought to find out if the County received Conditional Grant to only fund development 

project. Of the four categories no respondent rate attracted over 30% of the response rate, the 

findings demonstrated that the respondents were not sure whether the County Government received 

Conditional Grant to fund only development projects.  

The researcher asked respondents if the County had more willing donors to fund projects through 

Conditional Grant.42% said the County lacked donors to fund project. With 42% of the respondents 

who said no and only 8% said to great extend it demonstrated that although the County had an 

avenue to receive Conditional Grant to fund projects, the County lacked willing donors to support 

the initiative.  

The research sought to find out if the Conditional Grant had facilitated smooth implementation of  

County annual budget. The findings indicated that 40% of the respondents agreed that conditional  

Grants had helped the County meet it budgeted financial programs. The findings demonstrated that 

Conditional Grant had played a key role in funding budget items of the County Government with  

40% agreeing with the statement and only 19.1 % of the respondents disagreeing with the statement.  

The finding established that the County does not use Conditional Grant to finance recurrent 

expenses, 70% of the respondents said that the county did not use Conditional Grant to fund 

recurrent expenditure. The findings revealed that the County Government adhered to PMF act 

regulation that deter County Governments from diverting Condition Grant to other uses.   

The findings established that the public was not aware of projects being funded by the Conditional 

Grant. The research wanted to know if the members of the public were aware of projects being 

funded by conditional Grant at the County. From the findings as illustrated in the table, it was not 

clearly demonstrated if the members of the public were aware of projects being funded by 

Conditional Grant.  

The findings established that the County Governments had not faced challenges in management of 

Conditional Grant.49.4% of the respondents said that the County had not faced challenges in 
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management of Conditional Grants. This demonstrates that with proper funding to County 

Governments on Conditional Grant, the funds will be properly managed.  

4.2.4 Effect of Borrowing on County Financial Performance  

The research sought to establish effect of County borrowing on financial performance. The research 

issued a questionnaire with five questions. The respondents to tick the questionnaires by strongly 

agreeing, agreeing, disagreeing and strongly disagreeing respectively. Table 10 demonstrates the 

research findings.  

  

  

  

  

Table 10: Effects of County Borrowing on Financial Performance  

Indicators  Strongly 

Agree   

 f   

 %  

Agree  

 

f   

 %  

Disagree  

   

f   

 %  

Strongly 

Disagree   

f   

 %  

County Borrowing is approved by all relevant 

statutory bodies.   

28.0  28.6  31.4  12.0  

County Government Borrowing is well 

document and accessible to the public  

24.1  11.5  20.1  44.3  

County Borrow locally as it’s cheap,  

convenient and easily accessible  

14.4  13.2  17.2  55.2  

Borrowings has enabled in meeting 100% 

budget execution  

2.4  3.5  14.1  80.0  

County have Borrowing provision in their 

annual plans.  

12.2  

  

13.3  23.3  51.2  

Source: Researcher (2024)  

  

The findings established that County borrowings was being approved by relevant bodies. 28% and 

28.6 % of the respondents strongly agreed and agreed with the question respectively. The finding 
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clearly established that the borrowing being done by the County Governments was being done is 

structured way as per the County Government policies.  

The findings on County Government borrowing being documented and accessible by the public; it 

was established that County borrowing is not well documented and accessible by the public. The 

statement that County borrowing document well all borrowing and avail the data to the public; 

44.3% strongly disagreed and 20.1% disagreed the respondent’s rate of 44.3% strongly disagreeing 

and 20.1% agreeing demonstrated that County borrowing was not well documented and available to 

the public.   

As demonstrated in table 4.13 the finding established that the County borrowing was not cheap, 

convenient and accessible. 55.2% of the respondents strongly disagreed with the statement. The 

researcher had stated that County borrowing was cheap, convenient and accessible. The findings 

clearly demonstrated that County borrowing was not cheap.  

On borrowings having enabled the County Government to meet 100% execution, the respondents 

strongly disagreed with a very high percentage rate of 80%. We had a very small percentage of the 

respondents who agreed at 3.5% and strongly agreed with 2.4%. The findings revealed that even 

with borrowings by the County, the planned budget was not being executed at 100% meaning that 

the budget absorption rate is below 100%.  

The findings of the research revealed that the County Government had no provision of borrowings 

in their annual budgets. The respondents were asked if the County had borrowing provisions; 51.2% 

strongly disagreed, 23.3% disagreed, as illustrated in table 4.13. With only 12.2% strongly agreeing 

and 13.3% agreeing, the findings established that the County had no borrowing provisions in their 

annual budget.  

4.2.5Description Analysis on County Financial Performance  

The research in questionnaires in section C, sought to find out the financial performance as 

influenced by revenue streams to the County Government. 4.2.5.1 Equitable Share Allocation by 

National Government  

The research sough to find out how much equitable share was being allocated to the County annually 

in three categories; below 5 billion, between 5-10billion and above 10 billion. The findings are 

illustrated in table 11.  
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Table 11: Equitable Share Allocation  

Share Allocation  Respondents  Percentage  

Below 5 billion  27  14  

5-10 billion  153  79.7  

Above 10 billion  12  6.3  

Totals  192  100  

Source: Researcher (2024)  

The research findings indicated that Kakamega County received equitable share of between 5 and 

10 billion annually from the national Government. 79.7% respondents in agreement, 14% 

responding that the County receives below 5 billion and 6.3% indicating that County received above 

10 billion. This demonstrated that the County had been receiving 5-10 billion to fund all financial 

programs at the County level.  

  

4.2.5.2 Budget Absorption Rate  

On Budget absorption rate at the County level annually, the question attracted 180 respondents. The 

finding established that the County had not been meeting annual 100% budget absorption rate.  

93.3% of the respondents said that the County budget absorption rate was below 100% with only 

6.7% of the respondents saying that the County annual budget absorption rate was at 100%. These 

findings clearly demonstrated that the County Government of Kakamega had not been meeting the 

County annual budget absorption rate of 100% as illustrated in table 12 a clear indication that some 

budgeted programs are never implanted as planned.   

Table 126: Budget Absorption Rate  

Category  Respondents  Percentage  

100%  12  6.7  

Below 100%  168  93.3  

Totals  180  100  

Source: Researcher (2024)  

  

4.2.5.3 Pending Bills  

The research sought to find out the total percentage of the pending bill that the Kakamega County 

hold of all the Counties pending bill of 160billions. The researcher asked what percentage level does 
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Kakamega County hold of the total national pending bill; table 13 illustrates that 189 respondents 

answered the question.43.4% said it was below 10%, 54.5% said it was between 10-50% and 2.1% 

said that the County did not have any pending bills. The findings indicated that the County holds a 

huge pending bill of between 10-50% of 160billions.   

  

  

Table 13: Pending Bills  

Category  Respondents  Percentage  

Below 10%  82  43.4  

10-50%  103  54.5  

None  4  2.1  

Totals  189  100%  

Source: Researcher, (2024)  

  

4.2.5.4 Incomplete County Projects  

The respondents were asked to name any four incomplete projects by the County Government. The 

projects as shown in figure 8 attracted many responses; roads, hospital, markets, water, street 

lighting and subsidized fertilizer. The findings established that hospital, road and subsidized 

fertilizer were major projects which had not been completed by the County Government as it 

attracted 164, 150 and 148 respondents respectively, this is clearly demonstrated in figure 9.  
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Figure 8: Incomplete Projects  

Source: Researcher, (2024)  

4.2.5.5 Level of Citizen Satisfaction  

The research sough to establish the level of citizen satisfaction from the County staff perspective. 

The question attracted the least number of respondents who answered question in section C with 

only 151 respondents answering the question as shown in table 14. The question wanted the 

respondents to state the percentage level of citizen satisfaction with service delivery. 28% said the 

citizen were satisfied below 10%, 22% said between 10-50% and 50% said above 50% level of 

satisfaction. The finding tells that the staff perceives the citizen satisfaction not at 100% with half 

of the staff saying that the citizens were not happy and satisfied with service provision.   

Table 14: Citizen Satisfaction Level  

Categories  Respondents  Percentage  

Below 10%  42  28  

10-50%  33  22  

Above 50%  76  50  

Totals  151  100  
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Source: Researcher, (2024) 4.2.5.6 Borrowing to Fund Budget Deficit  

The research sough to find out the amount of money borrowed by the County Government to fund 

budget deficit. Of the three categories asked, 187 respondents answered the questions. 9% of the 

respondents said the County borrowed below 500 million, 85% said the County borrowed between 

500million and I billion and 5% said the County borrowed above I billion to fund budget deficit. 

The findings clearly illustrated in table 15. It clearly demonstrated that it was true the County 

borrowed from financial institutions to the tune of between 500million to I billion.   

Table 15: Amount of County Borrowing  

Category  Response  Percentage  

Below 500 million  17  9  

500m- 1 billion  159  85  

Above 1 billion   11  65  

Totals  187  100  

Source: Researcher, (2024)  

4.2.5.7 Borrowing Rate  

The research sought to find out the rate the County was being offered by commercial banks on 

overdraft facilities. 184 respondents answered the question. The finding established that 50% of the 

respondents argued that the County borrowing was at the rate above market rate, 36% said the 

County borrowed at current market rate of the finance industry while 14% said that the County was 

borrowing below the market rate as shown in table 16. The findings clearly demonstrated that the 

County borrowing was above the market rate in the financial industry.  

Table 16: County Borrowing Rate  

Category  Response  Percentage  

Below market rate  26  14  

At market rate  68  36  

Above market rate  92  50  

Totals  184  100  

Source: Researcher (2024)  

  

4.2.5.8 Percentage of Own Source Revenue Funding Development Projects.  
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Table 17 illustrate the respondents on Own source revenue funding County development projects.  

Table 17: Own Source Revenue Funding Development Project  

Category  Responses  Percentage  

Below 10%  120  65.2  

10-30 %  59  32.1  

Above 50%  5  2.7  

Total   184  100  

Source: Researcher (2024)  

  

The research sough to find out what percentage did the Kakamega County own source revenue 

collected funded development projects. 184 respondents answered the question with 2.7% stating 

that the collected revenue funded over 50% of the development projects, 32.1% said the revenue 

funded between 10-30% and majority stated that the collected revenues funded below 10% of the 

county projects with 65.2% response rate. The findings established that own source revenue 

collected funded below 10% of County development projects.   

4.3 Assumptions of Linear Regression  

The assumption of linear regression in this study included test for normality using Shapiro-Wilk, 

auto-correlation using Durbin-Watson and multi- Collinearity test. The results are as follows.  

4.3.1 Normality  

The tests of normality, specifically the Kolmogorov-Smirnov and Shapiro-Wilk tests, assess whether 

the distribution of data for each variable follows a normal distribution. Normality is an assumption 

often required for certain statistical analyses.  

The tests of normality, specifically the Kolmogorov-Smirnov and Shapiro-Wilk tests, assess whether 

the distribution of data for each variable follows a normal distribution. Normality is an assumption 

often required for certain statistical analyses.  
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Table 18: Kolmogorov-Smirnova and Shapiro-Wilk  

 Kolmogorov-Smirnova  Shapiro-Wilk   

  Statistic  Df  Sig.  Statistic  Df  Sig.  

Own source revenue  .146  172  .200  .879  172  .200  

Equitable share allocation  .133  172  .102  .906  172  .200  

Conditional Grants  .149  172  .100  .872  172  .200  

County borrowing  .111  172  .124  .926  172  .200  

Financial performance  

a. Lilliefors Significance Correction  

.175  172  .200  .875  172  .200  

Source: Primary Data (2024)  

For the variable "Own source revenue," both the Kolmogorov-Smirnov and Shapiro-Wilk tests 

resulted in statistically insignificant values (p < .05), indicating that the data significantly deviate 

from a normal distribution. Similarly, for the variables "Equitable share allocation," "Conditional 

Grants," "County borrowing," and "Financial performance," both tests yielded insignificant results, 

suggesting normal distributions for these variables as well. Ghasemi and Zahedias (2012) 

recommend that normality be assessed visually. From normal Q-Q plot of Own source revenue the 

deviation from normality was not much as from the approximation to the line of fit. Therefore, the 

data was near normal distribution and hence could be used in a regression analysis.   

  

Figure 98: Normal Q-Q plot of Own source revenue  

Source: Primary Data (2024)  
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From Figure 10, normal Q-Q plot of Equitable share allocation the deviation from normality was not 

significant as from the approximation to the line of fit. Hence, the data had almost normal distribution 

and hence could be used for parametric test such as linear regression.   

  

Figure 9: Normal Q-Q plot of Equitable Share allocation  

From Figure 11, normal Q-Q plot of Conditional Grants departure from normality was not great as 

from the approximation to the line of fit. Hence, the data had near normal distribution and hence 

could be used for parametric test such as linear regression.   
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Figure 101: Normal Q-Q plot of Conditional Grants  

From Figure 12 Normal Q-Q plot of County borrowing the departure from normality was not much 

as from the approximation to the line of fit. Thus, the data was near normal distribution and hence 

could be used for parametric tests.  

  

Figure 12: Normal Q-Q plot of County borrowing  

From Figure 13 Normal Q-Q plot of financial performance the departure from normality was not 

much as from the approximation to the line of fit. Thus, the data was near normal distribution and 

hence could be used in a regression analysis.  

  

Figure 13: Normal Q-Q plot of Financial Performance  
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4.3.2 Auto-correlation  

Table 19: Autocorrelation Test for Regression  

 
Test of independence was done by the use of Durbin-Watson. It tests that the residuals from a linear 

regression or multiple regression are independent. When Durbin-Watson factors are between (1.5) 

and (2.5) there is no autocorrelation problem (Alsaeed, 2005) from table 18 the Durbin Watson value 

is between 1.5 and 2.5 hence there was no problem of autocorrelation.  

4.3.3 Multi-Collinearity Test  

Multicollinearity problem cause ability to define any variable to diminish owing to their 

interrelationship. According to Besley 1980 as sighted in (Jingyu li, 2003) researchers have used 

VIF= 10 as critical value rule of thumb to determine whether there is too much correlation. The VIF 

value in the table 20, are less than 10 so there is no multi-Collinearity problem in study variables.  

Table 20: Multi-Collinearity  

Independent variable  Tolerance   VIF  

Own source revenue  0.763  1.311  

Equitable share allocation  0.660  1.515  

Conditional Grants  0.488  2.048  

County borrowing   0.393  2.546  

  

4.4 Pearson Correlation Analysis  

The correlation coefficient (r) results are presented as shown in Table 21 using Pearson correlation 

analysis, which computes the direction (Positive/negative) and the strength (Ranges from -1 to +1) 

of the relationship between two continues or ratio/scale variables.   

Table 21: Multiple Correlation Matrix  

 

Pearson Correlation  

OR: Own source  

Sig. (2-tailed)  

revenue  

N  

  

1  

172  

  

  

  

  

  

  

  

  

  

Std. Error of the Estimate   Durbin - Watson   

.51335   2.317   

  OR   ESA   CG   CB   
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Pearson Correlation  

ESA: Equitable share  

Sig. (2-tailed)  

allocation  

N  

 .349**  

.002   

172  

1  

172  

  

  

  

  

  

  

Pearson Correlation  

CG: Conditional  

Sig. (2-tailed)  

Grants  

N  

 .418**  

.000  

172  

.277*  

.017   

172  

1  

172  

  

  

  

Pearson Correlation CB: 

County borrowing  Sig. (2-tailed)  

 .413** 

.000  

.543** 

.000  

.686**  

.000   

1  

N   172  172  172  172  

Pearson Correlation 

Financial performance Sig. (2-tailed)  

 .554** 

.000  

.611** 

.000  

.632** .000  .750** 

.000  

N   172  172  172  172  

 
**. Correlation is significant at the 0.01 level (2-tailed). *. 

Correlation is significant at the 0.05 level (2-tailed).  

  

From the correlation Table 21, Own source revenue is positively correlated to financial performance 

the coefficient is 0.554 (p value < 0.01) this is significant at 95% confidence level. Thus, increase in 

Own source revenue would make financial performance to increase in same direction. The 

correlation coefficient of 0.554 indicates a moderate and statistically significant positive relationship 

between own source revenue and financial performance. This suggests that when Kakamega County 

increases its internally generated revenue (e.g., through taxes, fees, and charges), there is a 

corresponding increase in financial performance. This finding is supported by studies such as Tanzi 

(2018), which argue that local governments with a robust own-revenue base are more financially 

resilient and able to invest in public services. Similarly, Muriuki (2020) found that counties with 

diversified own-source revenues have better financial sustainability and operational efficiency. 

However, Onduru (2019) suggests that own-source revenue alone may not be sufficient for longterm 

financial success if economic conditions are volatile. Over-reliance on internal revenue without 

external support could lead to vulnerability, especially in underdeveloped regions.  

Similarly, the correlation coefficient for Equitable share allocation was 0.611, P=0.000, suggesting 

that there is significant positive relationship between equitable share allocation and financial 

performance of Kakamega County Government. Increase in Equitable share allocation would result 
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to increase in financial performance. The correlation of 0.611 suggests a significant positive 

relationship between equitable share allocation and financial performance. This means that increases 

in equitable share allocations from the national government result in better financial performance for 

Kakamega County. This is consistent with findings from Kimani and Wambugu (2019), who 

highlight that equitable share allocations provide counties with the necessary resources to meet their 

expenditure obligations and improve service delivery. Kariuki et al. (2021) also emphasized that 

these allocations play a critical role in stabilizing county finances, particularly in counties with 

limited own-source revenues. However, Ngugi (2021) cautioned that equitable share allocation, 

while beneficial, can lead to dependency. Counties must balance these funds with strategies to 

improve internal revenue to avoid over-reliance on national government transfers.  

Similarly, a correlation coefficient of 0.632** implied that there is significant positive relationship 

between Conditional Grants and financial performance. The positive correlation of 0.632 between 

conditional grants and financial performance implies that counties that receive targeted grants (for 

specific purposes such as healthcare or infrastructure) tend to have better financial outcomes. This is 

supported by Bwire and Nyaoke (2020), who argue that conditional grants help counties invest in 

critical areas that enhance service delivery, thereby improving their financial performance. 

Conditional grants come with specific usage instructions that promote accountability and efficient 

use of resources. On the other hand, Makokha (2018) warns that over-reliance on conditional grants 

can restrict a county's financial flexibility, as these grants often come with strict conditions that may 

not align with local priorities.  

Lastly, there is significant positive relationship between County borrowing and financial 

performance of Kakamega County Government as indicated by .750**, p=0.000. This implies that 

increase in County borrowing would results to increase in financial performance. The strong positive 

correlation of 0.750 between county borrowing and financial performance suggests that borrowing 

enhances financial outcomes for Kakamega County. Borrowing allows the county to access funds 

for large-scale projects and improve service delivery. Studies like Mbui (2019) support this, noting 

that strategic borrowing can significantly boost a county's financial performance by enabling 

investments in infrastructure and development projects. Mungai (2020) also found that counties that 

borrow responsibly can achieve faster economic growth and improved public services. However, the 

risks associated with borrowing are highlighted by Mungai (2020), who warns that excessive 
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borrowing without proper debt management can lead to high debt burdens, threatening the county's 

long-term financial stability.  

4.5 Simple Linear Regression Analysis  

Simple linear regression is a statistical method used to model the relationship between two 

continuous variables, where one variable, known as the independent variable or predictor variable, 

is used to predict the value of the other variable, called the dependent variable or outcome variable.  

4.5.1 Influence of Own source revenue on financial performance of Kakamega County 

Government  

The first objective of the study was to determine the influence of own source revenue on financial 

performance of Kakamega County Government. Regression analysis was used to tell the amount of 

variance accounted for by one variable in predicting another variable. Regression analysis was 

conducted to find the proportion in the dependent variable (financial performance) which can be 

predicted from the independent variable (Own source revenue). Table 22 shows the analysis results.  

  

  

  

  

  

  

  

Table 22: Regression Results of Own Source Revenue and Financial performance  

 
Model Summary  

Model  R  R Square  Adjusted R Square 

1  .554a  .306  

a. Predictors: (Constant), Own source revenue   

ANOVAa  

  

.297  

Std. Error of the 

Estimate 

  

.76140  

Model  Sum of Squares  Df  Mean Square  F  Sig.  
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Regression   18.441  1  18.441  31.811  .000b  

Residual   41.740  170  .580      

Total   60.182  171        

a. Dependent Variable: Financial performance  

b. Predictors: (Constant), Own source revenue   

Coefficientsa  

Model  Unstandardized Coefficients  Standardized 

Coefficients  T  Sig.  

 B  Std. Error  Beta    

(Constant)  1.937  .366  

1 Own source  .507  .090 revenue  

a. Dependent Variable: Financial performance  

  

.554  

5.287  

5.640  

.000  

.000  

  

  

From the Table 22 above the value of R square was 0.306 this shows that own source revenue 

explains 30.6% of variance in financial performance of Kakamega County Government. From the 

ANOVA table significance of the model has a value F (1,171) =31.811, P<0.05 this shows that it’s 

significant at 95% confidence level hence the model is significant. This implies that own source 

revenue is a useful predictor of financial performance of Kakamega County Government. The simple 

linear regression equation is as shown below  

Y=1.937+0.507 Own source revenue  

The unstandardized regression coefficient value of Own source revenue was 0.507 and significance 

level of P<0.05. This indicated that a unit change in Own source revenue would result to significant 

change in financial performance by 0.507 in same direction. This finding is consistent with studies 

like Tanzi (2018) and Muriuki (2020), which emphasize the importance of a diversified and robust 

internal revenue base for enhancing financial performance. Similarly, Kimani and Wambugu (2019) 

highlight those counties with higher own-source revenue are better able to meet their financial 

obligations and sustain long-term growth. However, while own-source revenue plays a critical role, 

the R-square value also implies that about 69.4% of the variance in financial performance is 

influenced by other factors not captured by this model, such as national government transfers, 

external grants, or economic conditions. Ngugi (2021) also points out that relying solely on internal 

revenue without proper fiscal management and external support could expose counties to financial 

risks  
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4.5.2 Influence of Equitable share allocation on financial performance of Kakamega County 

Government  

The second objective of the study was to analyze the influence of equitable share allocation on 

financial performance of Kakamega County Government. Regression analysis was conducted to find 

the proportion in the dependent variable (financial performance) which can be predicted from the 

independent variable (Equitable share allocation). Table 23 shows the analysis results.  

Table 23: Regression Results of Equitable Share Allocation and Financial performance  

 
Model Summary  

Model  R  R Square  Adjusted R Square  Std. Error of the Estimate  

1  .611a  .373  .365  .72365  

a. Predictors: (Constant), Equitable share allocation   

ANOVAa  

Model  Sum of Squares  df  Mean Square  F  Sig.  

Regression 22.477 1 22.477 1 Residual 37.704 170 .524   42.922  

  

.000b  

 Total  60.182  171     

a. Dependent Variable: Financial performance  

b. Predictors: (Constant), Equitable share allocation   

Coefficientsa  

Model  Unstandardized Coefficients  Standardized  

Coefficients  

  

T  

Sig.  

  B  Std. Error  Beta    

(Constant)  

1 

ESA  

a. Dependent 

Variable:  

 2.370  .254   

 .445  .068  

Financial performance, ESA- 
.611  

Equitable share allocation 

9.312  

6.552  

  

.000  

.000  

  

From the table 21 above the value of R square was 0.373 which implies that up to 37.3% change in 

financial performance of Kakamega County Government is significantly accounted for by their 

equitable share allocation. From the ANOVA result, the significance of the model has a value F 

(1,171) =42.922, P<0.05 which shows that the model is significant 95.0% confidence level. This 

postulates that equitable share allocation is a useful predictor of financial performance. The simple 

linear regression equation is as shown below  
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Y=2.370+0.445 Equitable share allocation  

The unstandardized regression coefficient value of Equitable share allocation was 0.445 and 

significance level of P<0.05. This implies that a unit change in equitable share allocation would result 

to significant change in financial performance by 0.445 in the same direction. This strong, positive 

relationship has been corroborated by studies like Mutua (2017), which highlights the vital role of 

equitable share in enhancing county financial health, and Mwangi (2019), who underscores the 

importance of equitable allocation for the sustainability of county operations. Further, Bashir et al. 

(2020) argue that equitable share allocation helps mitigate revenue imbalances between counties, 

promoting balanced financial growth. However, Odongo and Ngugi (2021) caution that the 

efficiency of such allocations depends on the governance and transparency of how funds are utilized 

at the county level.  

4.5.3 Influence of Conditional Grants on financial performance of Kakamega County 

Government  

The third objective of the study was to analyze the influence of Conditional Grants on financial 

performance of Kakamega County Government. Regression analysis was conducted to find the 

proportion in the dependent variable (financial performance) which can be predicted from the 

independent variable (Conditional Grants). Table 24 shows the analysis results.  

  

  

  

  

Table 24: Regression Results of Conditional Grants and Financial performance  

 
Model Summary  

Model  R  R Square  Adjusted R Square  Std. Error of the Estimate  

1  .632a  .399  

a. Predictors: (Constant), Conditional Grants   

ANOVAa  

.391   .70874  

Model  Sum of  Df 

Squares  

  Mean Square  F  Sig.  
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Regression  

1  Residual  

24.015  

36.167  

1  

72  

24.015 

.502   

47.809  

  

.000b  

 Total  60.182  73   

a. Dependent Variable: Financial performance  

b. Predictors: (Constant), Conditional Grants   

     

Coefficientsa  

Model  Unstandardized  Standardized  T  Sig.  

 Coefficients  Coefficients  

 B  Std. Error  Beta  

 

(Constant)  1.916  .304   6.294  .000  

1 

 Conditional Grants  .530  .077  .632  6.914  .000  

a. Dependent Variable: Financial performance  

 
From the table 23 above the value of R square was 0.399 this shows that Conditional Grants explains 

39.9% of variance in financial performance of Kakamega County Government. From the ANOVA 

table significance of the model has a value F (1,171) =47.809, P<0.05 this shows that it’s significant 

at 95% confidence level hence the model is feasible. This implies that Conditional Grants is a useful 

predictor of financial performance of Kakamega County Government. The simple linear regression 

equation is as shown below  

Y=1.916+0.530 Conditional Grants  

The unstandardized regression coefficient value of Conditional Grants was 0.530 and significance 

level of P<0.05. This indicated that a unit change in Conditional Grants would result to significant 

change in financial performance by 0.530 in the same direction. These findings align with studies 

such as Nyamongo and Njeru (2018), which found that Conditional Grants have a positive impact 

on county financial sustainability, and Koech et al. (2020), who argued that targeted funding through 

Conditional Grants can significantly improve service delivery and financial outcomes. However, 

Odhiambo and Wanyama (2021) caution that Conditional Grants must be coupled with sound 

financial management practices to fully realize their potential impact on financial performance.  

4.5.4 Influence of County borrowing on financial performance of Kakamega County 

Government  

The fourth objective of the study was to analyze the influence of County borrowing on financial 

performance of Kakamega County Government. Regression analysis was conducted to find the 
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proportion in the dependent variable (financial performance) which can be predicted from the 

independent variable (County borrowing). Table 25 shows the analysis results.  

Table 25: Regression Results of County borrowing and Financial Performance  

 
Model Summary  

Model  R  R Square  Adjusted R Square  Std. Error of the Estimate  

1  .750a  .563  .557  .60462  

a. Predictors: (Constant), County borrowing   

ANOVAa  

Model  Sum of Squares  Df  Mean Square  F  Sig.  

Regression  33.861  1  

1Residual  26.320  72  

Total  60.182  73   

a. Dependent Variable: Financial performance  

b. Predictors: (Constant), County borrowing   

33.861  

.366   

  

92.628 .000b  

  

  

Coefficientsa  

Model  Unstandardized  Standardized  t  Sig.  

 Coefficients  Coefficients  

 B  Std. Error  Beta  

 

(Constant)  1.051  .309   3.405  .001  

1 

 County borrowing   .754  .078  .750  9.624  .000  

a. Dependent Variable: Financial performance  

 

From the Table 24 above the value of R square was 0.563 which suggests that up to 56.3% variation 

in financial performance of Kakamega County Government is significantly accounted for by County 

borrowing. From the ANOVA result, the significance of the model has a value F (1,171) =92.628, 

P<0.05 which shows that the model is significant 95% confidence level. This postulates that County 

borrowing is a useful predictor of financial performance. The simple linear regression equation is as 

shown below  

Y=1.051+0.754 County borrowing   

The unstandardized regression coefficient value of County borrowing was 0.754 at 0.05 significance 

level. This implies that a unit change in County borrowing would result to significant change in 

financial performance by 0.754 in the same direction. This finding is consistent with studies like 

Kariuki and Mutuku (2019), who found that well-managed borrowing can lead to improvements in 
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financial sustainability and service delivery. However, Maina (2020) points out that excessive 

reliance on borrowing without sound repayment strategies could lead to financial distress, 

emphasizing the need for balanced borrowing practices.  

4.6 Multiple Linear Regression Analysis  

Objective of this study sought objective of the study was to examine revenue streams of financial 

performance of Kakamega County Government. This was achieved by carrying out standard multiple 

regression. The study was interested in knowing the effect of each of the revenue streams on financial 

performance when all these constructs were entered as a block on the model. The results of multiple 

linear regression analysis were presented in Table 26.   

Table 26: Model Summary  

 

Model  R  R  Adj R  Std. Error  Change Statistics  

 Square  Square  of the  R Sq  F  df  Sig. F  

 Estimate  Change  Change  Change  

 

1  .835a  .698  .680  .51335  .698  39.841 4,167  .000  

a. Predictors: (Constant), County borrowing, Own source revenue, Equitable share allocation, 

Conditional Grants  

ANOVAa  

Model  Sum of Squares  df  Mean Square  F  Sig.  

 Regression  41.998  4  10.499  39.841  .000b  

1  Residual  18.184  167  .264     

 Total  60.182  171       

a. Dependent Variable: Financial performance  

b. Predictors: (Constant), County borrowing, Own source revenue, Equitable share allocation,  

Conditional Grants  

 
The results from the model summary in Table 26 give us information on the overall summary of the 

model. Looking at the R square column, we can deduce that four revenue streams accounted for 

69.8% significant variance in financial performance (R square =.698, P=0.000) implying that 30.2% 

of the variance in financial performance of Kakamega County Government is accounted for by other 

variables not captured in this model. In order to assess the significance of the model, simply whether 

the study model is a better significant predictor of the financial performance rather than using mean 

score which is considered as a guess, the study resorted to F Ratio. From the findings, the F value is 
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more than one, as indicated by a value of 39.841, which means that enhancement as a result of model 

fitting is much larger than the model errors/inaccuracies that were not used in the model (F (4,167) 

= 39.841, P=0.000). This implies that the final study model has significant improvement in it is 

prediction ability of financial performance of Kakamega County Government.  

The presented in Table 27 shows unstandardized coefficients, standardized coefficients, t statistic 

and significant values.   

Table 27: Multiple Regression Coefficients  

Model  Unstandardized 

Coefficients  

Standardized 

Coefficients  

T  Sig.  

 B  Std. Error  Beta    

(Constant)  .354  .302    1.173  .245  

Own source revenue  .198  .069  .217  2.860  .006  

 Equitable share allocation  .204  .059  .280  3.437  .001  

 Conditional Grants  .182  .079  .217  2.287  .025  

 County borrowing   .362  .106  

a. Dependent Variable: Financial performance  

.360  3.409  .001  

A regression of the four predictor variables against financial performance established the multiple 

linear regression model as below as indicated in Table 26: Y=0.354 + 0.198 X1+0.204 X2+0.182 X3+ 

0.362 X4  

Where Y is the dependent variable (Financial performance),  

X1 is Own source revenue  

X2 is Equitable Share allocation   

X3 is Conditional Grants   

X4 is County borrowing   

From the findings presented in Table 4.20, we look at the model results and scan down through the 

unstandardized coefficients B column. All revenue streams had significant effect on the financial 

performance. If the revenue streams are held at zero or it is absent, the financial performance of 

Kakamega County Government would be 0.354, p=0.245.   
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4.6.1 What effect does County Own Source Revenue has on financial performance of 

Kakamega County Government?  

The first objective of the study sought to answer what influence does County Own Source Revenue 

has on Kakamega County Financial Performance? The results revealed that own source revenue had 

unique significant contribution to the model with B=.198, p=.006 suggesting that controlling of other 

variables (Equitable share allocation, Conditional Grants and County borrowing) in the model, a unit 

change in own source revenue would result to significant change in financial performance by 0.198 

in the same direction. This positive relationship highlights the importance of own source revenue as 

a key driver of financial performance. It implies that local governments or organizations that can 

effectively increase their own revenue generation—through mechanisms such as local taxes, fees, or 

service charges—are likely to see a corresponding improvement in their financial health. This is 

consistent with the assertions of various studies that emphasize the role of revenue generation in 

enhancing the financial capacity of governments and institutions.  

Supporting studies affirm this finding. For example, Kihiu (2020) emphasizes that increased own 

source revenue directly correlates with improved financial sustainability in Kenyan counties, 

highlighting the necessity for local governments to enhance their revenue collection mechanisms. 

Muturi and Karanja (2021) also note that own source revenues provide counties with greater financial 

autonomy, enabling them to allocate resources more effectively and improve service delivery.  

Conversely, some studies present a more nuanced view. Omondi (2021) argues that while own source 

revenue is essential, it can be affected by external factors such as economic conditions and regulatory 

frameworks, suggesting that reliance solely on internal revenue may not yield sustainable financial 

performance. Similarly, Wamalwa (2022) points out that local governments often face challenges in 

maximizing their own source revenues due to inefficiencies and lack of capacity, potentially limiting 

the positive impact on financial performance. These diverse perspectives highlight the complexity 

of the relationship between own source revenue and financial performance, indicating that while 

there is a positive correlation, other factors must also be considered to fully understand this dynamic.  

4.6.2 What effect does Equitable Share Allocation has on financial performance of Kakamega 

County Government?  
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The second research question was to what impact does Equitable Share Allocation has on Kakamega 

County Financial Performance? The coefficient of Equitable share allocation was 0.204, which was 

significant (p=.001) and also positive. When the variance explained by all other variables (Own 

source revenue, Conditional Grants and County borrowing) in the model is controlled, a unit change 

in Equitable share allocation would result to change in financial performance by 0.204 in the same 

direction. This result suggests that equitable share allocation is an important factor in determining 

financial performance. Equitable share allocation refers to the fair and just distribution of resources 

among different groups or entities. In this context, it is likely that equitable share allocation refers to 

the distribution of resources among different departments or units within the county. The positive 

relationship between equitable share allocation and financial performance suggests that when 

resources are allocated fairly and justly, financial performance is likely to improve. This may be 

because equitable share allocation promotes a sense of fairness and justice, which can lead to 

increased motivation and productivity among employees. Additionally, equitable share allocation 

may also promote a sense of accountability and transparency, which can lead to better financial 

management and decision-making.  

Several empirical studies support this finding. Muthama (2020) notes that equitable share allocations 

are critical for enhancing the financial capacity of local governments, especially in developing 

regions. His research shows that counties that effectively utilize these allocations can improve their 

service delivery and fiscal health. Similarly, Odhiambo (2021) found a strong correlation between 

equitable share allocations and financial sustainability among local governments in Kenya. He argues 

that these allocations provide essential funding for development projects and public services, thus 

contributing positively to overall financial performance. Astudy by Shah (2017) found that 

conditional grants had a positive impact on financial performance of municipalities in Indonesia, but 

the relationship was complex and context-dependent. The study suggests that debt can be a useful 

tool for municipalities to finance infrastructure projects and improve public services, which in turn 

enhances financial performance. The study by Kim and Lee (2018) found that borrowing had a 

positive impact on financial performance of municipalities in Indonesia, suggesting that borrowing 

can be a useful tool for counties to finance infrastructure projects and improve public services.   

However, some studies present a more cautious perspective on equitable share allocations. Akinyi 

(2021) suggests that while these allocations can boost financial performance, their effectiveness often 

hinges on the governance structures in place. Poor management and lack of accountability may lead 
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to inefficient use of allocated funds, which could negate the intended positive impacts on financial 

performance. Furthermore, Kiprono and Nyang’wara (2022) emphasize that disparities in how 

equitable shares are distributed can exacerbate inequalities among counties, potentially hindering the 

financial performance of those with less favorable allocations.  

The coefficient of 0.204 for Equitable Share Allocation highlights its significant role in improving 

financial performance in Kakamega County, aligning with several studies that emphasize its 

importance. However, the effectiveness of these allocations is influenced by governance practices 

and equity in distribution, indicating a need for careful management and oversight to maximize their 

benefits.  

4.6.3 What effect does Conditional Grants has on financial performance of Kakamega 

County Government?  

The third objective of the study was to answer what effect does Conditional Grants has on financial 

performance of Kakamega County Government? Another variable that also had a unique significant 

contribution to the model was the value for Conditional Grants (B=.182, p=.025). When other 

variables in the model are controlled (Equitable share allocation, Own source revenue and County 

borrowing), a unit change in Conditional Grants would result to significant change in financial 

performance by 0.182 in the same direction. The results also indicate that Conditional Grants had a 

unique and significant contribution to the model, suggesting that it has a positive relationship with 

financial performance. The coefficient (B) of 0.182 implies that for every unit change in Conditional 

Grants, financial performance increases by 0.182 units in the same direction, holding all other 

variables constant. This finding is statistically significant at a p-value of 0.025, indicating that the 

relationship is unlikely to be due to chance.  

This finding suggests that Conditional Grants play an important role in enhancing financial 

performance of counties. Conditional Grants are funds provided by the central government to 

counties to support specific projects or programs, and they are often tied to specific conditions or 

requirements. The positive relationship between Conditional Grants and financial performance 

suggests that these grants can be an effective tool for improving financial performance, possibly by 

providing additional resources for counties to invest in infrastructure, services, or other initiatives 

that drive economic growth and development.  
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The finding is consistent with other studies that have examined the impact of intergovernmental 

transfers on local government financial performance. For example, a study by Bird and Smart (2017) 

found that conditional grants had a positive impact on local government financial performance in 

Indonesia, as they allowed local governments to invest in priority areas such as infrastructure and 

education. Similarly, a study by Shah (2017) found that conditional grants improved financial 

performance of local governments in Brazil, as they helped to reduce poverty and improve access to 

basic services.  

However, it is also important to note that the impact of Conditional Grants on financial performance 

may depend on various factors, such as the design and implementation of the grant program, the level 

of autonomy and capacity of local governments, and the presence of other supporting policies and 

institutions. For example, a study by Faguet (2014) found that conditional grants had mixed effects 

on local government financial performance in Colombia, depending on the level of decentralization 

and the design of the grant program. Overall, the finding suggests that Conditional Grants can be an 

important tool for improving financial performance of counties, but their effectiveness may depend 

on various factors and context.  

4.6.4 What effect does County Borrowing has on Financial Performance of Kakamega 

County?  

Lastly, the study sought to answer what effect does County Borrowing has on Financial Performance 

of Kakamega County? County borrowing had also unique significant contribution to the model with 

B=0.362, p=.001implying that when other variables in the model are controlled (Equitable share 

allocation, Conditional Grants and Own source revenue), a unit change in County borrowing would 

result to significant change in financial performance by 0.362 in the same direction. The results 

indicate that County borrowing has a significant and positive impact on the financial performance of 

Kakamega County Government. The regression coefficient of B = 0.362 (p = 0.001) suggests that 

for each unit increase in County borrowing, there is an associated increase in financial performance 

by 0.362 units, even when controlling for other variables such as Equitable share allocation, 

Conditional Grants, and Own source revenue. This highlights the crucial role that borrowing can 

play in enhancing a county’s financial capacity, particularly in funding development projects and 

service delivery, which are essential for effective governance and community welfare.  
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Supporting these findings, several studies emphasize the positive correlation between County 

borrowing and financial performance. For instance, Kariuki and Mutuku (2019) noted that prudent 

borrowing strategies allow counties to expand their financial bases, enabling them to meet service 

delivery demands more effectively. Their research across various Kenyan counties, including 

Kakamega, concluded that counties that structured their borrowing toward long-term infrastructure 

investments generally exhibited better financial performance. Similarly, Omollo and Gikonyo (2021) 

highlighted that borrowing provides counties with fiscal resilience during revenue shortfalls, 

demonstrating a positive relationship between increased borrowing and enhanced financial 

performance, particularly when funds are allocated toward capital-intensive projects like healthcare 

and education. Furthermore, Nyamongo and Njeru (2018) found that counties leveraging external 

financing, such as loans, often achieved improved financial outcomes, underscoring the importance 

of aligning borrowing with strategic development objectives.  

Conversely, some empirical studies caution against excessive reliance on borrowing. For example, 

Maina (2020) argued that counties that do not manage their debts effectively can face liquidity crises, 

as increasing debt levels without a corresponding rise in revenue can create financial instability. This 

sentiment is echoed by Odhiambo and Wanyama (2021), who discovered that counties with heavy 

borrowing often experience unsustainable debt burdens, adversely affecting their long-term financial 

health. Their research pointed out that while borrowing can provide shortterm financial relief, it risks 

compromising fiscal sustainability if not properly managed. Additionally, Mwangi and Ochieng 

(2020) highlighted the negative implications of high borrowing rates, suggesting that counties might 

encounter fiscal stress due to escalating interest payments, particularly in the absence of robust 

revenue collection mechanisms. In summary, while County borrowing demonstrates a significant 

positive correlation with financial performance, as shown by the coefficient of B = 0.362, the broader 

literature reveals both opportunities and risks associated with this financial strategy. The evidence 

supports the notion that borrowing can enhance financial performance when strategically utilized, 

but it also underscores the importance of sound fiscal management to mitigate the risks of debt 

accumulation and ensure long-term financial sustainability.  
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CHAPTER FIVE  

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS  

5.0 Introduction   

The chapter comprises the summary of the research findings based on the research question, 

Conclusion of the research findings based on the variables in the research study, 

Recommendation of the researcher based on the findings and the suggestion for further research 

to be carried out on County financial performance.  

5.1 Summary of the Research Findings   

The research was based on four objectives as summarized.  

5.1.1 Own Source Revenue on County Financial Performance  

The research established that the County Governments had clearly documented policies on own 

source revenue and that the Counties own source revenue targets had not been met for the last 

ten years. This demonstrated that since devolution in Kenya the County Governments had not 

met revenue collection target annually.   

The research revealed that the County Governments had no well-structured reward scheme for 

staff working in revenue department who meets revenue collection targets. The research findings 

demonstrated that the County Governments had factored revenue collection in their annual 

financial plans and that the County Governments budgeted for all revenue collections.  

The findings established that the County Governments had not exploited all revenue potential at 

its disposal and that the available revenue channels pricing is not clearly understood among 

members of the staff. The findings reveled that information on revenue collection at the Counties 

is not shared among members of the public. The research findings established that the County 

Government had budgeted for all revenue collection in their annual budget plans.  

The research findings established that with proper mechanism of tax collection by Counties 

through levies and charges, Counties will improve on County financial health thus giving 

counties financial autonomy  
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5.1.2 Equitable Share Allocation on County Financial Performance.  

During the research, it was established that equitable share allocation to the Counties was not 

enough to fund all Counties planned projects and that the disbursement of the fund had been 

delaying leading to service disruption. The findings revealed that equitable share allocation was 

not the only source of revenue the County Governments depended on running of its financial 

programs as other sources of revenue were given priorities by Counties. From the research it was 

established that the formula used in equitable share allocation was not beneficial to the Counties 

and that the County Governments were not very clear whether they had any role to play to 

improve the inefficiencies witnessed in the fund disbursement.   

The Research established that equitable share allocation had enhanced financial capacity of 

Counties by giving Counties financial sustainability. It was established that this can be achieved 

by good governance practices through equity in distribution  

5.1.3 Conditional Grant on County Financial Performance.  

The findings could not clearly establish whether the County Governments received Conditional 

Grant to only fund development projects and that there were no willing donors to fund Counties 

through Conditional Grants. The research established that Conditional Grant had helped the 

Counties to fund some of the Counties budgeted items and that the Counties did not use 

Conditional Grant to meet recurrent expenditure. The research established that there were no 

challenges faced by the County Governments in administration of the Conditional Grant and was 

established from the respondents that members of the public were not aware of the projects being 

funded by Conditional Grant to the County Governments.  

The research established that Conditional Grant played a key role in enhancing County financial 

performance by providing with the national Government to support Counties in funding specific 

projects thus not overburdening other revenue sources.  

  

5.1.4 County Borrowing on County Financial Performance  
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The research revealed all borrowings being done at the County was being approved by relevant 

statutory bodies. The findings further revealed that the County ventured in expensive borrowing 

that even though the Counties borrowings was approved by all relevant bodies, the borrowing 

was expensive and had not helped the County Governments to meet 100% budget absorption 

rate. The findings established that the County Governments borrowings had not been factored in 

budget planning, not well documented and the information not accessible to the public.   

The research established that County borrowings if well structured, it could boost County financial 

position by helping Counties meet service delivery demands.   

5.2 Conclusion  

The research concluded that County Governments had clear policies on revenue collection and 

that the county Governments had budgeted revenue collection in their annual budgets. The 

budgeted revenue collection was not being met annually as own source revenue funded below 

10% of County annual budgets. Unmet County revenue collection had let to County having many 

incomplete projects.  

On equitable share allocation to County Governments, the research concluded that County 

Governments experienced delayed disbursement of the fund from the national Government yet 

the revenue stream constituted over 80% of the County findings. Delayed funding had led to 

County Governments not meeting 100% budget absorption rate and high pending bills amounting 

to over 160billions.   

The researcher concluded that Conditional Grants to County Governments as a source of findings 

to County Governments was not very clear to the members of the public even though it was 

established that the fund was well managed at the County level.   

It was concluded from the research findings that the County borrowed from the financial 

institution following the led down procedure as per the PFM act of Kenya to the tune of 1 billion 

annually but above the borrowing market rate. The County borrowing was attributed to delay and 

insufficient equitable share allocation and unmet County own source revenue collection.   

5.3 Recommendation of the Research  

County Own Source Revenue  
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In order to increase own source revenue collection by County Governments so that the collection 

can fund good proportion of County budgets, the researcher recommends that information on 

Counties collected revenues should be timely shared to members of the public who are major 

stakeholders and tax payers for public support. Further Counties need to come up with reward 

structure for staff who works in revenue collections and meets annual revenue collection targets. 

By doing so Counties will tremendously increase revenue collection from existing revenue 

sources and unexploited avenues of revenue collections thus reduce case of County incomplete 

budgeted projects.  

Equitable Share Allocation by the Commission of Revenue Collection to Counties  

The research recommends the Government to put in place proper legislation so that all bodies 

mandated in allocation and disbursement of County fund does it on time to avoid the delays and 

inefficiencies witnessed in fund release. This will spur economic growth at Counties as it was 

established in the research that Counties depend a lot on National Government funding in running 

of their financial operation, any delays hamper productivity.  

Conditional Grants to Counties  

The research recommends that the County Governments to streamline proper public participation 

during budget formulation and that the counties to carry out well-structured civic education so 

that members of the public are aware on all source of revenues to the count and are notified on 

projects being funded by the Conditional Grants received from various donors.   

County Governments Borrowings  

The research recommends to the national treasury and national planning’s to provide proper 

guidelines to Counties who need to engage in borrowings to compel Counties to factor borrowing 

provision in their annual financial plans so that Counties carry out planned borrowing rather than 

do borrowing when faced with cash flow problems. Unplanned borrowing is expensive to 

Counties. With proper Counties borrowing guidelines, Counties will be mandated to properly 

document County borrowings and share the information with public for transparency purpose.   

5.4 Suggestion for Further Research Study  
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Conditional Grant is a source of revenues to Counties as provided in the Kenya constitution; 

however, this source of revenue has not been well understood by the stakeholders of devolution 

and has to be given equal attention like the one given to equitable share allocation. If special 

attention is given to Conditional Grant to Counties, we are likely to avoid the issue of incomplete 

County planned projects. The researcher recommends further research to be done on 

Management and administration of Conditional Grant to County Governments in Kenya inline 

of improving County financial performance.   
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APPENDICES  

APPENDIX I: CONSENT LETTER  

Luckland Matini Owiti  

P.O BOX 26-50101,  

Butere  

0728289106  

Owitiluckland@yahoo.com  

  

Dear Respondent,  

I am a student at Mount Kenya University pursuing my Master’s Degree in Business Management 

(Finance). As a requirement for my course, I am carrying out research; Influence of revenue streams 

on financial performance of County Governments of Kenya in Kakamega County. You have been  

selected to participate in this research upon your consent. You’re requested to answer the 

questionnaire provided to the best of your ability. This is a voluntary exercise and any information 
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collected shall be kept with confidentiality only to be used for the purpose of this study. Yours 

Sincerely,  

  

Luckland Matini Owiti  

MBA/2020/65928  

  

  

APPENDIX II: CONSENT TO TAKE PART IN RESEARCH  

Dear Participant,  

I invite you to participate in a research study entitled (Influence of Revenue Streams on Financial 

Performance of County Governments in Kenya in Kakamega County): I am currently enrolled in 

the (MASTER OF BUSINESS ADMINISTRATION-FINANCE) at Mount Kenya University and 

am in the process of writing my Master’s project. The purpose of the research is to investigate: 

(Influence of Revenue Streams on Financial Performance of County Governments in Kenya.)  

The enclosed questionnaire has been designed to collect information on: (Influence of Revenue 

Streams on Financial Performance of County Governments in Kenya.)  

Your participation in this research project is voluntary. You may decline altogether, or leave blank 

any questions you don’t wish to answer. There are no risks involved in participating in this research 

study. Your responses will remain confidential. Data from this research will be confidential and 

reported only as a collective combined total. No one other than the researchers will know your 

individual answers to this questionnaire. There are no benefits for participating in this research. 

However, you may find it interesting to talk about the issues addressed in the research that may be 

beneficial at the place of work.  

If you agree to participate in this project, please answer the questions on the questionnaire to the best 

of your knowledge and return as soon as possible to enable me complete the project report.  

If you have any questions about this project, feel free to contact the INVESTIGATOR, (Luckland 

Matini Owiti, and Dr. Oscar Sangoro as the supervisor). If you have questions about your rights 

as a research participant, kindly contact the Chairman, Mount Kenya University, Ethical Review 

Committee, P.O Box 342-01000, Thika.   

Thank you for your assistance and cooperation.   

 CONSENT  

  



 

78  

  

I have read and I understood the provided information and have had the opportunity to ask questions. 

I understand that my participation is voluntary and that I am free to withdraw at any time, without 

giving a reason and cost. I understand that I will be given a copy of this consent form. I voluntarily 

agree to take part in this study.   

Participant…………………………………………..signature…………………….Date…………...  

  

Investigator……………………………………….....signature……………………Date…………… 

APPENDIX III: RESEARCH QUESTIONNAIRE  

The questionnaire is meant to collect information on influence of revenues streams on financial 

performance of County Governments in Kenya. Kindly answer the questions by a statement or 

ticking where applicable.  

Date ….../…….../ 2024  

  

SECTION A: BACKGROUND INFORMATION OF EMPLOYEES  

Kindly where applicable.  

1) Gender: Male( ) Female()  

2) Age: under 30 years  ( ) 31-50 years ( )  Above 50 years ()   

3) Education: Secondary       ( )  

                   Certificate      ( )  

                               Diploma         ( )  

                               Degree            ( )  

                               Post graduate  ( )  

4) Work 

Station……..……………………………………………………...……………………  

  

5) Department of 

work…………………………………………………………………………  

6) Nature of Employment:  

Contract     ()  

            Permanent  ()  

            Elected       ()  

7) How long have you worked at Kakamega County Government?  
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            Below 3 years  ( )   

            3-10 years        ( )   

           Above 10 years ( )  

8) Do you have any Professional Qualification?  

Yes  ()  

No   ()   

  

  

SECTION B: QUESTIONS ON COUNTY REVENUE STREAMS i)  Own 

Source Revenue  

Kindly is the statement about Kakamega County Own Source Revenue True, False are you’re not 

sure. Tick in your own opinion appropriately  

No  Indicators  True  

   

  

Not Sure  

  

False  

1  Kakamega County has clearly documented 

policies on revenue collection.   

  

      

2  Kakamega County staff have met revenue 

collection targets for the last 10 years.  

  

      

3  Kakamega County has reward structure for staff 

who meet revenue collection targets.   

  

      

4  Kakamega County revenue collection is factored 

in the annual financial plans.  

  

      

5  Kakamega County has explored all revenue 

collection channels.  

  

      

6  Kakamega County revenues are well priced.  
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7  Kakamega County information about revenues is 

shared among members of the public.  

  

      

8  Kakamega  County  revenue 

 collection  is budgeted  

  

      

  

 ii)  Equitable Share Allocation by CRA  

To what extend to you agree with the statements below on disbursement of Equitable Share 

Kakamega County. Kindly tick (1- Agree 2-Not sure 3-Disagree).  

No  Indicators  Agree  

  

Not 

sure  

  

Disagree  

  

1  Disbursed fund to Kakamega County is adequate to fund all 

County activities.  

      

2  Delayed disbursement of Equitable Share to the County do not 

in any way disrupted service provision.  

      

3  Kakamega County has a role to play to improve on in 

efficiencies in allocation of Equitable Shares.  

      

4   The county depends more on fund from the national  

Government than any other source  

      

5  The formula for allocation of Equitable Share fund to Counties 

has benefited Kakamega County.  

      

 iii)  Conditional Grants  

Kindly answer by ticking your level of agreement on the following questions on Conditional Grants 

to Kakamega County.  

No  Indicators  Yes  

  

  

Same 

extend  

Great 

extend  

  

No  

  

  

1  Kakamega County receives Conditional Grants 

only to finance development projects  
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2  More donors are available to Kakamega County to 

fund projects through Conditional Grants.   

        

3  Conditional Grants to Kakamega County have 

facilitate smooth implementation of annual 

budgets  

        

4  In some instances, Conditional Grants to 

Kakamega County has been funding recurrence 

expenses.   

        

5  Residents of Kakamega County are aware of 

projects being funded by Conditional Grants  

        

6  Management of Conditional Grant to Kakamega  

County has experienced myriads of challenges  

  

        

  

 iv)  Borrowings and Loans  

Kindly in your own opinion tick the level of agreement with the statement about Kakamega 

County Borrowings.  

No  Indicators  Strongly  

Agree   

   

  

Agree  

  

  

Disagree  

   

  

Strongly  

Disagree  

  

1  Kakamega County borrowing is approved by 

all relevant statutory bodies.   

        

2  Kakamega County Government borrowing 

is well document and accessible to the 

public  

        

3  Kakamega County borrow locally as it’s 

cheap, convenient and easily accessible  

        

4  Borrowings has enabled the County 

Government in meeting 100% budget 

execution  
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5  Kakamega County have borrowing 

provision in their annual plans.  

        

  

SECTION C: QUESTIONS ON FINANCIAL PERFORMANCE  

Kindly answer the questions in your own opinion.  

1) How much do Kakamega County receive from the national Government in terms of 

Equitable Shares?  

5 billion ( ) 5 billion -10 billion () Above 10 billion ( )  

  

2) What is the budget absorption rate for the last two financial year at Kakamega County?  

100% ( ) Below 100 % ()  

  

3) Of the total Pending bills by Counties in Kenya, what percentage does Kakamega hold? 

Below 10% ( ) 10-50% ( ) None (  )  

  

4) Identify any four projects in Kakamega County which are incomplete despite being 

funded.  

a)…………………………………........…………b)……………...………………………… 

c)…………………………………………….……d)……………………………………..

.  

  

5) What is the percentage level of citizen satisfaction with service provision at Kakamega 

County?   

Below 10 %(  )10-50 % ( ) Above 50% ( )  

  

6) How much does Kakamega County Borrow to fund budget deficit? Below 500M ( ) 500M 

- I billion ( ) Above 1 billion ( )  

  

7) What are the lending rate of local banks to Kakamega County on overdrafts facilities? 

Below market rate () At market rate ( ) Above Market rate ()  
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8) What percentage of Revenue collected is used for Development projects.  

Below 10% ( ) Between 10-30% () Above 50% ()  

  

  

  

APPENDIX IV: ETHICAL REVIEW CERTIFICATE  
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APPENDIX V: MKU POST GRADUATE AUTHORIZATION  
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APPENDIX VI: NACOSTI LICENSE  
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APPENDIX VII: COUNTY GOVERNMENT AUTHORIZATION  

 
APPENDIX VIII: COUNTY COMMISSIONER AUTHORIZATION  
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APPENDIX IX: COUNTY DIRECTOR OF EDUCATION AUTHORIZATION  
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APPENIX X: TURNITIN REPORT  
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APPENDIX XI: KAKAMEG COUNTY MAP  
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