



A Survey of Factors Influencing Absorption of County Development Funds in Kenya
Abstract
When Kenya’s new constitution was promulgated in August 2010, citizens’ prospects for the future of the country were upbeat.  It was largely anticipated that the devolved system of government enshrined in the constitution would lead to a future of prosperity and good governance.  Nine years on, the benefits of devolution are yet to be experienced fully in the country. This paper sought to investigate the factors influencing the absorption of development funds at the county level. The research examined the effect of county government structures, county government systems, and employee characteristics on the level of absorption of development funds. The target population comprised of the Chief Officers of the 47 Counties’ Ministries of Finance and Planning.  A census approach was utilized, thereby resulting in a sample of 47. Data was collected using a semi structured questionnaire. After data collection, cleaning, entry, and coding, the study conducted exploratory factor analysis to extract latent factors of each independent variable. A multiple regression analysis was then undertaken to investigate the relationship between the independent factors and the dependent variable. Results of data analysis indicated that all independent variables had a positive and significant relationship with absorption of county development funds. Further, the overall fitted model was statistically significant. Based on these findings, the study makes a raft of recommendations to enhance absorption of county development funds in Kenya. 
1.0 Background of the Study

With the advent of the devolved system of Government in Kenya - occasioned by the promulgation of a new constitution in August 2010 - the way public funds are deployed has changed to a big extent. Funds are now budgeted for, and utilized, at both the County and national Government level. This is in contract with the previous dispensation where government funds were centrally managed by the National Treasury. All this is against a backdrop of an increasing need to align society needs with the limited available resources. As such, governments at both levels of governance should endeavor to use funds for the exact purpose that they were provided for. Public institutions largely get their revenue from the taxes that citizens pay, and thus they should utilize such funds in a manner that is likely to have the greatest impact in the day to day lives of the citizens (Barro, 2004). To manage public resources in an effective manner, there is need for adequate measures to be put in place so as to ensure that public development programs are implemented to the letter, and in a timely manner (Bhatia, 2003). Kimani (2011) reckons that low absorption of budget funds is a problem which is widespread in many sub Saharan Africa countries. He attributes this to ineptitude of public officials and triviality in the execution of their day to day jobs. 

Mugambi (2014) notes that funds allocated to development projects often end up being returned to the exchequer, while ironically, recurrent expenditure budgets get exhausted within the financial year. He suggests that sub-national Governments should put in place monitoring and evaluation plans for the development projects to track the performance of pertinent officials, thereby assuring eventual completion of these projects. A well prepared budget allocation plan enables the Government to efficiently use the available resources, including international aid, well and this ensures an improvement in the community’s quality of life.Good budget allocation also ensures that expenditure is managed better and more revenue is raised. This helps the Government in minimizing recurrent expenditure and maximizing the societal impact of public resources (Bhatia, 2003 and Chang, 2009). 
Budget absorption is the extent to which budgeted funds are utilized for the purpose for which they were allocated. The level of budget absorption is an important indicator of whether planned activities by a government authority have been implemented or not. Counties all over the country have been having a situation where the absorption of the development budget funds is relatively poor, compared with the absorption of the recurrent expenditure budget. Indeed, according to Mutai (2016), devolved Governments around the world have often grappled with the issue of low absorption of development funds. Matovu (2011) posits that the problem of low utilization of budget funds is often more pronounced in developing nations than in developed nations. Nkanata (2012) further attributes this problem to lack of checks and balances in developing countries meant to ensure that development projects are fully implemented. 
Many studies indicate that the absorption of development funds in Kenya is quite low and not in tandem with the country’s development ambitions. Mbatau (2016) noted that in 2014, Kenya’s national and county Governments utilized only 30% of funds borrowed from local and foreign lenders. He further stated that out of the Sh565 billion borrowed from the World Bank over the 2010 to 2013 period, only Sh171.9 billion was put to use. His conclusion was that the country cannot achieve Vision 2030 goals with such a low absorption of development funds. As such therefore, the present study sought to investigate the latent factors that have the largest implication on the absorption of development funds at the sub national level in Kenya. 
1.1 Statement of the Problem

This research focused on the issues of absorption of budgeted development funds in Kenya’s counties. This is a problem that needs attention since the absorption rate of these funds in the devolved units is extremely low (Controller of Budget, 2016).The devolved units in the country have been experiencing several challenges that have been detrimental to absorption of funds, and ultimate commissioning of development projects.Kairu and Ngugi (2014) for instance note that the national government has consistently delayed the disbursement of allocations to the counties. Additionally, counties themselves have been engrossed in shenanigans such as corrupt procurement practices and poor planning for funds, thereby impacting service delivery. 

According to Mutai (2014), any unutilized funds must be returned by law to the national Treasury at the end of the Financial Year. He further states that it’s ironic that counties have been returning money to the treasury when the needs of the citizens have not been addressed. As such, the study intended to unearth the factors that have been causing lack of budget absorption with the aim of recommending suggestions for policy implications. Absorption of budgeted development funds is a precursor to any nation’s economic development (Barro, 2004). In Kenya, it was anticipated that the devolved system of governance would eliminate the differentials in regional development, which were common under the old system. Then, development funds were not distributed evenly. Political patronage played a big role in determining how development projects would get financed. Additionally, there was no clear mechanism guiding the disbursement of development funds (Mugambi, 2014). In the new constitution, funding of County Governments is clearly spelt out, and therefore political patronage doesn’t play a significant role when it comes to sharing of national income between the national Government and the counties. Additionally, there are constitutional bodies that play distinct roles in directing the allocation and utilization of public funds. These are the office of the Controller of Budget, the Commission on Revenue Allocation, and the Senate (Matovu, 2011). These provisions notwithstanding, the country has continued to witness low absorption of development funds. 
Kairu and Ngugi (2014) conducted a comparative analysis on the level of utilization of development funds by sub-national Government authorities in Machakos County before and after promulgation of the new constitution. They reported that there is no significant difference in the level of development fund utilization before promulgation and after promulgation. Kabaya (2011) investigated the factors affecting utilization of the constituency development funds in Muranga County. This study found community participation, monitoring and evaluation, and information diffusion to have a positive and significant impact on the rate of utilization of the constituency development funds in Muranga. Odhiambo, Mitullah and Akivaga(2004) carried out a study on the completion rates of Local Authority Transfer Funds -funded projects. They concluded that timely disbursement of LATF funds and personal interests in the completion of the projects by officials of the implementing Authority were the two most critical determinants of completion of LATF projects. Due to the fact that the devolved system of governance has been in place for a short time, most of the studies in the literature are focused on the utilization rate of constituency development funds. This is because the legislative framework for CDF was laid out earlier, i.e. with the assent to The Constituencies Development Fund act in 2003. Nevertheless, some empirical studies have been conducted on the subject of this study. These studies have largely spawned evidence that absorption of development funds allocated to counties has been quite unsatisfactory. 
Zaman and Georgescu (2009) carried out a study on the state of absorption of EU Structural Funds by Romania. They found out that the absorption rate of these funds to be way below the mean rate of other EU member states. The study attributed low funds absorption to inadequate administrative capacity at both central and local levels of Government, lack of inter-institutional coordination of wide scale projects, failure of public-private partnerships, and insufficiently skilled human resources. Hondroyiannis (2006) investigated the rate of utilization of development funds in four Western Europe Countries (France, Germany, Switzerland, and Spain). He found an average development funds’ absorption rate of 76% in these four countries. Switzerland had the highest absorption rate (88%) while Spain has an absorption rate of 57%.  Lethu (2011) carried out a study on the state of utilization of funds by countries in the SADC trading bloc over the 2006 to 2009 time period. The study found out that of all the cash that was budgeted for development projects in the bloc, only 45% was actually used for the intended purposes during each financial year. South Africa and Botswana had reasonably high absorption rates, i.e. 56% and 67% respectively, while Tanzania and Mozambique had the least absorption rates, at 28% and 32% respectively. 

Bahiigwa,Ellis, Fjeldstad, and Iversen (2004) investigated the level of absorption of development funds in Rural Uganda. They found out that most of the surveyed regions used less than 20% of all development funds that they had been allocated. The study attributed this problem to delayed initiation of funding requests, lengthy procurement processes, limited involvement of district technical officials, late release of funds by intermediary institutions, poor planning for capital investments, and inadequate capacity of contractors. 

The Constitution Provides that at least 15% of the revenue raised nationally should be allocated to county governments. In FY 2013/2014, Kshs 210 Billion was allocated to county governments, while in FY 2014/2016; the National Treasury allocated 241 Billion to county governments. In FY 2016/2016, a total of Kshs 287 Billion was shared by the 47 county governments. As evident, the allocations from the national treasury have been growing sizeably from one financial year to the next. Despite the consistent increase in county government allocations, the amount given for development at the County level has largely gone unspent (Mutai, 2016). The Controller of Budget’s half year for the 2016/16 Financial Year for instance states that in the 2016/16 Financial Year, 55.3% of County allocations was for recurrent expenditure while 44.7% was for development expenditure. However, at half year, absorption of funds allocated to all counties for development expenditure stood at an average of only 26% percent. Kwale County was the best performer in absorption of development funds, having utilized 61.5% of its development budget. On the other hand, Taita Taveta County had used only 0.1% of monies that were allocated for its development expenditure (Controller of Budget, 2016). Nairobi County’s development expenditure stood at 20% of the money allocated for its development project. Kisumu County’s development funds utilization was at 21.1% while that of Mombasa County was at 25.6%. As such, none of the counties hosting the country’s major cities had a good track record of utilization of development expenditure (Controller of Budget, 2016). In the light of these statistics and the fact that most of the studies in the literature are focused on the utilization rate of constituency development funds, it is essential to shed some light on what exactly drives absorption of monies allocated for development expenditure at the County Government level. This study therefore seeks to answer a salient question: what are the factors that influence the absorption of County Government development funds in Kenya?

1.2 Specific Objectives

i. To determine the effect of county government structures on absorption of County Government development budget funds.

ii. To examine the effect of county government systems on absorption of County Government development budget funds.

iii. To find out the effect of employee characteristics on absorption of County Government development budget funds.
2.0 Literature Review
2.1 Theoretical Review

This study was grounded on the following theories: The Agency theory, The Stakeholders’ theory, and the Stewardship theory.
2.1.1 Agency Theory

The agency theory, in the context of public management implies that the Government is an agent of the citizens that has been tasked with the duty of managing the state. This is necessitated by the logic that since it is impractical for everyone to be involved in running the affairs of a country, citizens should elect some people from themselves and give them the mandate of running of the entire county/country. However, government officials tend at time to their own interests, and not in the best interests of the citizens. Dodge (2005) argues that elections give the citizens the opportunity of punishing leaders who violate the fiduciary commitments of their offices. According to Franzsen(2004) the primary participants in a governance system are the government officials and the governed citizens. Secondary participants could include other governments, international bodies, and people from the rest of the world. Muriithi (2003) argues that the agency problem is mostly pronounced in countries with weak systems of governance. 

Often, such countries are the least developed too. If the governance structure of a country is vulnerable, leaders might be tempted to exploit these weaknesses for their own gain. This problem, he argues, can be fixed through a revolution or sustained pressure for reforms. This theory is relevant to the research in the sense that it articulates the fact that county officials are agents of the electorate. The constitution of Kenya indicates that power lies with the people and that they can delegate it to elected and non elected public officials. Unfortunately, in many instances, the actions of public officials advance their own agendas to the detriment of public interest (National Council for Law Reporting, 2010).

2.1.2 Stakeholders Theory

The stakeholder theory proposed by Freeman R. Edward (Freeman, 1984) is a theory that addresses the issue of morals and values in public management. It states that governments owe a responsibility to a wider group of stakeholders, not just their citizens. Such stakeholders could include nationals of other countries living within their territory, foreign governments, international organizations, and its neighbors. This theory further emphasizes that actions of governments tend to have over spilling effects, due to the level of interconnectedness in the contemporary world. In execution of its mandate therefore, government should balance the interest of all stakeholders to ensure that some stakeholders are not unduly disadvantaged. According to Freeman (1984), the stakeholders’ theory is an extension of the agency theory. In the sense of public governance, the primary stakeholders can be seen and the citizens of a country while the additional stakeholders are other citizens of the world. In an increasingly interconnected world therefore, actions of governments can have big implications way beyond their borders. 
2.1.3 Stewardship Theory 

According to Stewardship theory, governments are regarded as the stewards of the public assets and are pre-disposed to act in the best interest of the citizens (Mallin, 2007). According to Mbatau (2016), government officials have an innate motivation to protect the interests of citizens and are satisfied when the country progresses in the right direction. This theory emphasizes the role of patriotism in public service delivery, i.e. the government officials chose a public career primarily due to a deep desire to serve their country. Their key motivation therefore is the interest that they have in development of their nation.

Mallin (2007) notes that in the contemporary society, more people are aware of their rights as citizens of their respective nations. As such, there is a growing tendency of governments being held to account for the manner in which they manage public resources. According to Kimani (2011), the democratic form of government, carries with it an important tool in minimizing the harmful effects of bad governance – an opportunity to replace bad leaders in periodic general elections. Due to statutory elections, officials with a keenness to get reelected at the end of the electoral cycle will endeavor to endear themselves to their constituents. Additionally, they will ensure that the public officials they hire will not falter in service delivery to the citizens since this will compromise their reelection prospects. 

2.2 Empirical Review

This section presents a review of empirical studies that have hitherto been conducted in line with the study objectives. Essentially, it outlines what previous authors found out as pertains to the relationship between each of the four independent variables and the dependent variable.

2.2.1 County Government Structures and Absorption of County Development Funds

Government structures refer to the leadership mode of a government. This relates to how various players in the government are positioned, and the interrelations that they have with each other to ensure service delivery to the citizenry. In order to achieve their mandates, governments should be structured a coherent manner. The lines of reporting, pecking order, and leadership hierarchy should all be clear and easily understood (Stillman, 2010). In the old constitution, the reporting lines in government at the sub-national level were blurred due to excessive layers of bureaucracy. This is because most decisions were made from Nairobi. In many instances, information distortion took place such that the action which was implemented at the grassroots deviated from the intended action by ministry heads in Nairobi (Torome, 2013).

Mugambi (2014) notes that the old dispensation had a provision for local authorities to collect revenue from the citizens to implement development at the grassroots level. However, the local governments did not have a strong constitutional underpinning. Lack of adequate checks and balances led to poor accountability of public funds. Additionally, the roles and responsibilities of local authorities were not well articulated in the constitution and there were several instances of ambiguity on the roles of the national government and the local government. Overlap of the mandate of both governments was also a common problem. Nkanata (2012) posits that County Governors have been given excessive powers by the Constitution that can be prone to abuse. Additionally, he notes there are several cases of ambiguity and duplication of roles of the county government and the national government in the constitution. This has continued to seriously undermine the democracy, transparency and accountability of the implementation of public interest projects in the counties. 

The lack of clarity of the roles of the county executive and the county assembly, as far as utilization of development funds also introduces a conflict of interest. MCAs are supposed to pass budget appropriations objectively and without any biasness, but at the same time, they are keen on the funding of projects in their wards (Mutai, 2016). Further, the fact that county executives roll out development projects without necessarily seeking input from other stakeholders fails to provide adequate checks and balances to prevent abuse. The constitution envisages a situation where citizens play an active role in the governance structure of their county. However, in reality, not many counties have managed to lay appropriate strategies for public participation. Mugambi (2014) notes that counties should have in place adequate measures to ensure that the input of citizens is also taken into account too. This, he says, is because they are the ultimate users of the public 

2.2.2 County Government Systems and Absorption of County Development Funds

Stillman (2010) describes government systems as the mechanisms through which operations of a government are implemented by the various organs of the government. In setting up governmental systems, various political stakeholders engage in politicking, lobbying, brainstorming, and other deliberative measures to ensure that the ultimate system is suitable for their respective conveniences. The stakeholder with the largest influence on the deliberative process ends up being favored by the system. The procurement systems of governments tend to have a big implication in the ultimate implementation of envisaged projects (Baurer, 2005). Additionally, Bird (2011) notes that the procurement function is as important as the finance function, or possibly more important, when it comes to actualization of public projects. 

Aamir et al (2011) notes that in the developing world, majority of the cases of economic crimes center around procurement fraud. In Kenya for instance, there have been cases of governmental authorities inflating contract values, getting involved in collusive tendering, or delaying projects unnecessarily. All these shenanigans have an adverse effect on the absorption of development funds. In many cases, absorption takes place in that the funds are utilized, but the quality of the completed project is substandard. As such, counties with weak procurement management systems are likely to endure a low rate of absorption of development funds or a high rate of funds absorption but a substandard completed project or both.
According to Kairu & Ngugi (2014), the budget making process has a big implication on the allocation of total funds, i.e. revenue generated within the counties and disbursements from the central government. They further state that budgets are ‘political’ because they reflect what the citizens are entitled to as members of society. Due to vast entitlements in the face of limited funds, not all entitlements are funded. As such, budgets also indicate the Government’s priority funding areas and show who gets what. If stakeholders with biasness toward development have an upper hand in budget making, there is going to be a sizeable allocation to the development votehead. The influence of these stakeholders is further likely to push for an acceptable absorption of the development budget. Mugambi (2014) posits that many county governments in Kenya are not development oriented. As such, they tend to allocate most of the county resources to recurrent expenditure with only a small proportion of available funds being allocated for development. This problem is further compounded by the fact that absorption of recurrent funds tends to be higher than that of development funds. 

2.2.3 Employee Characteristics and Absorption of County Development Funds

This section pertains a review of literature on the relationship between the personal aspects of county staff and the effect that these aspects have on development budget absorption. Ndunda, Ngahu and Wanyoike (2007) note that lack of attractive remuneration denied the public sector high quality human capital, until 2004 when salaries of government employees were harmonized in the public sector. Additionally, they say that many staff of the former Local authorities were not qualified in their professional fields, and hence did not have the technical knowhow require to excel in their jobs. These staff members were absolved by the county government, their lack of skills notwithstanding. This has severely compromised public service delivery, especially where technical skills are required. Githinji & Kiprotich (2014) note the prevalence of complacency in punishing unethical behavior (e.g. corruption) in public institutions perpetuates a culture of impunity in the public sector. As such, staff members who lack integrity continue to be a bottleneck in service delivery to the citizens. 
In the same light, Torome (2013) points out that there exists many structural weaknesses in the monitoring and evaluation of public projects, leading to many of them being implemented at unacceptably slow pace due to indolence of county staff and/or contractors. According to Matovu (2011), there is a category of county employees who are charged with the role of implementing development projects in every county ministry. Their personal attributes such as possession of good work ethics, proper training on project management, professionalism, fitness for the job, integrity and motivational level at their work place may determine how well they perform in their work. Baurer (2005) further asserts that failure to deal with corrupt government employees can create hindrances in service delivery to the public. This study identifies corruption as the main challenge that inhibits project implementation. 

Kayaga (2007) further notes that, financial constraints has led to hiring of officials who lack a technical understanding of the projects that they administer, and the fundamental concepts that are requisite to evaluate the quality of completed public works. The scholar further posits that, the problem of inexperienced and unqualified personnel is aggravated by lack of training facilities and opportunities.
2.3 Conceptual Framework

A conceptual framework is a logical illustration of the interrelationships between the study variables as envisaged by the research. The conceptual framework for this study is elucidated in figure 1 below. 
Figure 1: Conceptual Framework
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3.0 Research Methodology
3.1 Research Design

This study adopted a survey research design. Ragin (2003) notes that the survey research design is normally utilized when the study is interested in describing the opinions, attitudes, and perceptions of a sample or a targeted population. The survey research design was considered to be suitable since this research meant to have a general picture of the factors influencing the absorption of development funds at the county level. This was achieved through utilization of data collected in each of the forty seven counties. Additionally, the structures and modes of operation of the counties are quite similar, since they are all based on provisions of chapter 11 of the constitution (National Council for Law Reporting, 2010). 
3.2 Target Population

Target population as defined by Kothari (2006), is a set of all the study objects, events and people from which the study seeks to collect data. The County Governments Act of 2012 specifies ten county ministries, each headed by a member of the County Executive Committee (CEC). As such therefore, the target population of this study was the Chief Officers of the 47 counties’ Ministries of Finance and Planning. Since the target population was small, the census approach was adopted for data collection. According to Mugenda and Mugenda (2008), a census should be done when data can be realistically collected from all the elements of the population.
3.3 Research Instrument

This study used structured questionnaires for data collection. Data was collected in October 2025. An online tool (www.surveymonkey.com) was utilized to administer the questionnaires to the respondents. The first section of the questionnaire captured the biodata of the respondents, while the second section collected data on the factors that affect absorption of county development funds. The structured questions that were posed in this section required responses on a five point Likert scale. Respondents were required to indicate their views on a scale of 1 to 5, where 1 stood for strongly disagree, 2 for disagree, 3 for uncertain, 4 for agree, and 5 for strongly agree.
4.0 Results and Discussion
4.1 Introduction

The results of the empirical analysis of the research data are outlined in this section. Out of the forty seven respondents, data was collected from Finance and Economic Planning Chief Officers in forty four counties, implying a response rate of 94%. After collection, the data was cleaned, coded and finally analyzed using STATA version 12. The study utilized the exploratory factor analysis approach for data analysis. This culminated in determination of latent factors, which are specific constructs of the independent variables that have the largest impact on absorption of county government development funds.  
4.2 Exploratory Factor Analysis

This section outlines the various steps that were taken in conducting exploratory factor analysis.
4.2.1 Pre Test Analysis

The first step was to carry out pre test analysis to determine the adequacy of the data for factor analysis. This was accomplished through computation of the Kaiser Meyer Olkin (KMO) Measure of Sampling Adequacy and conducting the Bartlett’s Test of sphericity; which measures the strength of relationship among the variables. The results yielded a KMO value of 0.745. Further, the Bartlett’s Test of sphericity was statistically significant at the 1% level of significant.
According to Hutchison and Sofroniu (1999), KMO values of between 0.7 and 0.8 are good, values between 0.8 and 0.9 are great and values above 0.9 are superb. Since the data’s KMO Measure was 0.745, the required threshold for adequacy for factor analysis was deemed to have been met. The Bartlett's Test of Sphericity evaluates the strength of relationships amongst variables that can be accentuated through factor analysis. If the p value of the Bartlett's Test of Sphericity is less than 5%, this is an indicator of sufficient relationships between the variables. The variables in the dataset were deemed to have sufficient correlations and hence good for the factor analysis since the p value of the Bartlett's Test of Sphericity was 0.000. 
4.2.2 Communalities Analysis

The study investigated the communalities, which is the amount of variance of in the measurement item that can be explained by the underlying factors. Items with low communalities (( 0.50) do not share much variance with underlying factors and therefore they should be dropped from the analysis. 

Table 1 Communalities Table

	 
	Initial
	Extraction

	The administrative structures of the county have an impact on absorption of development funds
	1.000
	0.436

	Clarity of who are the persons with overall responsibility for project implementation can increase development funds absorption
	1.000
	0.708

	Punitive measures for poor performance can enhance absorption of development funds
	1.000
	0.715

	Whether projects are contracted or not has an implication on the level of absorption of development funds
	1.000
	0.752

	Strong checks and balances on the County Executive can impact absorption of development funds positively
	1.000
	0.416

	Rollout of Monitoring & Evaluation Systems can enhance absorption of development funds
	1.000
	0.673

	Evaluation measures of the National Treasury can improve absorption of development funds
	1.000
	0.399

	Strong budget making and implementation processes can improve absorption of development funds
	1.000
	0.655

	The work ethics of staff has an impact on absorption of funds.
	1.000
	0.729

	The technical expertise of county staff has an impact on absorption of funds. 
	1.000
	0.647

	The integrity of county staff has an impact on absorption of funds.
	1.000
	0.799

	The fitness of the personalities of county to their jobs can impact absorption of funds positively.
	1.000
	0.337

	Extraction Method: Principal Component Analysis.


As evident in table 1 above, four factors had communalities <50%. These four are: “The administrative structures of the county have an impact on absorption of development funds” , “Strong checks and balances on the County Executive can impact absorption of development funds positively”, “Evaluation measures of the National Treasury can improve absorption of development funds”, and “The fitness of the personalities of county to their jobs can impact absorption of funds positively”. These four factors were henceforth dropped from the study.

4.2.3 Factor Extraction using Principal Component Analysis
Principal Component Analysis was used to extract latent variables such that the  first component accounts for the highest proportion of variation, the second component accounts for the second highest  proportion of variation, and so on. All this was in such a manner that othorgonality was sustained between the components so as to prevent the problem of multicollinearity. 
Table 2 Component Matrix

	
	Component

	
	1
	2
	3

	Punitive measures for poor performance can enhance absorption of development funds
	0.854
	 
	 

	Clarity of who are the persons with overall responsibility for project implementation can increase development funds absorption
	0.778
	 
	 

	Whether projects are contracted or not has an implication on the level of absorption of development funds
	0.754
	 
	 

	The integrity of county staff has an impact on absorption of funds.
	
	 0.632
	0.698

	Strong checks and balances on the County Executive can impact absorption of development funds positively
	 
	0.675
	 

	The work ethics of staff has an impact on absorption of funds.
	0.524
	0.604
	 

	Rollout of Monitoring & Evaluation Systems can enhance absorption of development funds
	 
	0.589
	0.589

	The technical expertise of county staff has an impact on absorption of funds. 
	
	 
	0.593

	Extraction Method: Principal Component Analysis.

	a. 3 components extracted.


As evident in table 2 above, the principal component analysis extracted three components. Four factors loaded on to component one, four factors on component two and three factors on component three.

4.2.4 Factor Rotation

The extracted factors were rotated using the varimax rotation method with Kaiser Normalization. This was done to have a clear picture of the latent factors for each independent variable. Table 3 below indicates the rotated component matrix. The varimax rotation resulted in 3 components: one for each independent variable.  The extracted factors for component one were: Clarity of who are the persons with overall responsibility for project implementation can increase development funds absorption, Whether projects are contracted or not has an implication on the level of absorption of development funds, and punitive measures for poor performance can enhance absorption of development funds.

Extracted factors for component two were: Strong checks and balances on the County Executive can impact absorption of development funds positively and Rollout of Monitoring & Evaluation Systems can enhance absorption of development funds. Finally, extracted factors for component three were: The technical expertise of county staff has an impact on absorption of funds, The integrity of county staff has an impact on absorption of funds, and The work ethics of staff has an impact on absorption of funds.

Table 3 Rotated Component Matrix

	
	Component

	
	1
	2
	3

	Clarity of who are the persons with overall responsibility for project implementation can increase development funds absorption
	.792
	 
	 

	Whether projects are contracted or not has an implication on the level of absorption of development funds
	.719
	 
	 

	Punitive measures for poor performance can enhance absorption of development funds
	.868
	 
	 

	Strong checks and balances on the County Executive can impact absorption of development funds positively
	 
	0.819
	 

	Rollout of Monitoring & Evaluation Systems can enhance absorption of development funds
	 
	0.803
	 

	The technical expertise of county staff has an impact on absorption of funds. 
	 
	 
	0.755

	The integrity of county staff has an impact on absorption of funds.
	 
	 
	0.742

	The work ethics of staff has an impact on absorption of funds.
	 
	 
	0.512

	Extraction Method: Principal Component Analysis. 
 Rotation Method: Varimax with Kaiser Normalization.

	a. Rotation converged in 5 iterations.


4.2.5 Reliability Analysis
The researcher used Cronbach’s alpha coefficients for reliability testing. The results of this test are shown in table 4 below. 

Table 4 Reliability Analysis

	Variable
	Cronbach’s Alpha
	Acceptable?

	County Government Structures
	0.808
	Yes

	County Government Systems
	0.794
	Yes

	Employee Characteristics
	0.891
	Yes


As evident above, all values of the Cronbach’s alpha were greater than 0.7 and therefore the level of internal consistency in the document was acceptable. 

4.9 Inferential Analysis  
To compute the strength between dependent variable and the independent variables the researcher conducted several forms of inferential analysis on the study data. In particular, he calculated the study’s coefficient of determination, conducted an Analysis of Variance (ANOVA), and conducted a multiple regression analysis. 

4.9.1 Coefficient of Determination

The coefficient of determination was computed to measure how well the study’s data was suited for the statistical model (regression analysis) that was used for main analysis. Table 5 below shows that the coefficient of determination (R2) was 0.690. This value of the R2 suggests a relatively goodness of fit of the study data to the OLS regression model. Essentially, 69% of variability in the level of absorption of development funds can be explained by variations in County Government Structures, County Government Systems, and Employee Characteristics. The remaining 30% of variability can be attributed to other factors which were not included in the model. The literature provides several cues on such other factors that could impact Absorption of Development Funds in devolved units. Gregory et al (2014) for instance states that countrywide policies such as new legislation by the national government on management of public funds might have an impact on the level of Absorption of Development Funds. Additionally, Mwangi (2013) posits that cyclical events, such as general elections, could have an impact on the rate of implementation of development projects by incumbent governments. 
Table 5 Coefficient of Determination

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.831a
	.690
	.667
	.20397

	a. Predictors: (Constant), Employee Characteristics, County Government Structures, County Government Systems


4.9.2 Analysis of Variance

In testing the significance of the overall model, the study used the ANOVA F - Test. From table 6, we can see that the ANOVA F – Test has a p-value of 0.000. This implies that the model is statistically significant in estimating the effect of County Government Structures, County Government Systems, and Employee Characteristics on the Level of Absorption of Development Funds at the county level. 

Table 6 Analysis of Variance

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	3.711
	3
	1.237
	29.733
	.000b

	
	Residual
	1.664
	40
	.042
	
	

	
	Total
	5.375
	43
	
	
	

	a. Dependent Variable: Level of Absorption of Development Funds

	b. Predictors: (Constant), Employee Characteristics, County Government Structures, County Government Systems


4.9.3 Regression Analysis 

Multiple regression analysis was conducted to determine the relationship between Absorption of Development Funds and the three independent variables. The results are presented in table 7 below. 

Table 7 Regression Analysis 

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	(Constant)
	.910
	.374
	
	2.436
	.019

	County Government Structures
	.313
	.069
	.465
	4.513
	.000

	County Government Systems
	.188
	.091
	.220
	2.058
	.046

	Employee Characteristics
	.492
	.152
	.342
	3.239
	.002

	a. Dependent Variable: Level of Absorption of Development Funds


The regression coefficients table above has established that taking all independent variables (County Government Structures, County Government Systems, and Employee Characteristics) to be constant at zero, the level of absorption of development funds will be 0.910. The findings also show that a unit improvement in County Government Structures will lead to a 0.313 increase in absorption of development funds; a unit improvement in County Government Systems will lead to a 0.188 increase in absorption of development funds; and a unit improvement in Employee Characteristics will lead to a 0.492 increase in absorption of development funds. This posits that Employee Characteristics have the highest influence of the level of absorption of development funds.  These are followed by County Government Structures, while the County Government Systems have the least impact on the level of absorption of development funds.
5.0 Conclusion and Recommendations
5.3 Conclusion

This study validated the link between county government structures, county government systems, and county employee characteristics and absorption of county development funds all the independent variables were found to have a positive and significant relationship with absorption of county development funds: Employee characteristics were found to have the largest effect on absorption of county development funds, followed by county government structures, and finally county government systems. 
5.4 Recommendations

Based on the specific objectives of the study, the study recommends that administrative structures to ensure implementation of budgeted projects and delivery of other public services should be established in all counties, e.g. through county legislative actions, and their provisions should be enforced.  Further, there should be clarity of who are the persons with overall responsibility for project implementation to improve accountability and ownership of projects. The study also recommends that punitive measures for laxity and general poor performance by county staff and contractors should be demarcate and enforced; and also strong checks and balances on the county executive should be enforced to ensure that development funds are fully absorbed into their budgeted projects.  
The study additionally recommends that monitoring & evaluation systems to keep track on the progress of implementation of county projects should be put in place. In addition, the national treasury should revitalize its oversight on the rate of absorption of national government disbursements to prevent cases of returning allocations that had been budgeted for development to the national treasury. Finally, county public service boards should pay keen attention on the skills on projects’ technical staff before making hire decisions to enhance the quality of finished projects. additionally, they should use advanced candidate evaluation tools (e.g. background checking, checking credit history, requesting for certificate of good conduct, checking tax compliance, and requesting for recommendations from previous employers) to appraise shortlisted candidates. This is to ensure that county staff have desirable qualities such as personal integrity. 
5.5 Recommendations for Further study    

This study investigated the factors influencing absorption of absorption of county development funds in Kenya. Three factors, i.e. county government structures, county government systems, and county employee characteristics were investigated. The study recommends that further research should be done on the influence of other factors, of macroeconomic factors, national government policies, and global factors on absorption of development funds at the county level. In addition, future researchers can widen the scope of this study and investigate the effect of national government structures, national government systems, and personal characteristics of national government employees on absorption of funds that have been allocated to the national government’s development projects.   
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