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Abstract 

This paper examines the budgetary practices in private and mission hospitals. The aim is to shed some 

light on the human behaviour including other activities during budgeting. This research was based on a 

survey of all private and mission hospitals in Nairobi. Two additional hospitals were included in the study 

from the environs. Budgeting reflects a conscious effort to plan for certain desirable results and controls 

to maximise the chances of achieving those results in a company. In a typical private sector, budgeting is 

a collective and closely coordinated exercise in which each activity is systematically related to the other 

since the sector is profit motivated. Future planning needs to recognize that sustainable health service 

provision cannot be achieved by the government health sector alone and active involvement of 

stakeholders is required. Typically, in the governmental sector, health services are financed primarily 

through the revenue collected from fees and insurance premiums charged to service users. The main 

contribution of this paper is to highlight the involvement of senior staff in the budget planning, problems 

faced during the budgeting process and the effectiveness of the budgeting process. In addition, it guides 

on possible solutions to problems faced by the organisations. 
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1 INTRODUCTION AND RESEARCH OBJECTIVE 

Budgeting is a vital tool in organisations for directing activities and employees' efforts toward 

the organisation's common objectives (Covaleski et al., 2003). Budgeted results (in terms of 

revenues, costs, or units of production) communicate to employees the organisation's 

expectations regarding their job performance, which is ultimately evaluated based on some 

comparison of actual versus budgeted results. 

The Financial Manager’s main functions are to plan for, obtain and use the funds to maximise 

the value of the firm. Indeed because of managers' close association with the budget and 

budgeting, characteristics of the organisation's budgetary system will influence their attitudes 

and behaviours (Kenis, 1979; Merchant, 1981; Covaleski et al., 2003). Budgets therefore 

occupy a leading place among the special tools of management employed to direct and control 

the affairs of large and multifarious organisations. They are used not only by governments, 

where budgeting had its origins, but in other public bodies, in industry and commerce and in 
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private families (Coates, 2002). A good financial plan must be backed by a financial control 

system for monitoring the situation, both to ensure that the plan is carried out properly and to 

facilitate rapid adjustments if economic and operating conditions change and require 

modifications to the plan. In certain types of organisations, the budgetary process usually starts 

at the organisational sub unit level where the various activities take place. It is the decision 

maker at the subunit level who has the relevant facts to effectively classify activities into 

various categories according to their importance. It is at this level, that projects and activities 

requiring attention and hence financial support can be identified. As Lewis (2005) says, “the 

basic reason for requiring estimates from subordinate officials is that higher officials do not 

have enough detailed information, time or specialized skills to prepare the plans themselves. 

This is perhaps the only point of convergence of the budgetary process in both private and 

public institutions (Lewis, 2005). 

A hospital is a kind of organisation where administrative control may be unsuitable (Mintzberg, 

1979) and where control by measurement may be extremely difficult to implement (Ouchi, 1979 

and 1980). However, the power of budgeting and budgetary control to give visibility and 

understanding of private hospitals faces an obstacle regarding the fact that the measuring of 

output and efficiency is very complicated (Ndiritu, 2007). This study has therefore targeted 

private and mission hospitals to survey the budgetary practices in the private healthcare sector. 

The health sector like any other sector in Kenya has experienced hard times in the last decade or 

so due to hard economic times facing the country and other forces such as change in 

technology, liberalization, expectation of patients, rising levels of poverty and poor 

infrastructure All these changes have made it difficult and very expensive to deliver health care 

in the country. 

The Kenya Policy Framework of 1994 identified several methods (taxation, user fees, donor 

funds and health insurance) which reflect the cost of service provision as well as the ability of 

the population to pay. Typically, in the non-governmental sector, health services are financed 

primarily through the revenue collected from fees and Insurance premiums charged to service 

users (Muga et. al, 2005). It is not only private patients that are treated in private hospitals, as 

managers are now reducing waiting lists by funding patients’ treatments in private health 

hospitals. Private Healthcare providers are sometimes the only means for the poor to access 

modern health care, as they are often closer than government facilities and, once costs such as 



lost working time, travel and unofficial user fees are taken into account, they are often cheaper 

than the public sector.  

The objective of the research was to examine the budgetary practices in private/ mission 

hospitals. 

The private and mission hospitals in focus will benefit from the documentation and analysis of 

the budgetary process and the problems faced therein, and how these challenges can be 

overcome. The policy makers will obtain knowledge of the financial sector dynamics and the 

responses that are appropriate; they will therefore obtain guidance from this study in designing 

appropriate policies that will regulate the industry.  

2 THEORETICAL BACKGROUND AND INFORMING LITERATURE 

Many projects are based on cost budget.  There is a tendency in the private sector not to 

properly estimate the true costs of running a project for fear of not getting the project funded 

adequately. The most common of the forgotten costs are the indirect or non-project costs Heller 

& Aghvelli (2005) argue that there is a tendency in some departments to under-estimate the true 

costs of running a project for fear of not getting the project funded.   

The primary concern during the budget implementation process is to ensure the fulfilment of the 

financial and economic aspects of the budget. The financial tasks include; spending the amounts 

for the purposes specified, minimizing savings and avoiding lapses or rush of expenditures 

during the end of the year. The economic tasks on the other hand are; ensuring that the physical 

targets of programmes and projects are achieved and the macro-economic aspects of the budget 

such as borrowing and deficit levels are also achieved. In managing budget implementation one 

of the key areas of focus is the revenue and expenditure flow pattern. 

In the course of budget implementation another key factor that has to be taken into account is 

the issue of cost increases (Cohen and Wheeler 2004). In most government programs and 

projects cost increases are the rule rather than the exception and cases of cost increases have 

been known to inflate project budgets by as high as 100 percent. These increases have to be 

anticipated and policies formulated to counteract them or provide for them as has been 

suggested by Premchand (2004) through creation of a contingency reserve. The phenomena of 



excess expenditure also critically affect budget implementation (Premchand, 2004). It may 

occur as a result of cost increase or as a consequence of poor management. Excess expenditures 

cause instability in the resource allocation process and are discouraged by many government, 

some even providing legislative restrictions. Schick (1999) observes that a country can have a 

sound budget and financial system and still fail to achieve its intended targets. This is because 

the rules of the game by which the budget is formulated and implemented are equally important 

and do influence outcomes (Schick 1999). 

With regard to being efficient, for instance, it is generally considered that the traditional 

budgeting process is very bureaucratic and protracted (Bunce and Fraser, 1997). In particular, it 

is claimed that budgets take up too much management time, often involving numerous revisions 

and substantial delays (Fanning, 1999). Significant concerns regarding the apparent 

ineffectiveness of traditional budgets include: that typically such budgets encourage parochial 

behaviour, reinforcing departmental barriers while hindering flexibility, responsiveness and 

knowledge sharing; that they are seen as a rigid commitment, constraining management to out-

of-date assumptions while inhibiting both management initiative and the pursuit of continuous 

improvement; that they strengthen the traditional vertical chain of command rather than 

empowering the people on the organisation’s front line; and that they emphasize cost-

minimization rather than the maximizing of value (Hope and Fraser, 1997). Overall, it is 

considered that such budgeting systems often fail to give lasting improvement or generate 

congruent behaviour. Bunce and Fraser summarize the situation by concluding that the 

budgeting process is too rigid, too internally focused, adds too little value, takes too much 

management time, and encourages the wrong managerial behaviour (Bunce and Fraser, 1997). 

In recent times, though, budgets have also been utilized to support such important management 

functions as communicating and determining corporate goals and objectives, allocating 

resources and appraising performance functions for which the budgetary control system was 

never designed, and for which it is not at all well suited (Bunce and Fraser, 1997). It is perhaps 

not surprising then that the traditional budgeting system is considered to be “out of sync” with 

the needs of organisations in the information age and that a new approach to achieving 

management’s purposes for budgeting is needed (Hope and Hope, 1997). 



Budget participation has always received a considerable interest among researchers. There are 

conflicting findings on the significance of participative budgeting. Cherrington and Cherrington 

(1973) reported negative relationship between budget participation and performance. On the 

other hand, Merchant (1987) and Brownell (1982) reported a positive relationship. Furthermore, 

Cress and Pettijohn (1985) surveyed 219 publicly traded US companies and found that in 79 

percent of the companies surveyed, lower level managers have a significant role in both the 

initial and revision stages of budget preparation. Shields and Young (1993) found that 

participative budgeting is used more frequently when lower level managers have more 

knowledge than central management and also when part of the manager’s remuneration package 

is linked to budget performance. Additionally, Mufti and Lyne (1997) found that the degree of 

budget participation is more in large size firms than smaller firms. Milani (1975) provided 

evidence that participation in budgeting increases acceptance and motivation as well as it makes 

the budgeter to a greater extent feel responsible for the organisation goals. Similarly, Horngren 

et al (1998) state that, the effectiveness of any budgeting system depends directly on whether 

the affected managers and employees understand and accept the budget (Horngren et al, 1998). 

Rewards are productivity-boosting (behavioural management) techniques that are intended to 

provide positive motivation. This is based on the idea that a behaviour leading to a positive 

consequence (reward) tends to be repeated. By providing the right rewards one can change a 

person’s behaviour. Participation of employees in the process of budget preparation also 

motivates them to achieve budget goals. Srinivasan (1987) posits that budgets should be used to 

motivate subordinates to increase their output and efficiency by encouraging their participation 

during budget preparation. Hopwood’s (1972) study contains ample evidence that the 

association of extrinsic rewards with budgetary achievement is a powerful means to motivate 

managers. Bails and Asada (1991) in their study found that bonus and promotion or new 

assignments are positively correlated with budget performance, while salary is not. 

Budgeting sets clear financial goals for the organisation. Webster (2001) indicates that 

budgeting provides a basis for judging the financial performance of the organisation (Webster, 

2001). Feedback is an important role of budgeting for attaining the expected quality and 

standards in planning, control and leadership and staffing. According to Cook (1968), feedback 

is generally positively associated with budget performance. Feedback focuses on the extent to 



which employees have achieved expected levels of work during a specified time period. 

Budgets being a standard for performance are also used to evaluate managerial performance 

(Srinivasan, 1987). Similarly, Douglas (1994) used a case study approach and found that 

budgeting places a high importance on the budget-to-actual comparison for performance 

evaluation purposes both at the corporate and the subsidiary levels. Anderson (1993) also 

supported this view, stating that in most US companies the development of budget is still used 

as the main performance measurement system. Weisenfeld and Tyson (1990), in a sample of 68 

US managers from two companies, found that budgeting and variance analysis can be positive 

tools, if the accounting information/communication process is functioning appropriately. A total 

of 90 percent of the respondents indicated that variances were a good way to measure their 

performance. All of them agreed that variance reports positively influenced them to improve 

performance and increase their bonuses. 

A study by Joye and Blayney (1990) found that budget variances were used by 93 percent of 

respondents for setting goals and evaluating performance by Australian firms. Guilding et al. 

(1998) found that accountants in New Zealand and the United Kingdom tend to see variances 

from budget as being important, and performance appraisal was based mainly on budget 

achievement. In a recent survey of 250 respondents in the US, Blansfield (2002) found that only 

14 percent of companies have a fully integrated planning process that combines long term and 

operational planning, performance measures and reporting. The survey further underscored the 

fact that financial executives still struggle with the need to synthesize financial and non-

financial data and performance measurements in a single system in which they can also perform 

planning, budgeting, forecasting, financial consolidation, reporting and analysis in real time. 

Horngren et al (1999) concur that budgeting provides expectations that are the best framework 

for judging subsequent performance. 

Two key factors influence budgeting process namely, the level of local revenues collected and 

the availability of external resources to bridge the gap occasioned by shortfall in revenues. 

When revenues fall short of the projected level then budget implementation is affected to the 

extent that the expenditures have to be reduced and some projects and programmes postponed 

altogether. External resources in the form of loans and grants are also factored into the budget 

following commitment by donors. The funds may however not be available at all as may be 



released late into the financial year as the budgeted amount may be reduced or a result of some 

donor refusing to release funds as result of the non-fulfilment of donor conditions (Pollitt & 

Bouckaert, 2004).  

Over the past sixty years, attempts to resolve the basic budgeting problem have been made. 

Initially, attention focused on the application of economics in the design of methods which 

could guide policy makers by defining the basis – the guiding principles and criteria – for 

allocation decisions. Subsequently, attempts were made to arrive at a better understanding of 

budgeting behaviour and institutional dynamics, identifying how – the process by which – 

resource allocation decisions are and should be made (Musgrave, 1999). 

Today’s budget governance structures are essentially the same as those introduced in the late 

19th and early 20th centuries when modern budgeting systems were first established. Similarly, 

the analytical methods and process proposed by rationalists in the 1960s continue to be used 

today. Indeed, the rationalist approach is still the prevailing paradigm for policy makers. 

Consequently, an understanding of the various approaches to the budget problem continues to 

be relevant today, even where the validity of these approaches has subsequently been 

questioned, and research on these approaches is still ongoing (Musgrave, 1999). 

In developing countries, separate budgets for current and capital spending were widespread in 

the past, but this has become increasingly less common. When investment budgets are partly or 

fully separated from operational budgets, coordination between the different budget areas will 

suffer, and funding levels will be arbitrary and inconsistent (Trentin, 2004). 

In many countries, budget management focuses on crises and short term decisions. There is 

often little focus on the medium and long term implications of annual budgets, leading to under-

financing of the capital budget. Projects are often selected in order to send political signals, not 

to maximize benefits. A common argument for public and private investments is that “we need 

to show the public and private that something is happening”. Political cycles often lead to 

excessive emphasis on projects that can be realized quickly. There are no reasons to believe that 

projects that are very visible, or can be implemented quickly, should be particularly beneficial. 

On the contrary, effective project development, analysis and implementation tend to be quite 

time-consuming (Manyarkiy, 2006). 



Many countries have difficulties in establishing credible and realistic budget envelopes for 

public and private investments. Uncertainty about whether investment funds will be available 

undermines ministries’ incentives to prepare high-quality project proposals.  

Although companies institute budgeting formats in different ways, all companies benefit from 

its use, and budgeting functions perform an important mechanism in a firm's organisational 

architecture-corporate and business success depends on it (Fruitticher L. & Stroud N., 2005). 

The above literature review sheds light on the use of budgets as a planning, monitoring and 

control tool. However, these studies were mainly confined to advanced countries, and very 

limited evidence is available on budgetary practices in developing countries. Ambetsa (2004) 

recommends that further research be done on budgeting and human behaviour in Kenya. The 

study intends to highlight aspects of human behaviour in terms of participative budgeting and 

therefore, contribute to filling that gap in knowledge of private hospitals in Kenya. 

3 METHODOLOGY 

3.1 KEY CONSTRUCTS 

The research was a descriptive survey aimed at examining the budgetary practices in private 

hospitals in Kenya. A descriptive study is concerned with finding out the what, where and how 

of a phenomenon. Descriptive surveys are used to develop a snapshot of a particular 

phenomenon of interest since they usually involve large samples. The focus of descriptive 

research is the careful mapping out of circumstances, situation or set of events to describe what 

is happening or what happened. It can be used when the purpose is to: describe the 

characteristics of certain items, estimate proportions of people who behave in certain ways and 

make specific predictions.  

 

3.2 POPULATION OF STUDY 

The population of interest in this study is all private and mission hospitals in Nairobi.  The 

Kenya Medical Directory 2005 indicates that there are 58 private/mission hospitals of all sizes 

in Nairobi. The National Health Sector Strategic plan, classifies hospitals into three categories 

using the number of beds namely: large (over 50 beds), medium (26- 50 beds) and small (1- 25 



beds). In this study, a census of all hospitals in Nairobi and two other large hospitals from the 

environs were targeted giving a total of 60 hospitals. A questionnaire was given per hospital and 

therefore targeted to have an estimated 60 respondents making it easier to get adequate and 

accurate information necessary for the research. Secondary data sources were employed through 

the use of previous documents or materials to supplement the data received from questionnaires 

and information from interviews. From the study of 60 questionnaires administered, a 

population of 42 respondents' filled and returned the questionnaires correctly.  

3.3 RELIABILITY AND VALIDITY ANALYSIS 

Validity is the degree by which the sample of test items represents the content the test is 

designed to measure. Content validity which is employed by this study is a measure of the 

degree to which data collected using a particular instrument represents a specific domain or 

content of a particular concept. Mugenda and Mugenda (1999) contend that the usual procedure 

in assessing the content validity of a measure is to use a professional or expert in a particular 

field. To establish the validity of the research instrument opinions of experts in the field of 

study especially the supervisor and lecturers facilitating the necessary revision and modification 

of the research instrument. 

Reliability refers to the consistency of measurement and is frequently assessed using the test–

retest reliability method. Reliability was increased by including many similar items on a 

measure, by testing a diverse sample of individuals and by using uniform testing procedures. 

Reliability of the research instrument was enhanced through a pilot study that was done on two 

private hospitals in Nairobi allowing pre-testing of the research instrument. The pilot data was 

included in the actual study.  

4 BUDGETARY PRACTICES IN PRIVATE/MISSION HOSPITALS 

4.1 GENERAL INFORMATION 

4.1.1 Respondents’ Departments 

This section of study aimed at establishing the various departments that the respondents were 

attached. The table 1 shows the results. 



Table 1: Respondents’ Departments 

 Frequency Percent 

Accounts and finance 16 40 

Human resource 9 21 

Operations 12 29 

Procurement 5 12 

Total 42 100 

Data portrayed shows that majority of the respondents were from the accounts and finance 

departments comprising of 40 percent and this was closely followed by respondents from 

operations department who consisted of 29 percent.  Up to 21 percent were from the human 

resource department while only 12 percent were from the procurement department. 

4.1.2 Number of years at the current position. 

In this area of study, the aim was to establish the number of years that the respondents had 

worked at their current positions. This is represented in figure 1. 

Figure 1: Number of years at current position 

 

The figure above shows that most of the respondents had worked in their current positions for a 

period of 11 to 15 years (57 percent) while 33 percent had worked for a period of  6 to 10 years. 

Only 10 percent had worked for a period of 0 to 5 years. 

4.1.3 Total bed capacity 

The aim of the study in this section was to establish the total number of beds at the hospitals. 

This is as shown in the figure below. 



Figure 2: Total bed capacity 

 

Out of the hospitals surveyed, 43 percent were small (1-25 beds), 21 percent were medium (26-

50 beds) and 36 percent were large (over 50 beds). 

4.2 BUDGET PLANNING 

4.2.1 Budget Plan 

This section aimed at establishing the various respondents' views on issues of budgets. In this 

area of study, the aim was to determine the length of time period that the budget plan covered. 

All respondents cited a period of 7 to 12 months. The study proceeded to inquire whether the 

respondents were involved in budget planning. 



Table 2: Involved in budget planning * Years have worked 

   Years worked  Total 

  0 to 5 6 to 10 11 to 15  

Involved in budget Yes 4 11 24 39 

 No 0 3 0 3 

Total  4 14 24 42 

Data presented in table 2 above shows that most of the respondents who had worked for longer 

periods (24 out of 42) were involved in budget planning while those respondents who had 

worked for a period of  6 to 10 years consisted of 11out of 42. Only 3 respondents who had 

worked for a period of 6 to 10 years cited having not been involved in budget planning. 

4.2.2 Budget committee. 

This area sought to establish whether there existed a budget committee in the hospitals. 

Surprisingly, all respondents cited that there existed a budget committee in their hospitals. The 

study proceeded to establish the members of the budget committees. The results are shown in 

figure 3 below. 

Figure 3: Budget Committee 

 

Results in the figure above shows that majority of the budget committee members were 

accounts and finance members consisting of 79 percent, while 11 percent of the respondents' 

cited the budget committees consisted of accounts, finance and operations members. Only eight 

percent cited operations as members that were involved in the budget committee. 



4.2.3 Level of agreement on budget planning 

This area of study aimed at establishing the level of agreement from the respondents' on the 

view that all senior staff participated in budget planning. 

Table 3: Level of agreement on budget planning 

 Frequency Percent 

Agree 36 86 

Neutral 3 7 

No comment 3 7 

Total 42 100 

Data presented above shows that most of the respondents agreed that all senior staff participated 

in budget planning, comprising of eighty six percent, while seven percent were neutral and 

seven percent gave no comment on the same. 

4.2.4 Organisation preparation of budgets 

In this section of study, the aim was to identify the various budgets that were prepared by the 

organisations. This is shown in the figure below. 

Table 4: Organisation preparation of budgets 

 Yes No No comment 

 Freq % Freq % Freq % 

Fixed budget 35 83 7 17 0 0 

Flex budget 16 38 15 36 11 26 

Variable budget 35 83 0 0 7 17 

Master budget 42 100 0 0 0  0 

 

The table above shows that all the organisations prepared master budgets as all respondents 

agreed, (100 percent) In addition, 83 percent also agreed that variable and foxed budgets were 

prepared at their hospitals. However 2 percent disagreed that flex budgets were not prepared at 

their institutions. 



4.2.5 Purpose of budgets 

This area of study aimed at identifying the various views from the respondents on the purpose 

of budgets. The results are as shown in Table 5 below. 

Table 5: Purpose of budgets 

Factor Mean Std deviation 

Predict the future 3.619048 0.660834 

Means of measuring performance targets 3.619048 0.491507 

Motivate employees to do better 3.642857 0.617684 

Communication across organisation 3.666667 0.477119 

Aid in coordination and control 3.785714 0.606297 

Fulfill financial and economic goals 3.833333 1.228059 

Mean1 = Strongly disagree 5= Strongly agree   

Data presented above shows that most of the respondents agreed that budgets fulfilled financial 

and economic goals as shown by a mean on 3.83 and this was Closely followed by the fact that 

budgets aided in coordination and control and this consisted of a mean of 3.78 with budget 

helping in communication across the organisation consisting of a mean of 3.66. The least 

chosen factor was purpose of budget was to predict the future consisting of a mean of 3.619.  

4.2.6 Person who makes final decision on the budget proposals 

This section of study was aimed at establishing the person who was responsible for making the 

final decision on the budget proposals. The figure below shows the results. 

Figure 4: Person who makes final decision on the budget proposals 

 



Data portrayed above shows that majority of the respondents cited the managing director as the 

person who was responsible for making the final decision on budget proposals comprising of 81 

percent while 12 percent cited accounts and finance departments. Only seven percent cited the 

budget committee as the one responsible for making the final decision on budget proposals 

4.3 EFFECTIVENESS OF BUDGETING PROCESS 

(SD=Strongly disagree, D= Disagree, N= Neutral, A= Agree, SA=Strongly agree) 

4.3.1 Ensuring Effectiveness through budgets 

In this field of study, the study was aimed at identifying the various views on whether budgets 

ensured effectiveness and this was based on a Likert scale.  

Table 4.6: Ensuring Effectiveness through budgets 

 SD D N A SA Mean 

Flexibility 0 5 21 74 0 3.1667 

Responsiveness 0 0 62 38 0 3.6190 

Knowledge sharing 38 0 41 21 0 4.1667 

Continuous improvement 0 0 29 62 38 3.4762 

Cost minimization 0 0 86 14 0 3.8571 

Communicating corporate goals 0 0 57 21 21 4.0000 

                                                                                                                                                                                                                    

The table above shows that 38 percent of the respondents of the respondents strongly agreed 

that prepared budgets ensured effectiveness in continuous improvement while 21 percent also 

strongly agreed that it ensured effectiveness through communication of corporate goals. In 

addition, 38 percent disagreed that prepared budgets ensured knowledge sharing while 62 

percent were neutral that it ensured responsiveness. 

4.3.2 Modifications of budgets after being drawn 

The study proceeded to establish whether the prepared budgets were later modified after being 

drawn. 



Figure 5: Modifications of budgets after being drawn 

 

Results from the figure above shows that majority of the respondents agreed that the budgets 

were modified after being drawn while only eight percent disagreed. However 49 percent gave 

no comment on the same. 

4.3.3 Stages of budget planning 

In this area of study the intention was to determine the various stages that were involved in the 

budget planning process. This is as shown in the table below. 

Table 7: Stages of budget planning 

Stages Mean Std. Deviation 

Establishing objectives 2.785714 1.137728 

Respond to divergences from plan 3.214286 0.842057 

Monitor actual results 3.261905 0.586828 

Implement long term plan in form of annual budget 3.428571 1.015558 

Evaluate alternative strategic options 3.571429 0.703401 

Identify potential courses of action 3.952381 0.21554 

Data from the table above shows that majority of the respondents agreed that their institutions 

identified potential courses of action as a  stage of budget planning as shown by a mean of 3.95, 

and this was closely followed by evaluation of alternative strategic options which comprised a 

mean of 3.57. The least agreed upon stage of budget planning was establishing objectives which 

comprised a mean of 2.78. 



4.3.4 Stages of budget planning that took the longest time and Reason 

The study proceeded to determine the stage of budget planning that took the longest time, 

according to the respondents. Most of them cited implementing longer term plans in form of 

annual budgets. The respondents gave reasons to this as that it took long time to implement and 

that it consumed a lot of resources. 

4.4 PROBLEMS OF BUDGETING 

4.4.1 Major Problems of Budgeting 

This area of study aimed at establishing the various problems of budgeting. The table below 

shows the results. 

Table 8: Problems of budgeting 

Problems SD D N A SA Mean 

Resistance from donors and or lenders to integrate 

grant and loan funds in budget 

0 28 44 28 0 

3.153846 

Uncertainty about funds availability 0 31 18 52 0 2.871795 

Inappropriate allocation decisions 10 21 23 46 0 2.820513 

Unrealistic cost estimates 0 29 5 60 1 2.74359 

Macro economic uncertainties 31 8 23 39 0 2.538462 

Data from the table above shows that majority of the respondents (60 percent) agreed that 

unrealistic cost estimates was a major problem faced by the organisation. In addition, 52 percent 

also agreed that uncertainty about funds availability was also a problem of budgeting. The least 

cited problems of budgeting were macroeconomic uncertainties that were strongly disagreed by 

31 percent of the respondents. 

4.4.2 Possible solutions to major budgeting problems 

In this area of study, the aim was to establish the various views from the respondents on the 

major budgeting problems that faced their organisations. 



Table 9: Possible solutions to major budgeting problems 

Solutions Mean Std deviation 

Better understanding of budgeting behaviour and 

institutional dynamics 3.761905 0.431081 

Develop strong financial integration with performance 

management 3.714286 0.596155 

Appropriate timing of the financial plan 3.714286 0.863507 

Credit benefit cost analysis 3.714286 0.596155 

Increased focus on medium and longer term 3.571429 0.630248 

Quarterly revision of financial plan to redirect 

resources at frequent intervals 3.452381 0.632547 

Better engagement between organisational leaders, 

managers and finance staff 3.051282 0.223456 

Data presented in the table above shows that most of the respondents agreed that the best 

solution to major budgeting problems was better understanding of budgeting behaviour and 

institutional dynamics with a mean of 3.7619, followed closely by developing strong financial 

integration with performance management which comprised a mean of 3.714.The least chosen 

solution to budgeting problems according to the respondents was better engagement between 

organisational leaders, managers and finance staff which comprised of a mean of 3.0512. 

 5 SUMMARY AND CONCLUSIONS  

Majority of the respondents were from the accounts and finance departments comprising 40 

percent and was closely followed by respondents from operations department who consisted of 

29 percent. The study found that most of the respondents had worked in their current positions 

for a period of 11 to 15 years (57 percent) while 33 percent had worked for a period of 6 to 10 

years. Only 10 percent had worked for a period of 0 to 5 years. It was established that the length 

of time period that the budget plan covered was 7 to 12 months. On the issues of number of 

years at the budget committees, 24 out of 42 respondents who had worked for longer periods 

while 11out of 42 respondents who had worked for a period of 6 to 10 years had been involved 

in budget planning. In addition, majority of the budget committee members were accounts and 

finance members consisting of 79 percent, while 11 percent of the respondents' cited the budget 



committees consisted of accounts members. A total of 36 out of 42 (86 percent) respondents 

agreed that all senior staff participated in budget planning, while seven percent disagreed and 

another seven percent were neutral on the same. 

The study ascertains that all organisations prepared master budgets. Most of the respondents 

agreed that budgets fulfilled financial and economic goals as shown by a mean on 3.83 which 

was closely followed by the fact that budgets aided in coordination and control with a mean of 

3.78 and budget helping in communication across the organisation having a mean of 3.66. It 

was established that 81 percent of the respondents cited the managing director as the person 

responsible for making the final decision on the budget proposals while 12 percent cited 

accounts and finance departments. 

Majority of the respondents (38 percent) strongly agreed that prepared budgets ensured 

effectiveness in continuous improvement while 21 percent also strongly agreed that it ensured 

effectiveness through communication of corporate goals. In addition, the respondents agreed 

that the budgets were modified after being drawn apart from only eight percent who disagreed. 

On the aspect of stages of budget planning, the study found that majority of the respondents 

agreed that their institutions identified potential courses of action as a stage of budget planning 

as was shown by a mean of 3.95, and this was closely followed by evaluation of alternative 

strategic options which comprised a mean of 3.5 

The study also geared on the issue of problems of budgeting and found that majority of the 

respondents (60 percent) agreed that unrealistic cost estimates was a major problem faced by the 

organisation. In addition, 52 percent also agreed that uncertainty about funds availability was 

also a problem of budgeting. Most of the respondents agreed that the best solution to major 

budgeting problems was better understanding of budgeting behaviour and institutional dynamics 

with a mean of 3.7619, followed closely by developing strong financial integration with 

performance management which comprised a mean of 3.714. 

The study concludes that most of the hospitals budget committee members consisted of 

accounts and finance individuals. Other departments such as Human resource management, 

procurement and marketing were not much involved in the budget committee. The final 

decision on budget proposal was made by the managing director of the institutions while other 

departments and sectors such as board of directors were left out in the process. It was noted that 



majority of the hospitals did not follow the establishment of objectives and evaluation of 

alternative strategic plans as stages of budget planning. In addition, most hospitals were faced 

with macro economic uncertainties and unrealistic cost estimates as problems of budgeting. 

From the summary and conclusions, the study recommends that for effective budgetary 

planning, all departments need to be involved in the budget committee. The complexities 

involved in preparing the budget and implementing the budgetary control system are many. 

Management has to put in an effort to ensure that the basic objectives of budgeting are 

achieved. As discussed earlier, a joint effort on the part of all departmental heads is required in 

preparing the budget. Management must provide an opportunity to all department members to 

participate in deciding goals and objectives, setting priorities, developing future action plans 

and formulating general and specific policies. In addition, the study recommends that for 

effectiveness of the budgeting process, modifications are necessary after the budgets are drawn 

in order to include areas that may have been left out. In addition, all stages of budgeting 

planning need to be followed. 

The study also recommends that in order to overcome problems of budgeting, institutions need 

to develop strong financial integration with performance management and also have appropriate 

timing of the financial plan. There can be many problems with budgets but by recognizing the 

potential problems early institutions can save themselves and businesses from a lot of grief and 

potential bankruptcy. Recognizing what the problems are and why they happened can help 

institutions get back on track financially. 

A number of limitations were recognised in the study. Firstly, it was difficult to obtain 

information from some relevant officers even with fixed appointments. Secondly, some 

institutions out rightly refused to participate in the study citing reasons such as, requests for 

information was consuming a lot of their officers’ time. 

From the study, the researcher suggests that further research should also be conducted in other 

types of organisations such as those in the private sector and other finance related institutions, 

firstly to establish the effect of the budget planning and the problems encountered. Secondly, 

further research is necessary to find out the relation between budgeting and performance 

evaluation. Thirdly, more insight would be useful in terms of the human behaviour in other 

sectors and also throughout the country. 
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