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ABSTRACT
This study aimed at investigating the financial management practices in the tertiary
training institutions. The study evaluated both operational and long-term factors affecting
efficient financial management activities ill the tertiary training institutions. The financial
management practices in the-tertiary training institutions may create hindrances or be
contributors of good performance.

The main purpose of this research was to find out whether or not the tertiary training
institutions have wen established flnaneial policies for enabling efficient and effective
financial management practices. It also found out what challenges, if any, face the
financial management practices. The management practices investigated are internal and
also external to the specific institutions because financing Education and Training
encompasses fmancial outlays by Central and Local Govemment, the private sector,
NGOs, households, communities and external partners. All these financiers impose
regulations. restrictions. guidelines and objectives which must be seen binding and
enforceable by all the stakeholders.

The study sought to identify characteristics of the financial activities in the institutions.
They have been analyzed into good and bad financial management practices based on
their quality. Financial resources are the driving force in any long-term investment. Many
times in the tertiary training institutions significant financial resources are found in very
liquid form and are used to purchase necessaries and sometimes urgent consumables,
paying of current debts especially to casual laborers and other expenses. Such liquid
financial resources form the solid ground on which survival and future development of
the tertiary training institutions are based. These areas have been thoroughly investigated
and all relevant data obtained. The study framework was audit and inspection, record-
keeping, corporate governance and financing the budgeted activities. The data collection
tools used included questionnaires, interviews and observations. Both primary and
secondary data were obtained in the flnancial management practices.

The researcher used descriptive research method to obtain and analyze the required data.
Financial management data were collected from the employees and other stakeholders.
This included Managers of the Institutions (BoG members, principals, deputy principals
and registrars), students and parents, TSC agents and government agents, departmental
heads (HoDs), sectional heads; accounts officers and other relevant persons. More
emphasis was given to the accounting and/or cash offices. At least 80 individuals were
approached. The qualitative and quantitative data were analyzed by use of descriptive
statistics so as to become meaningful to the users. The data from the study are in tables of
frequency distributions, graphs and analytical description. The study concluded that
tertiary training institutions have consumed a lot of resources in payment of salaries of
employees, infrastructural construction and educational development and training the
study also found that some of the statutory regulations are outdated. The study
recommends that inspection and auditing tertiary training institutions should be carried
out half yearly or even more frequently so as to curb financial mismanagement.
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DEFINITION OF TERMS

- Transacting business through internet and computers.

- Devi with electric circuits such as computers.

- A person, who 0 ganizes, manages and assumes the risks of a

business 0 enterprise. In this study, entrepreneurs are the

investors in 0 the 0 rs of tertiary training institutions.

Finanee .•Man gement of money, credit or loans.

Informatio - Useful data and knowledge acquired.

Liquid money - Bank notes, coins and near money instruments.

Management - Administering the control and handling of finance.

Near money instrumeuts - Commercial d uments representingcash e.g. cheque.

Policy - Plan of action adopted to stablish, run and check activities.

Quality - That pertaining to r 1 vant excellence and standards.

Service delivery - Performance of institution's activities towards satisfying

customer needs.

- Systematic application of ad anced skills in financial services

- Post-secondary school trai ling institutions.

- Systematic modifications ofbehaviou through learning, which

occurs as a result of education, instr ctions, development and

planned experience.

- Physical movement, of money from source to destinations.

- Degree to which the service/product satisfies a customer need.

Cash

ChaHeoJtes

Controls

Delivery

E-(,"OlJllneree

Electronte

Entrepreneur

Technology

Tertiary

Training

Transportation

Utility

- Liquid mo y in form of bank notes and coins only.

- Barrie s or conditio s that hinder efficiency in service delivery.

- Regulating, restraining, directing and limiting operations to curb

or check ills.

- Disbursement, transmission, carrying and transportation

measures.
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KEMU - Kenya Methodist University

I. T Information Teehnology
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I.C.s - Internal Control Systems

Ksh - Kenya Shillings

CF - Cash Flow

IAS - International Accounting! Auditing Standards.

D.C.F ~ Discounted Cash Flow.

IFRS - International Financial Reporting Standards

S.A.C.C.O. - Savings and Credit Co-operative Society

CEO - Chief Executive Officer.
C. B. K. - Central Bank of Kenya.

LMM - Liquid Money Management

T.S.C »Teachers Service Commission

MoE - Ministry of Education

MoST - Ministry of Science and Technology

MoES&T - Ministry of Education, Science and Technology
1"1VET eehnical, Industrial, Vocational and Entrepreneurship Training

DEBs - District Education Boards

KUCT - Kimathi University College of Technology.
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CHAPTER ONE

INTRODUCTION

1.0 BACKGROUND INFORMA nON

Kenya has, over the years, demonstrated its financial commitment to th development of

education and training through sustain all c tion of financial resources to the sector.

The government has sought assistance through several commissions of inquiry to try

solving the problem of controlling our s d cnditure of these financial resources.

Keech Report (2000) in the TIQET inquiry state that poor financial management has

contributed to increased costs and poor returns for the amount spent in education sector.

Ayot and Briggs (1992) on the economic of education tate that education is not seen by

most purchasers as a consumption good, but as an investment. The whole question of the

bene Its accruing from such an investment has been reviewed, and suggestions have been

made that state spending on education should be reduced, or its growth more strictly

controlled.

Bogonko (1992) states, that the most important yet disturbing snags to d cation are the

shortage offunds. Lack of finance has constantly been cited as the major stu bling block

in expanding all schools, technical education, university edu ation and teacher ducation

beyond certain limits. He shows the need to control both the capital and recurrent

expenditure in both public and the private institutions. Despite the substantial allocation

of resources and notable achievements attained, Bogonko (1992) says that 'not just any

education should be financed', Education should promo d ich cultural growth,

also satisfy manpower needs and stimulate job creation. This presupposes the need to _

well manage and control where and for what purpose to finance in the terti ary training

institutions.



Eshiwani (1993) stipulates that financial challenges relate to access, quality, relevance,

efficiency in the management practices. costing and financing of education, gender and

regional disparities, and teacher quality and teacher utilization. Eshiwani (1993)

emphasizes that the majo challenges of all these is in regard to financia! controls and

financial policy framework for allocating and utilizing effectively the scarce resources.

Otiende (1992) highlights, that Ndegwa Commission of Inquiry had suggested that a

clear system of close financial supervision b devised. It recommends that DEBs and

BoGs be established with a view to assuming progressive financial and managerial

responsibility. Bogonko (1992) stales that, there is no proper machinery to collect public

money and issue returns to the government in most schools.

Eshiwani (1993) elaborates on the student-aid policies which have been formulated to

help the masses pursue education as far as their interest and ability may take them. There

has been introduction of cost-sharing, bursary and loan schemes. Eshiwani (1993)

thereafter states that these schemes are rife with abuse which speaks volumes regarding

financial management practices.

With regard to financing skin training, Ay<Yt (1992) and Eshiwani (1993) both posit that

Kenya has National Polytechnics. Institutes Of ·100 t 1 •• ~ • ~'':' • •- •...
Colleges and Technical Training Institutes. The private sector operates many commercial

colleges that offer courses which auguement the curricular in these colleges particularly

in computers and non-technical areas of training.

According to Eshiwani (1993), the above institutions operate uacer me atlSp·:c,.,c~S-1)v,t.::.:-.-_...J

Ministry of Education and Ministry of Sci nee and Technology. The government

ministries operate institutions that provide specialized technical training. These include

institutions run by the Ministries of Home Affairs, Office of the President, Agriculture,

Health, Water Resources Management and Development, Roads and Public Works,

2



Labour and Human Resource Developm nt, among others. Overall, the management of

Technical, Industrial, Vocational and Entrepreneurial Training (TIVE1) institutions is

spread over ten ministries. This makes co-ordination of their financial activities and

maintenance of financial standards difficult as the supervision of most of these

institutions is left to individual ministries and parastatals that often lack the capacity to

assure quality and hig standards.

The Financial and Accouming Instructions for Educational Institutions (1991) by the

Ministry of Education, states that trainees, their sponsors and others pay for the vital

services in cash, cheques, and money 0 ders among other modes which need to be well-

recorded or documented. Some training institutions accept payment in liquid form (cash).

According to Pandy (2004), organizations that accumulate liquid assets that are more

risky to manage or handle may lead to reduced returns. Often this cash is needed as the

institutions obtain inputs from suppliers of labour and capital who in return need

immediate payment. The receipts and payments according to Pandy (2004) require a

stringent financial management 01' control system. Their control can be enhanced if

relevant updated financial controls and management information is availed.

According to McLaney (2006), financial management have the following objectives:

• To ensure that funds are spent on the purpose fur which they are intended.

• To make optimal use of the available funds. ~

r----~._L.' ssible for the authorities (in our case the head 0 i ,
district/provincial education officers and the Ministry of Education officials)

make an effective and speedy check on the rate of expenditure.

---J:'iinanci security. P-Qsea real difficul in managing both monetary and non-

monetary assets. Financial security measures according to Shapiro (2003) are expensive,

unique and more dynamic. There are many instances of losing cash-ill-transit or ill-

storage. In other instances, cash is lost due to misappropriation. by dishonest employees.

3



MiHichamp (2002) says financial records and near money instruments are at times altered

by obliterations, interlineations or destruction by unauthorized persons.

Millichamp (2002) argues that rules and regulations from local and central governing

bodies may be outdated or old and are no longer relevant. Some may be very strict and

hard to change making it difficult to operate efficient and effective financial management

policy. Koech (2000) elaborates that investigation by auditors is a norm in most

government schools, which enhances proper financial management in tertiary training

institutions. Koeeh (2000) says that government as a regulator needs to establish

guidelines to clarify the grey areas in financw management 1R mmginstitu int . The------.

control measures may include proper recording, certification of all agents auditing

financial assets, division and assignment of activities in financial management. creating

good financial procedures, good principles and traditions should be enhanced. This will

ensure accountability and responsibility among all the concerned parties.

Technological advancement according to Shapiro (2003) calls for electronic financial

controls where computerized financial operating systems are used. The institutions

should avoid, as much as possible, the use of liquid money and instead apply new

technology where handling of liquid money is minimized. Shapiro (2003) observes that

few tertiary training institutions and their employees have adequate computer knowledge

to access funds electronically. Such computer knowledge would greatly reduce risks

In the course of auditing the accounts of tertiary training institutions, the auditors have

constantly discovered cases of mismanagement of funds and utter disregard for

regulations governing the management of finances. Many principals/managers, cashiers.



accountants or bursars have been accused of theft. misplaccmentt misapplication, misuse

or even spending the institutional finances on personal expenses. Koec }It111:l.e

TIQET report state that poo financial management practice has contributed to increased

costs and poor returns for the amount spent. Ayot (1992) has categorically stated that

researches have been undertaken to see if better results could be obtained for the money

spent, or at least the same results produced at less cost.

Keech (2000) reports, that it is only in the educational institutions where annual turnover

of over 1() million shillings are managed by low qualified accounts clerks. Some

principals according to Keech (2000) have no idea of the most elementary sound

financial management practices. They also plan and implement expensive projects where

they misappropriate funds. The Keech (2000) argument is that the country may not be

spending too much on education but only using the available resources inefficiently.

Financial controls that are 100% effective 0 flawless are difficult to establish. The

Ftnancial Management Manual (2007), sets a uniform and sound financial management

policy for all tertiary training institutions. Establishing so nd financial management

practices is a complex problem because it requires authority, power, favourable

circumstances, techniques, adequate time and some valid financial reasons.

according to the Financia
good or bad. This has ultimately provided useful information or developing proper

financial management policies for all tertiary training institutions.



1.3 OBJECTIVESOF STUDY

The following objectives were formulated to the study:

I. To analyze good or bad finan ial management practices by audit and inspection.

ii. To dete niae how proper financial records arc maintained in the institutions.

iu. To identify the source of power or authority through corporate governance.

IV. To establish control of financing the budgeted activities in the institutions.

'V. To recommend on th best financial management practices in the institutions.

1.4 RESEARCHQUEST! NS
The study was guided by the following research questions.

i. Which charaete istics determine a good or bad financial management practice?

ii.. How are the financial management records maintained in the institutions?

iii. Where is authorization and power of the various financial activities obtained?

iv. How do you control finan ing of the budgeted activities in the institutions?

v, What ensures optimal finan ial management practices in the institutions?

1.5 SIGNIFICANCE OF THE STUDY

The study was expected to generate vital information useful to the institutional policy-

makers, employees, clients, affiliated financial institutions, research rs, government and

the society at large. The information obtained may be used to address difficulties or

challenges in identifying the best financial manag ment. It may enable the tertiary

training institutions to operate an efficient and effective financial management policy.

This reduces risks of loss and arbitrary decisions that could be made by the managers.

The policy-makers may use the research study in formulating the best policies and

procedures aimed at assisting or addressing the financial challenges and problems.

The information obtained will assist trainees and suppliers in understanding why various

roles and regulations should be followed in receiving and paying for services. This

reduces misunderstanding between institutional managers and other their clients.

6



Othe training service ro id rs such as high schools may also benefit from the

info mation obtained because their fmanci Iactivities may be similar to those of tertiary

training institutions. Th findings ar of much help to future researchers because it

stimulates areas of' further research.

1.6 LIMITATIONS OF THE STUDY

The r searcher experienced the following limitations:

a. The researche co ered a few ar as, persons, and activities of financial

management but ensured that all ecessary information was obtained.

b. The respondents withheld som information and at times were uneasy in

divulging some info marion concerning financial assets even when persuaded.

c. The researehe was not allow d to be part of the team managing liquid money due

to stringent rules and regulations in some institutions.

d. Unsatisfactory and irrelevant an e s featured where respondents were tired,

busy, untrained, inexperienced and lacked honesty.

e. Other environmental facto like inte al politics, regulations, legal, economic,

cultural, social and personal bias limited the convenience of the study.

1.7 SCOPE OF THE STUDY

The study covered tertiary aining institutions operating in Nyeri North and South

districts. The main activity studied was financial man gement, The tertiary training

institutions visited include Nyeri Technical Training Institute. Kenya Institute of

Management (KlM- Nyeri branch), Kimathi Unive sity Coli g ofTcchnology (JKUAT-

campus), Rware College of Accountancy, Kenya Methodist University (Nycri branch),

Nairobi University- Nyeri campus, Mountai I To College, Kenya Institute of

Professional Counselling amongst oth rs as shown in the ap end ices. The study obtained

information from the institutional managers () principals, departmental heads, sectional



heads, accountants or bursar and cash officers. Then government an

officers totalled to at least 80 persons approached,

1.8 ASSUMPTIONS OF THE STUDY
The study assumed that the tertiary training institution's financial matters were accessible

and provisive, It also assumed that respondent's jobs would not be threatened or put in

jeopardy after giving the necessary financial information. Personnel sought were

expected not to influence each other in attitude, involvement, past experiences and future

expec,tttions. The study was expected to be useful to all participants involved and the

stakeholders of the institutions by providing important financial information that may fill

some gaps. The financial management practices were expected to be many and varied,

but ultimately affected efficient service delivery in tertiary training institutions.

:-«i. •• ,"""'",..... ,~"-~ ~ ~ • .-.. ,- ""~~,."..-

""f..~...... ~" _ .•., -::'I!f
• ~ - w"'~

__ .,.._ ~ •• L •••.• ~

g



CIIAPTE TWO

LITERATURE REVIEW

2.0}NT 0 UCTIO

The Ministry ofEduc tion issued a Financial Management Manual (2007), and an earlier

one called Financial and Accounting Instructions for Educational Institutions in 1991.

These docum nts clearly stipulate the practices and hierarchy of authority in management

of finances in s hools. Eshiw ni (l993) says that heads of the institutions are personally

answerable to their Boards, P.T.A, to the Ministry of Education and indeed to the general

public, fo all e enditur ising from don tions or grant-in-aid, contributions, school

fund, caution money, fees, harambee money and all other revenues accruing to the

training institutions.

The Koech Report (2000) states tha4 Finanoe ursar w

institutions. Financial Management Manual (2007). show~that the ftnnn o c /bursar
will undertake the administration and accounting of all finances of the institution but it is

the duty of the head of the institution to control the ex nditure. All local purchase orders

must be signed by the Finance Office /Burser and authorized by the secretary to the

Board of Governors who must ensure that funds are available to meet such purchase

before signing any local purchase/service order.

Financial Management Manual (2007) also ensures that financial resources allocated to

the TlVET (Technical, Industrial, Vocational and Entrepreneurial Training) are used for

the intended purposes efficiently, effectively and economically. Keech ( 000) suggests

that the gove nment had to strengthen and streamlin financial management practices in

TIVET institutions in Kenya. The FInancial Management Manual (2007), continues to

show the financial management information i th at: as of planning and budgeting,

receiving, spending and recording, and reporting. It stat s that auditors, technical quality

9
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assurance and accreditation offi , technical education officers and other stakeholders

are now equipped with information and tools for evaluating the implementation of the

generally accepted and laid down financial policies and regulations in educational

institutions.

2.1A S E 0 OLICIES
Millichamp (2002) states, that auditing should be a thorough investigation of all

accounting p oeedures in an organization. Koech (2000) in the TIQET report

recommends stre igilt nin of monitoring and supervision of the management of funds in

schools tl ough annual -audits and impromptu audit inspection exercises, to ensure

efficiency and cost effectiveness in the use of resources. The Education ACT Cap.Zl l

(1980) is th main policy document that every tertiary training institution uses as a

guideline in the manage ent of financial sources. The document states that the minister

shall appoint officers with authority to enter and inspect any school, or any place at which

it is reasonably suspected that a school financial matter is being conducted, at any time,

with or without notice, and to report to him with respect 10 the school or any aspect

thereof.

The Act Cap 211 (1980) states that offi rs shall ins t or audit the accounts of the

school or advise the manager/principal of the school on the maintenance of accounting

records, and may temporarily r move any books or records for the purpose of inspection

or audit. When requested by an officer/auditor, the principal of the school shall place at

the disposal of the officer/auditor all the facilities, records, accounts, notebooks,

examination scripts and other materials belonging to the hool that th officer may

reasonably require for the purpose of the inspection of the school or audit of accounts.

Kamunge (1988) reports, that government supe ises and insp cts its own vocational ant

technical institutions as well as those in the private sector. However, in oth government

and state institutions offering tailo -made training programmes, there is no unified system



of providing such supervision and inspection. Kamunge (1988) also states that the

technical and vocational inspectors are inadequate. These personnel have recently been

increased in the year 2008.

Aceo ding to Education Act (1980), an officer inspecting a school under the Act shall

have special reg d to the maintenance of educational standards and to compliance with

any regulations made. According to the Accounting Manual (2007), "School" includes

buildings used in connection with the school such as workshops, dormitories, kitchens,

senatorial, hostels, ancillary buildings and any other buildings on the site of the school.

The Education Act cap.Zl I (1980) stipulates that the annual account of institutions are

required to be audited by the Audit Unit of the respective ministry or in special cases, by

an approved firm of accountants as di ected by the Permanent Secretary for Education.

Millichamp (2002) suggests the audited accounts to be submitted to the stakeholders

through the accounting officers i.e. P man nt ry by 31 st M h of the following

year. Heads of the institutions are required to submit their books of accounts and

financial statements and any other document to their District/Provincial Education

Office by 31st January of the ensuing year.

NB: The objective of the audit, although it includes the examination of cash transactions,

has as its ultimate aim the ve .fication of the financial position as disclosed by the

Balance Sheet and Income and Expenditure Account ofthe institution.

Privatizing school a dit and ins to: Sande Olo ho(2006) carried out a research and

reported some views held by many people garding inspection of schools. In The

Education Watch - Vol. 016, 2006, h p oposes a dramatic shift in the whole quality

assurance process. Even with the changing of the title of school inspectors to Quality

Assurance Officers, the inefficiencies of yo e still p rsist. With academic standards in

11



most of our schools still on a downward spiral, the school inspection process seems

helpless to halt the trend.

Olocho (2006) says the Ministry of Education changed the name of school inspectors to

Quality Assurance Officers (QASOs) ostensibly to inculcate the qualitative dimension in

the process. The onus of ensuring financing a qualitative education is the mandate of

these officers. TSC (2007) in the t achers' image says that they hold seminars and

wo kshops for new headteachers. Quality has more to do with inspection, and it is the

QASOs who are supposed to establish financial controls to ensure quality of the

educatio delivery system. In auditing, Millichamp (2002), states that when we refer to

quality, we mean that pertaining to excellence and high standards. Financial relevance

assumes a symbiotic relationship with quality as well.

The government should seriously consider investing in those systems that will ensure

quality education and where applicable, enhance that quality. Privatizing the inspectorate

is one sure way of doing this. Kenya will not be the pioneer in this area; there are other

pla es where it is already wo king very well. The school inspectorate services should be

very much what auditing is in accounting circles.

School inspection needs a n w face. Millichamp (2002) elaborates that inspection is not

about looking for mistakes, but rather it should be intended to focus on diagnostic and

interventions. To ensur that all teache s are brought to account for their actions without

politicizing or personalizing issu S, Olocho (2002) suggests that it would be ideal to

privatize inspectoral/quality assu ance systems. The Ministry of Education is so bloated

with roles and duties and runs as one rogue secretive monopoly. The initial steps to

departmentalize and delegate roles and duties of the Chief Inspector (Now Quality

Assurance Director) and Director of Education (Now Educ tion Secretary) have brought

a draught of freshness to the Ministry.

12



The current numbers of inspectors in the country grossly inadequate according to

Koech (1999) and need a boast. According to th mi istry's own statistics, the country

has a shortfall of QASOs. Th M' istry of Education has tried some stop-gap measures to

improve the inspection process. ecently, it brought ot bikes in a hopeless bide to

improve the QASO's mobility and ho fully, efficiency. Ho ver, it is the whole

structure that is defective and a move li e this is a cas - of th i g go d money after

bad. The private inspectors, if accepted, 01 I 0 (2006) states that they will work as

follows:

1. The interested agencies and consultancies will be sought.

2. The interested agencies will bid for the inspe tion jobs all over the country.

3. The bidding agency will s iCythe eglon or area it is going to cover.

4. The selected agencies will then sign up tt6 month te minal contract with The Ministry

of Education to lay down the procedures and erit ia of th MoE. The contract would

run from March to August of the given year.

5. The agencies will conduct professional inspections and submit comprehensive and

professional reports to the MoE through the Dist let Education Officcrs.{DEOs)

6. The Ministry of Education (MoE) will retain a sr iall numb r of inspectors at its

Nairobi headquarters to oversee the whole exer ise and filter the necessary

recomm ndatio 1S to th r I vant organs of the government.

Olocho (2006) proposes that private ins tions will benefit the stakeholders in the

efficiency of th hol insp ction as follows:

• Transparency and accountability on all financial matters.

• Qu lity of education ascertainment.

• Fairness in the inspection as there would he no vested interests.

• A high standard of professionalism.

• Huge savings on education costs.

13



Figure 2.1: Diagrammatic illustration of proposed new inspectorate system
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2.2 RECORD KEEP TG

Eshiwani (1993) states that the government funds are x too to be remitted to schools

and the heads of the institutions are accountable for all the funds given to the schools.

Koech (2000) states that, books of accounts are kept by the bursar or the accounts clerk.

Financial Management Manual (2007), was issu d by the Ministry of Education to

regulate and guide record-keeping in tertiary training institutions. Eshiwani (1993)

further states that, the MaE always stipulates the various r cords that must be prepared

and availed for audit purposes. Records carry details of financial management especially

controls and according to Millichamp (2002), they form the basis of auditing and

inspection.



Financial management manual (2007) and Financial and Accounting Instructions for

Educational Institutions (1991), contain the main documents accountable in education

and training. Books of accounts include:

• R d by d artmental heads in an institution to request for

supply of goods i s from sto s or purchasing officer. The ame is passed

on to the principal for app oval befo tl purch in offi r p

• Lo I chase o d - is an official order placed for goods r uired by the

institution. It shows th d tails of the items required. Such an order must be

i I fo being present d to the supplier. It should be

ente ed in th co ent register then kept under lock and key.

• La e - i us d fo the acquisition of services to the institutions. It is

prepar d by tl e purchasing off e d si ed by the principal after the signature

by the pu h . g offlc r. It must lso b entered in the commitment register and

remain und lock and key. Th other types of stores ledger include the following;

perm anent stores ledger, consumable stores ledger, expenditure stores ledger,

stores inventories.

• eeefp books- his mu t be prin d by the gov nment. They must be serially

numbered and b pro id d with dupli at count foils. The controls are to record

the counterfoils in a r gister and a signature obtained for each issue. A receipt

must be issued fo all sum r iv d i come, grants, rent, bursaries and sums

received in the fo m of ash, ch ue, bank '5 cheque, money orders, postal

orders and others. The original i disp t hed to the donor of the amount while the

oounterfoil is retained for audit urpos s as evidence of the source of revenue.

The receipt must be kept under lock and key. Any money received through the

post must be recorded in a regi . Wh h, ch ue, mon y orders and postal

orders are paid into the bank, a dupli ate ofth bank pay-in-slip should be filed in

the statement fi1 for audit. All revenue ecciv hould be debited in the cash

book.
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• Coll ·0 of seh I fees -d ct r is the responsibilities of the Bursar

or Finance Officer. Cashreceived by the Cashi t or the Accounts Clerk should be

recorded in the 1'0 he when handing ov the money to the Bursar. This

should be fill d in triplicate. A student 1 uld be .ssued with a receipt and a

duplicate retained. I is the responsibility of the principal to ensure that all school

fees are brought to account in the cash boo daily and P m tly banked intact,

Und 0 ci eu nstance should revenu s be used to meet cash payments.

• Commitment "egistet·· it enables the head to readily verify the amount available

on a particula vo e-l ead. The registc hould be maintained in line with the vote-

book.

• Fees regi$ter- is a standard analysis book used in conjunction with students' card

to reco d all the inform tion about each student

• A dane re . se - record daily attendance of each student.

• The other documents that should be kept include: rent and service register,

telephone call register, con tact regist r, official payment voucher. over-

expenditu c and ire ents (re-location of money).

• Cash book- is a register of all transactions pertaining to receipts, payments and

banking. The cash on hand should be reconciled ith th balances reflected in the

cash book. he difference betwe n th to figur s sl uld equal th amount of

physical cash held in the safe, imprest, warrants, cheques, cash sales, money

order-s, postal orders and RID cheques.

• The ledger- is an extract of all transactions ecord d in the cash book against

each approved vote-head and any other account of the stimatcs, and any

adjustments carried out through the journal, but do not includ the cash and bank

balances. The types of ledge s maintained include p (SOl at emoluments. tuition

and boarding and non-recurrent expenditure.
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• Main Account- i the account io which should be credited all the moneys

received by way of grant-in-aid. fees r venue, hous and furniture rents,

electricity and water charges recovered from staff occupying lnstituti{mal houses.

Revenue fees from the sale of old and obsolete equipment such as boos, furniture,

generators, lost textbooks, etc, hould be credited to miscellaneous revenue.

Development grants received from the ministry in respect of buildings, pe mancr t

equipment, and sp ial revision of a n n- nt natur should C retai led in a

separate savings account with the hank.

• Schoolfund d other 0 ies eeo it-is to which contributlons from parents

in respect of industrial arts account, domestic SCiCI ce account, activity fee,

uniforms, and sports fund and edical f es sh uld b r ited. i Y from farm

account, unofficial boarding funds, donations, and harambecs among others

should e credit here,

• Farm account- this is maintained if the school has farm as part of it revenue

so reo

• Salaries and wages Account" this document is used to pay the non -teaching

staff in the institution. Such employees are under he B :d of Governors. The

payroll bears details of the em loye s and all the i come and statutory

deductions, union du sand other recov des from the employees' ." ary,

• Finally, Trial Balance, Balance Sheet and IIcome and Expenditure accounts are

prepared.

2.3 CORPORATE GOVERNA CE

After intensive inquiry in the management of school finances, Koech (1999) in the

TIQET report stated that principals should be pro ly prepared and equipped with the

necessary institutional and financial management skills to nablo th m to manage schools

more efficiently and effectively.
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The EducaiionACTCap.211 (1980), s ~ tl i: lnis

(a) Prescribe SUttlda:l'dswith r gard to tIi Hum' r an

cl s and e e diture educ lonal uatcrials,

(b)Provide fo the preparation Of pprov I of 00 ts i curricula. syllabuses, books and

oth r cdu adona] materials.

(c) 'Provide for the keeping of registers and records and submission of returns.

(d)Make different flnancial revision with p t to iliITe t classes or ,. U~of schools,

impose conditio. s ut~ make exceptions.

(e) Provide DC of pi > 'doe such other finan ial a t IS as the ilnistcr co 1 'lders it

J Y make reg uijou~to;

of staff, the size of

.•

pi. .sc Ibc.

F e io .,ul

The Education AC 'Cap.211 (1980) has S 00 th g

Otiende (1992) has shown alai Nuegwa em unissio su 'ts a clear close 'up,-t ision

be devised.

Then DEB:; and BoGs w .. d to functi 1 W!> follows;

a. To prepare/submit to e mini le at of c '1' and cxpcaditu

b. To receive grants grailt.s-ill-ai ili rity funds,

c. Administer granu s) in accordanc with

d. 0 submit to the minister for appwval financial or

promotion 0 education i i th r a and to Cat out

e. 0 tender financial advice to tile mlJI1Sier on the e..••tabHs J Vllt of new sc 1001s..

f. To submit such statistical, mandai and 01h reports as th mi list ay cquire,

g. r 0 supe ill d tl ge ublic sc Is.

h. To fulfil such othe finan .al fun io sash nay rcscri -c.

Financial Management ManuaL (2007) stipulates that very 00 s all cause to be ept

all proper books of account, and other records relating t l re o, i1 l'ts . 0 all its funds,
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property d naasact io14

may p escribe.

The Edu arion ACT Cap.211 . at e minister shal! np oint the ~onti'Olei' ,

auditor-general or som oth r auditor to inspect, examine and tepo l to the board on th

anmtal accounts and financial ecords of a board, rovidcd that the controller and auditor-

gen at shall not be so appointed wi tout his L fi board sl an aus to be p educed

and Iald before the auditor all info!' iatlon requiz d by t1e audltor in order to carry out the

audit. On r ceip of a epo fl th audita, the see C" j or a Lor shall;

1. iLhin three eeks trans it a c y of th 'e 0 t and of Ihe accounts certlfied

by th auditor to {he ministe ',

n.'ubn it the port d aCCOUil to the board at its ext meeting, which' all be

held not late than th e onth a re i ar d tl c S!' Y shall, ithi I

«tree weeks of the meetir g, forward to the mi Ii 'tel' a opy of the \.:SOlutlOllof

the board acce ling and ado ling the acceunis,

iii 'Ule expenses of audit and incidental to an udlt sl U be aid by the board,

and where the accounts require to b 0 pl ed b tl c audito ~the audit. fee

nay take count of the extra wo k occasioned there y.

Under the Education AC1' Cap.211 (1980, th mil' er has authority delegated by

parliament to iSSJUe orders to any tertiary uainiog institution ill -e'P ct to co 1 ol of the

financial CSOUI'OOS.

....v.JU"'ETED CTIVIT1ES

Otiende (1992) states, that the rapid quantita ive expansion or educe tio l and the attempts

to maintain quality have had enormous financial in pll io s fo ove n neot and

the public. The partnership between government and 011er age ci s P ovl lcs finances in

running the schools. According to Keech (2000) in the TIQET report, financing of

middle level colleges has been iti the ratio of 38% by he gove nme II and 62% b the

h us holds.
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~'Ve .mcut manclng; - the ~litj.f:' ACT C.ap.211 (1980) provides l1w the

government finances some education and t ainlng activities. TIle mIHis! i' in charge of

cducatiou and training may f 01 l public ful1ds:~

'. a) lish, aintain, assist, make graml-iu-ajJ of or 11 advances on loan in rcspc t

or schools ~uch as:

e ts or provhl04J [Of utc boarding or feeding of pupils,

Organizations 0 establishment .cspocslble [0 edu atioi 1develo smcnt or

1 search, or the p 0 no ion 0 co-v diHauo 1 of ed calion, Of Ue w 1 re of stu cnts;

.& Organizations responsible for the condu t of ublic examinations.

" b) Make grants-i r-aid to aHY iI stituuon of higher education,
c} Provide for the conduct of such public examinations as is held under the su crvision

Of (;0.1111'01 of the ministry.

d) viake gran in aid to local autho itics [0 lIte function entrusted to them.

e) Provide in whole or in part for the ill sport of pupils to 01'[w~llany public s hool,

f) Provide fo the medical iuspeclio 1of pupils.

Provide scholarships or bursari s to assist in the l:UUCUl1<.l11, maint mance an trans ort

of pupils who are undergoing, or proceeomg LO, or rc 1l

au . u£'·tuHotlapprov il b the minister.

may make regulations pre criblng:-

I. The conditions upon which grants may lawfull be made out of public funds

tor the mainteaance Of assistan e of schools, 0 ganizadons Of tablishments
n iay be HlaOO.



ii, The fees to be charged or remitted at any school which receives a grant out of

public funds, and the liability of parents for the payment of fees.

iii. The manner, in which scholarships or bursaries may be granted, increased,

reduced or withdrawn.

tv. The manner in which the grants are made to any institution of higher

education.

v. Any other matter with respect to public funds relating to the submission of

estimates, the maintenance and submission of accounting records, the use to

which grants may be applied and the disposal of surpluses and reserve funds.

Financing through TSC:- The Teachers Service Commission Act Cap.212 (1968)

provides for control of finances in government-aided schools. The minister may make to

the Commission such grants as may be necessary to enable the Commission to pay the

remuneration of teachers, the Appeals Tribunal and the Committees.

TSC Act Cap.212 (1968) further adds that any sum not applied by the Commission for the

payment of the remuneration of any teacher assigned by the Commission for service in a

school assisted by the Ministry for the time being responsible for education or in an

unaided school, shall be repaid to the Commission by the manager of that school, in

whole or in part and such times and in such manner as the ministry may, with the

approval of the treasury, direct. Any sum directed by the minister to be repaid to the

Commission shall be a debt due from and payable by the manager concerned to the

Commission and, without prejudice to any other mode of recovery, shall be a civil debt

recoverable summarily.

The TSC Code of Regulations (2005) highlights the teachers' salary payment procedures

to avoid misappropriation of funds. Salaries and allowances are payable monthly in

arrears. Salary and other remunerations shall be paid either by cheque, bank transfer or by

cash through the postal system. Cheques and bank transfer in respect of salary or other



remuneration may also be paid on behalf of a teacher who is out of the country in

accordance with this regulation, into an account in a name other than that of the teacher,

provided that the teacher has given to the Commission signed instructions for the

purpose.

Allowances payment:- TSC Code of Regulations (2005) provides for several allowances

to teachers such as:

• Travelling allowances are normally reimbursable by TSC through a procedure

that prevents overpayment in schools. The Commission shall reimburse travelling

expenses at government rates, including the traveling of a spouse and up to four

unmarried children who are dependent on the teacher up to their 22nd birthday,

plus the cost of transporting the personal effects that such members of his/her

family incurred in traveling. The Teachers Service Commission shall make all the

reimbursements on first appointment, on transfer to another district provided the

teacher does not initiate the transfer. Any teacher who travels in accordance with

the provisions should apply to the Commission or its ag~nts for reimbursement of

his/her travelling expenses by using the form prescribed and attaching the

necessary supporting receipts.

• Mairuenance allowances are payable by TSC to a teacher attending a course of

training outside Kenya. Thereafter, the teacher will be expected to meet his/her

basic and other living expenses from maintenance allowance awarded under the

terms of the scholarship.

• Subsistence allowances when travelling on duty outside Kenya arc also payable to

teachers by TSC. The daily rates of subsistence allowance payable to a teacher

shall be those applicable to other officers in the Public Service, of corresponding

grade, as published from time-to-time on approval by the Kenya Government.

Such allowances shall include entertainment, local travelling and incidental

expenses outside Kenya.
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• Motor vehicle allowances are also payable to teachers in some cases as in

accordance to acceptable procedure.

Financial advances: - This is normally offered to prevent payment being made from the

schools' other funds. TSC Act Cap.212 (1968) states that an advance is a form of

temporary financial assistance granted by the Commission to a teacher in certain

circumstances. It must be liquidated under specified conditions and within a limited

period of time. The advances for the purchase of motor vehicles and new refrigerators are

provided by the commission.

Imprest system- Machio (2007) observes that to carry out official duties, teachers and

their subordinates seek forimprests. They are consistently subjected to unnecessary

queues and harassment from school secretary and bursar. There is often no confidentiality

according to Machio (2007) as regards imprest owed and unaccounted for. As teachers

endure these financial tribulations, some heads feign lack of financial control over them.

The net effect is low morale and discontent among the teaching and non-teaching

fraternity leading to inevitable deplorable performance.

Financial disciplinary measures: Koech (2000) in the TIQET shows the factors that

affect education. In particular, lack of control by government has made education

unaffordable to many. The situation is made worse by the fact that although many parents

complain of mismanagement of school funds, very few corrupt or inept heads arc ever

disciplined. In every control, Koech (2000) recommends that there is need to curb the

indiscipline cases. This acts as corrective measures that bring back sanity in any financial

management practice.

The TSC Code of Regulations (2005) states cases which warrant disciplinary such as:

J. Actual loss or destruction or damage or failure to account for the disposal of

public money or property movable or immovable.
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tl. Non-collection of any authorized monies due or belonging to the Kenya

Government, Board of Governors or District Education Board.

III. Payments or liabilities incurred without authority or in excess of authorized.

iv. An authorized use of institutional vehicle or any other property.

v. Compensation and similar payments, legal and court costs and any other

additional expenditure or liability incurred which was avoidable and need not

have been incurred.

If any time public funds or any institutional funds sustain a loss in consequence of the

neglect or fault of a teacher, The TSC Code of Regulations (2005) state that he/she will be

held to have incurred a pecuniary liability in respect of the loss, and if no satisfactory

explanation is given, disciplinary action will be taken against such a teacher. Where an

allegation is made against a teacher that he/she mismanaged/misappropriated funds,

Koech (2000) proposes the Commission using audited accounts should investigate and if

such a teacher has a case to answer, disciplinary action be taken.

Non-teaching.staff remuneration: - Koech (1999) in the TIQET states what needs to be

done in order to strengthen management of finances while paying the various categories

of staff. He recommends rationalization of staff payments in order to ensure optimum

utilization of the available manpower. In particular, there should be a drastic reduction in

administrative and support staff expenditure.

Peter silsil (2006) says that schools employ cadres of professionals to serve in certain

sections in their establishment. These include accountants, clinical officers/nurses,

procurement officers, librarians, laboratory assistants, secretaries, store keepers,

computer programmers, cateresses, etc. They also hire non-professional staff such as

messengers, artisans, copytypists, cooks and grounds men. For salaries and wages,

schools rely heavily on the Civil Service Scheme. Peter Silsil (2006) conducted a survey
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and was shocked by the disparities in remuneration owing to lack of a scheme of service

for the non-teaching staff.

In the Education Watch, volume ll, December2005-January 2006, Silsil reports the

confusion that exists in remunerating the non-teaching staff. Since the government

stopped offering grants to schools to meet non-teaching staff salaries and allowances,

many schools in the country have been pressured on how to remunerate this cadre of

staff. Machio (2007), states that the Ministry of Education discontinued paying non-

teaching staff in 1993 leaving the schools to meet the burden from school fees and other

income-generating activities. Many schools, whose fees have bee collected have fallen

back for years, have been unable to meet this obligation, attracting a torrent of boycotts,

strikes and their morale to deliver service hitting on all time low.

Non-teaching staff according to Silsil (2006) neither have a scheme of service nor a

strong trade union to push for their cause. One union- Kenya Union of Domestic, Hotels,

Educational Institutions, Hospitals and Allied Workers Union (KUDHEIHA) which

styled itself as their crusader, has since lost teeth.

A Kenya Gazette Notice No. 755, 1993 and signed by the Minister for Education, advises

school boards of governors to remunerate workers on terms and conditions similarly to

those of the mainstream civil service. This has been a recipe for confusion in controlling

payment to the subordinate workers.

An attempt has been made by a number of schools to apply the Civil Service Code, but

according to Machio (2007), most of them have defaulted in following up with the

various controls and reviews on salaries and allowances over the years. Some schools do

not even have a control structure on matters relating to non-teaching staff. The discretion

is left to school boards.
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Machio (2007) gives an example of a school that charges Kshs.8, 400 per student per

year to meet non-teaching staff salaries. The institution has implemented an automatic

House Allowance Scheme for its workers pegged on the Civil Service Code. Machio

(2007) says that the situation at another school is different. The school doesn't follow the

Civil Service scheme of service and has not implemented the automatic house allowance.

It charges Kshs.l l, 000 per year to pay workers salaries. Machio (2007) concludes that

this two institutions have different schemes of control and thus liable to misuse. It is hard

to set yardsticks or financial controls for all and that is what the ministry has done.

Machio (2007) shows how low pay and defaults in honouring the packages make schools

face the risk of continually losing skilled workers to better paying employers. Some

principals argue that setting uni form vote-heads controls for the various categories of

schools is not possible. Machio (2007) says this is because some schools have good

school fees collection records while others don't. Some schools have well-performing

income-generating activities while others have no land at all. Some schools have huge

goodwill support from the community while others receive many donations. Thus, each

school needs different types and number of financial controls.

2.5 CONCEPTUAL FRAME\VORK OF THE STUDY

This study is based on a general idea that there exist various financial management

practices in tertiary training institutions that may differ in their nature. The managers are

the key parties bearing the ultimate responsibility of establishing and enhancing success

of all financial management practices.
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The financial management practices is characterized by audit and inspection, record

keeping, corporate governance through the board of governors, legislative provisions,

rules and regulations and also enforcement through some disciplinary measures. The

quality of these factors determines the strength of the financial management practices. A

poor financial management practice reduces delivery of optimum services to clients.



Figure 2.2: The relationship between independent and dependent variables

Audit & Inspection

(Annual & Impromptu)

Record Keeping
Financial

(Books & Accounts) management
practicesCorporate Governance

(Authority & Power)

Budgeting and Control

(Sourcing & Expenditure)

Independent Variables

Source: Researcher (2008)

Dependent Variable

The above figure shows that when management of the institution establishes strong

auditing and inspection procedures, their results better financial practices that reduce loss

to the stakeholders. Poor financial management can be caused by poor checks.

Also, good record keeping improves the financial management practices, while bad

records kept in the institutions allows for a bad financial management practice.

Corporate governance comes with the power and authority and its enhancement improves

the quality of all the financial management practices. 1\ poor corporate governance

system results in poor financial management practice.

A good budget and its good implementation leads to well managed financial practices. 1\

poor budget can lead to under or over estimation which is a poor financial management

practice.
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CHAPTER THREE

RESEARCIIl\1ETIIODOLOGY

This chapter describes the types of research designs which were employed in the study.

Both qualitative and quantitative data were found to be useful in investigating the

financial management practices. In this study, the researcher's methodology covered

areas such as: research design, population, sampling process, data collection procedures

and instruments used, and also the data analysis technique applied.

3.0 INTRODUCTION

3.1 STUDY RESEARCH DESIGN

The research design employed in this study was descriptive. According to Mugenda

(1999), the design can deal with both observational and scientific description of technical

financial management policies. Kothari (2003) has it that the design can also render itself

to an accurate description of the variables or characteristics under which the financial

management practices lead to effective or optimal service delivery to c"lients.

Descriptive design according to Mugenda (1999) was used by the researcher to describe

individuals, organizations and the industry in education and training. This design is

normally used to analyze financial management data obtained by use of questionnaire,

observation and interview methods.

There are about 19 Tertiary Training Institutions in Nyeri North and South districts who

offer training and education services to individuals and groups of business community.

The researcher was investigating financial management practices in technical, teacher,

accounting, police, and medical training institutes among other tertiary training

institutions. The specific institutions visited include Kenya Institute of Management

(KIM-Nyeri), Kimathi University College, Technology (JKUA T-campus), Rware College

3.2 STUDY POPULATION AND SAMPLING PROCEDURE

if III __ • ,•• In r!:'%'- >~ l.!o 1& ~

28



of Accountancy, Kenya Methodist University (Nyeri branch), Nairobi University- Nyeri

campus, Mountain Top College and Kenya Institute of Professional Counseling. These

and other tertiary training institutes are shown in the appendices.

The researcher obtained information from at least 80 individuals among the employees

and other stakeholders. The researcher collected data from senior and subordinate staff

equally. Others included Ministry of Education Officials and TSC officials. These parties

gave important information from their areas which touched on the financial management

practices.

The researcher collected data from all departments or units involved with financial

management decisions. The sample unit of over 80 persons was determined randomly

from the list of all institutes and employees sought from each department or unit. The

sample unit included managers/principals, supervisors/H.oDs, auditors, school inspectors,

financial accountants/clerks, cashiers and other persons involved in financial

management. All these parties are summarized as follows:

Table 3.1: The number of persons expected to be sampled

SAMLPE UNIT NUMBER OF SAMPLE SIZE SAMPLE

STAFF f»ERCENTAGE (0/.)

Msnagers/Principals 76 19 25

SupervisorsIH.O.Ds 130 38 29

Cashiers/clerks 57 19 33
QASOsIlnspedors 6 2 33
T.S.C Officers 10 4 40
TOTAL 279 82 30
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The above table shows the number of persons sampled from the various categories of

staff in all the tertiary training institutions. It clearly shows that the HoDs were the largest

category and the QASO or school inspectors were the least expected category of the



respondents. The sample was assumed 'to be a representative of the total number of staff

concerned with financial management practices.

3.3 V'ALIDITY OF THE SAMPLE

The validation involved determining if the sample is representative of the population. The

sample of the training institutes taken represented some of the best institutes in the

country. The sample units chosen were determinants in establishing and implementing

financial management practices. The researcher visited tertiary training institutions in

Nyeri North and South districts who offer varied training such as medical, accountancy,

teaching and management courses. Other institutions in the country have similar

activities. The research does not contradict earlier researches carried out ill the financial

management.

3.4 DATA COLLECTION PROCEDURES

The nature of the study used questionnaires, observation schedules and interview guides

for collecting data. Kothari (2003) states, that primary and secondary data as well as

qualitative and quantitative data are collected. This was accurately done. The data

collection tools were structured in a manner to allow the researcher probe further on any

issue concerning tertiary training institutions, financial management practices.

Questionnaires were in three parts. Each contained personal data and obligatory data of

each respondent so as to obtain information regarding academic, skills, experience,

financial duties among others. It contained questions on financial management practices

and how they affect optimal service delivery to customers. The questionnaires were

delivered in person to the stakeholders themselves after adequate permission had been

sought from the respective management or authority.

Observation of financial management procedures was particiI?atory where a checklist was

. used. The researcher watched, listened.and recorded the activities in a schedule. Mugenda
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(1999) states, that interview involve collecting data through talking to the finance staff

and other persons while recording their responses. Thus a face-to-face interview was

conducted to obtain in-depth financial management information.

3.S DATA ANALYSIS AND PRESENTATION

The quantitative data in numeric form were analyzed using statistical techniques and

descriptive techniques. According to Sekarani Ummah (1992), the technique helps to

determine the existence of efficient and effective use of financial controls in institutions.

Descriptive statistical techniques such as mean, median and standard deviation according

to Kothari (2003) help in reaching a better conclusion and give well advised

recommendation.

The data have been organized in categories that try to bring out to the users, the various

financial management practices. The inferential statistics according to Mugenda (1999)

help to create a general idea on what are the common decisions controls for a manager or

employee involved in financial management. The quantitative data i~c1ude the number of

employees, number of procedures, financial amounts and time estimates. The data

presentation includes discussions, tables, graphs, and charts. Each presentation is able to

stand alone without being dependent on the others.

The qualitative data included description of procedures, general view of financial

controls, description of financial controls and management. Qualitative data also include

legal provisions, sources, and functions of the board and inspection procedures.
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.0INTRODUcnON

This chapter addresses the findings of financial management practices in tertiary training

institutions. The analysis and presenting of the data into meaningful information has been

construed using descriptions, tables, and graphs. A sample of 75% of all the tertiary

training institutions in the study districts were taken where the data were collected. The

data was collected using questionnaire, observation and interview schedule. The results

are presented and interpreted as follows:

4.1 RATE OF RESPONSE

The response was very good as shown by the following analysis in a table. The rate of

response shows expected and the actual number of the institutions, department and the

persons in each institution as a whole in the study.

Table 4.1: The number of institutions, departments and persons responded

Research Units Expected Actual Success

Percentage (%)

Number ofInstitutions 19 15 78.9

Departments per institution 2 2 100

Persons per institution 10 6 60

TOTAL PERCENTAGE 79.6

Despite the many difficulties encountered in the actual research work, the overall

response rate was higher than average i.e. over 79.6%. The highest response came from

departments because the planned number achieved was 100% while the lowest response

was 60% which was made up of the, number of persons who gave information per

institution. The few institutions not fully researched (i.e. four) were said to be either
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legally prohibited from individual researcher, unauthorized by their headquarters while

others had closely guarded secretes which they feared could affect their operation if the

researcher had them. Most of the responses were obtained from the use of the

questionnaire, observation and lastly the interview. Many principals and managers of the

institutions visited were contacted through appointments and many of whom went on

postponing. The researcher ensured that all the cash departments of each institution were

well-covered by use of the three data collection methods. The responses are presented in

figure 3.1.

Figure 4.1: The responses from the research units

the 15 institutions visited. Observation was also 100% successful because the researcher

visited all the institutions expected and talked to the authorities before any attempt to

etmel~et tke"1"eseaf~-ll~s@a~her made netAA--QnJhp."arr..angement of yarious---.Working

stations, procedure of the activities that took place at the particular research moment, and

the questions that the clients posed as enquiries in each tertiary training institution visited.
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Interview method was over 50% successful because most respondents gave the necessary

information but had little time to offer the researcher. The interview involved asking

questions on the specific roles played in financial matters, the functions and purposes of

some policies in the financial management practices. The following is a summary of

where the research tools were applied in the research study among the various tertiary

training institutions.

Table 4.2: The categories of the institutions visited and individual success achieved

Institutions Expected Researched Number Number of Number of Success
Number of Number of of Tools Expected Actual
Institution Institution Applied Respondents Respondents

University 4 4 3 40 24 60%
Campus

Professional 14 10 3 140 60 42.9%1
training
Technical I I " 3 10 6 60%
training

Total 19 15 190 90 47.30/0

This table shows that the respondent were responsive in a good degree. The response in

professional institutions was low because the number of staff fell below the expected

ones had a shortage of four institutions.
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Figure 4.2: The numberofcfeSpondents from the ~nstitutions
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The llniversity campuses or centres were Nairobi University) Methodist University,

This is one of the most important functions in any institution. This is because the future

plans normally rely in the history that is mostly recorded in the books of accounts. The

sensitive issue of the financial management needs a pool of well-qualified personnel who

can be able to produce professional work and also solve the financial problems while

recording the various financial transactions. The researcher took time to know the
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professional and academic qualifications of the employees dealing with financial matters

in all the institutions. This is pmxided the.fcllowingparagraphs .._.......• _

a) Professional and academic qualifICations

The data showed that university campuses had employees in the financial departments at

branch levels who were highly qualified. The highest academic qualification was a

Masters Degree while the lowest were Diploma holders. On professional qualification at

the university campuses, many had donecertified public accountancy up to section 4 and

only one had full accountancy qualification.

financial matters. Surprisingly, 11 bursars were form four lcavers with no professional or

The following table shows a summary of qualification among the employees handling

financial transactions among the tertiary institutions.
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From the above table, it can be observed that the employees had varied experiences from

a few days at work to many years of service. The most experienced employees had over

thirty years at their current working station. Many employees as much as 17 had 6-10

years of service. A big number of employees did not know their exact years of their

service under the financial management. This information can also be shown on a line-

and a pie chart as follows.

Figure 4.3: The number of employees and their relative experience
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• Unknown

The largest sector of the pie chart shows that many employees do not know the number of

years they have worked in the financial department. This was attributed to the job

rotation and change of their work stations.

The number of permanently employed employees averaged 3 in each institution. The rest

were on contract and/or casual basis. Their designation or job descriptions were:

accountants, bursar, assistant bursar, accounts clerk, administrators, branch executive and

administrative assistants. The permanently employed employees were all in job group H

among the middle level training institutions.

b) Separation of duties and responsibility in record keeping

The main persons in-charge of the finances included the principal, resident lecturers in

the universities, accountant and bursars in the all the institutes. The principals of the

institutions were the highest authorities who controlled finances in the professional

training institutions. The university campuses had their branch executive in charge of

financial income and expenditure. In one institution, a coordinator of the learning and

marketing of the institutional courses was in charge of all the financial matters, while in

another resident lecturers were in charge of income and expenditure on day-to-day basis.
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The administrator's duties included preparation of fees returns, overseeing financial

management and consultation on all financial needs. All these employees are also

custodians of all records on finances. The secretaries and accounts clerk prepared and

issued receipts in almost all the institutions.

The separation of the duties had been done according to the various qualifications that

each employee possessed, and also the nature of work involved. The following is a

summary of duties and responsibilities as identified by the researcher.

c) The accounts clerks and bursars work involved:

(i) Analyzing financial records

(ii) Issue fees balance reports/schedule

(iii) Keeping the financial records

(iv) Receiving and receipting monies received

(v) Banking of monies and cheques.

(vi) Preparation of trial balance

(vii) Preparation and keeping of ledger

(viii) House.rent and fees collection

(ix) Maintaining petty cash schedules

(x) Maintaining of cash book

(xi) Closing books of accounts

(xii) Advising the principals on all financial matters.

(xiii) Heading accounting department.

(xiv) Supervising payments of BoG employees

(xv) Monitoring income-generating projects

(xvi) Preparation of payroll

(xvii) Preparation of invoices for payments.
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d) The office assistants and receptionists financial duties included:

(i) Directing clients or customers on financial procedures especially in payments.

(ii) Filing chronologically the financial documents

(iii) Preparation of local purchase and service orders.

(iv) Collection and issuing of tender documents.

(v) Payment of water and electricity bills.

(vi) Collecting photocopying monies and recording of it.

e) Dean of students: - Running students' financial relation programmes.

f) Medical attention record: - students' welfare/association budget analysis and

educational tour contribution management.

g) Accountants work included:

i. Banking of fees, revenues, and grants collection

ii. Approval of current or short ;-term expenditure

iii. Prepare financial reports

IV. Drawing cheques

v. Preparation of books of accounts

vi. Internal controls management

vii. Preparation of income statement and balance sheet.

viii. Credit officer

ix. Debt collection from debtors.

x. Cashier - receiving cash and cheques

xi. Banking of income or revenues

xii. Fees collection from students and parents/sponsors.
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b) Tbe expected qualifications in the employees handling tbe duties:

The researcher enquired from the management on expected or necessary qualification to

manage financial transactions. The respondents gave the following.

(a) Auditing of financial records - practicing accountants.

(b) Bursars and accountants: Diploma in business management, accountancy

qualification or CPA II.

(c) Accounts clerks: Accountancy certificate (CPA & KATC Final),

(d) Receptionist and messenger: Full secretarial and O'Level graduation.

4.3 AUDITING AND INSPECTION

a) Frequency of tbe audit and inspection

The researcher wanted to know the way books of accounts are maintained and whether

they follow the stated standards. The auditors' work is expected to be the investigation of

all these records listed above. The investigation involved whether all of them are

normally maintained and if maintained whether they carryall the n~cessary information.

Thus auditors had to do an in-depth search of errors and omissions in their investigation.

The researcher inquired on the frequency of audits and inspection. The respondents were

asked to state the number of times the researcher visited their institutions for the

inspection and audit of the financial transactions. The respondent gave the following.

Table 4.4: Audit frequency and number of institutions investigated

FREQUENCY NO. OF INSTITUTION PERCENTAGE(%)

Yearly 5 36

Half yearly 5 36

Quarterly 2 14

Daily 2 14

Total 15 100
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This pie-chart shows that the auditing and inspection in most schools was normally done

half yearly and also after a whole year. This was mostly in the public institutions.

Quarterly audit and the daily audit and inspection were very much prevalent in the private

institutions.

The researcher also wanted to know the source of the auditing officials. On inquiring the

source of auditing or who normally audit the financial records, the respondents stated the

following.

auditors from the Ministry of Education.

• The private tertiary training institutions engage internal auditors and occasionally

the private or external auditors. The institutions run by the owners also use

internal auditors and the principals and accountants audit their own books of
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accounts. Only 30% of private institutions employ the services of external

auditors.

b) Documents and information officially requested for audit purposes:

The researcher also sought the documents needed for inspection and what content is

normally counter-checked by the auditors. The following data were obtained on each

record and their information content is also given.

1. Receipt Books (copies): Auditors check fees amount, other monies received,

payments made, nature of payments i.e. cash or by cheque, nature of expenses, date and

authority to incur expenditure.

2. Fixed assets ledgers or registers: Serial number, description, or name, cost or

purchase value, useful life, maintenance frequency and cost, valuation and procedure of

dispersal.

3. Fees ledgers/Registers: Fees paid, fees balances, identification of vote heads, amount

spent, program costs, students name and categories and receipt number, semester and

dates, students number, cheque number find total fees collected and spent.

4. Cash book: - Sequence of all cash receipts and payments.

5. Petty cash: - Cash spent, daily cash expense, voucher number, date, authorization on

expenditure and description of expenditure.

6. Class attendance register: - students number contact, dates, level of study, mode of

study, fees paid and balances and also signatures.

7. Payment vouchers: - Item of expense, purpose of payment, person receiving (payee),

amount received, date of receiving or payment.

8. Invoice: - Details of goods, valuation, quantity units and authorization.

9. Debtors file/Schedule: - Number and identification of debtors' reconciliation,

contacts, and items outstanding and paid amount and date.

10. Bank reconciliation statements; - Date, amount of deposits authorization and

corresponding bank slips.
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11. Requisition forms: - Authorization, dates, description and purpose.

12. Credit and Debits Notes: - Bills overcharged and undercharged respectively.

Authorization and brief. Description of reasons for the change made.

13. Payroll book: - Number of employees, salary per employee, job- group/designation,

allowances, statutory deductions and not payment.

c) The Authorization of audit and inspection in the institutes:

The authorization to do or carry out audit always came from the ministry officials in the

district or provincial headquarters among the public institutions. The principal and

managers of the institutions would also authorize ad hoc inspection and audit where they

suspect misallocation/misuse of funds. All the lecturers and tutors were requested to

produce a written report on any money allocated to some school errands such as

educational visits, drama festivals and sports expenditure. This allows the principals to

check on budgeted expenditure.

Among the private tertiary institutions, the directors or shareholders usually carry out the

audit where necessary through internal auditors or institutional accountants. The Catholic

Church owned institutions are audited or inspected internally by the authority of

administrative or management board (BoD).

d) Standards and values expected in the financial records

The auditors expect the procedures and systems of accounting to follow the International

Financial Reputing Standards (IFRS), ISO standards, Cannon-law for church institutions,

Income Tax Standards among other regulations.

The values observed and expected by the auditors include Honesty, Updated,

==t;~lf'lsistency-, ::ranspar-enc-, tltegri cecur:a~fld:Aeeotlntah1:I:it~=============
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e) The reasons and the benefits of audit and inspection

The researcher enquired the reasons for having to audit the books of accounts and other

financial documents or transactions. The respondents from the various tertiary training

institutions provided the following as the reasons:

J. Reviewing of internal audit work to authenticate it.

II. Checking on the truth and fairness of results as provided by various

documents.

iii. Auditors are assumed to be independent and more capable(experts) in specific

financial issues.

iv. Auditors may help on how to maintain and keep proper financial records on

different situations.

v. The auditors help in providing solutions or suggestions to redress financial

errors.

vi. Auditing is a tool used by headquarters managers to exercise authority over

branch managers In institutions as a way of checking or enhancing their

performance.

vii. Auditors are expected to c~me in handy to assist their clients or employees

when experiencing difficult financial or accounting matters.

Benefits of inspecting and auditing financial management in the tertiary institutions were

stated to be as follows:

I. Financial records are duly updated

ii. Management is able to assess financial status through auditors

iii. The auditors help in establishing modem techniques in management of

financial transactions.

IV. Auditing reduces misappropriation of finances

v. Auditing enhances transparency in management of finances.

vi. Auditing ensures proper maintenance of books of accounts

VII. Audit reports are useful finances management tools.
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viii. Auditing helps to discover or prevent financial errors and fraud before they
f,

become too expensive.

ix. Auditing ensures compliance to rules and regulations in financial

management.

x. Auditing strengthens financial internal control systems and also ensure they

are operational.

xi. Auditing helps in complianc~ with statutory provisions.
f'

xii. Auditing improves values of financial management practice.

xiii. Auditing assesses and evaluates performance of an institute

xiv. Auditing identifies weakness inherent in financial management practice.

xv. Auditing helps in predicting situations and strategizing for the future.

xvi. Auditing helps in reducing unnecessary details.

xvii. Auditing helps secure assets in custody of some employees.

1)Other information officially requested by the auditors

The other information requested by the auditors in an official letter headed by the

institute head letter includes the following:

i. The amount of fees students/trainees are supposed to pay.

ii. Fees balances not yet paid and defaulters contact.

iii. Vehicle work tickets, signatures and authorization on repairs and

maintenance.

tv. House rents payable and damages compensation

v. Institutes trial balances duly updated.

vi. Employees' remuneration procedures and promotion policy.

vii. Institutional yearly budges and budgets variance redress measures.

viii. Daily cash reports and supporting vouchers or receipts.

ix. Direct cash banking slips duly dated and authorized.

x. Audit trial and precious recommendation follow-up by respective authority.
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xi. Compliance with professional and statutory regulations such as taxation,

NSSF and fines with documentary evidence.

xii. Any fees returned or carried forward well reasoned and authorized.

xiii. Serialization of slips and corresponding slips.

XIV. Fixed assets valuation reports and disposal procedures.

This information could also be obtained verbally from the employees but after seeking

due authority from the managers or the principals. The information was also sourced

from all the third parties who normally deal with the institutions.

4.4 CORPORATE GOVERNANCE

For the purpose of ascertaining the systems governing the financial management

practices, the researcher sought to know the source of the authority and who run system.

There were various bodies of persons undertaking the affairs of the institutes through

formulation of policies, procedures, rules and regulations. These were seen to help in

achieving the main objectives of the institutes. Also, they help so~ve the main problems

prevailing in the institutes.

a) Financial management objectives

The institutions financial objectives were expressed as follows:

VII. To reduce financial expenses to a meaningful limit.
!

viii. To maintain all the financial records professionally.
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b) Financial problems

The researcher found that there are various financial problems experienced by the

financial employees on a monthly basis. The following information shows the nature of

the problem and the frequency of occurrence in a period of one month.

Table 4.5: The nature and frequency ofthe problems in the financial management

CODE:NATURE OF THE PROBLEMS FREQUENCY OF OCCURRENCE

l. Double entries 11

2. Receipting 6

3. Banking 4

4. Tallying (Totals) 16

5. Accruals mismanagement 4

TOTAL 41

This table shows that the most common type of a problem involves the tallying the

figures in the fmancial records. This is caused by the lack of automatic financial

procedures in the various institutions. Banking of daily collection is done by the cashiers

and due to the reduced number of transactions involving cash in the institutes, banking

problems are minimal. The above table can be represented graphically as shown below.

Figure 4.6: The frequency of the problems in the financial management

1 2 3 4 5--------------~~----
Code number of the problem
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c) Financial Management Disputes

1. Where fees are paid but students do not attend lessons, the students expect that such

money should be refunded.

• Remedy- Refund the money if no attendance is proved.

- Transfer fees to another student in the same course if it was a donation

or bursary in form of fees.

2. Lack of enough cash at hand to pay subordinate staff leading to complaints

• Remedy - Paying the salary in installments

- Draw in more capital from entrepreneurs.

3. Rent payment delays and hikes that have not been negotiated.

• Remedy - Pay in installments- seek alternative ways of accommodation.

- Seek landlord understanding

4. Delayed loan repayment which makes the creditor take advantage of the situation.

• Remedy - Pay penalty as agreed in the contract.

-Seek loan rescheduling from creditors

d) Financial management decisions: .

This is normally done at higher levels than is necessary. The public institutions financial

_----JmLL.lanagemenLdecisions--ID"e--Donnally~nC_atmjnisteriaUeyeJs.J.hC_dedsions.itlYol¥es__1h,""e-----
,

principals and other staff only when they are urgent and at lower levels. Some of the
=-~-

financial decisions made at the ministerial level include the followin :

4. Purchase of fixed assets for the institutes

The lower level decisions that involve principals and staff include:

I. Choice of expenditure that does not exceed institutional own source of income.

2. Daily cash expenditure levels determination.
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3. When to request more assets for:operation and relieve excess ones to authorities.

4. Cash withdrawals and deposit regulations.

5. Purchase of academic Sunday facilities.

6. Repair and maintenance scheduling.

7. Job- rotation among the junior staff.

8. Budgeting of expenditures in ensuing academic year.

9. Cash flow management decision.

10. Current stock management.

II. Purchase of cheap institutional equipment- approval of decisions made at

institutional levels.

12. University campuses seek approval of decisions from main campus (headquarters)

management board.

13. The principals in various public institutions require the approval of BoG or BoD

on financial made at the branches.

14. The BoD or BoG decisions are normally approved by the minister concerned

through their permanent secretaries. The PS normally uses district or provincial

financial officers made.

15. These are always more than one signatory on any financial decision to spend or

pay expenses or purchases. This is normally done according to statutes and

regulations made by the respestive ministers. There are three BoG signatories for

e¥ery cheque drawn to suppliers 0 sta.u..,.,~ -~ _

16.On petty cash management, the principals approve decisio",:,;:~~:::-::;:,:lI'!
department officers.

to oversee the financial management practices on behalf of the stakeholders.

4.5 BUDGETING - SOURCES AND EXPENDITURE OF FINANCES

Budgeting in the tertiary training institutions involves the planning of how much to spend

and also the expected sources of finances in a particular term or semester. The main
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sources of finance in the institutions are the school fees paid by the students. There are

other sources of finance for the institutions such as grants from the government,

donations from the well-wishers, income from the income-generating units within the
.

institutes, sale of old or idle and unused assets among others. The expenditure has to be

well-executed to prevent the institute from spending more than it can generate.

School fees

This is said to be the consideration paid for the training services offered to the students.

The tertiary training institutions' main source of income is the fees paid by trainees or

students undertaking various training programmes. The higher the number of students

enrolled in each programme the more the amount of money collected in form of school

fees. The researcher found that over 90% of the institutions' income is in form of school

fees. Also, over 90% of institutions rely on fees income in running their academic and

non-academic programmes. The amount of school fees paid by each student is

determined by schools' authorities at the ministry or headquarters of each organization.

Among the public institutions, government through the minister for education sets

amount per item of expense. The fees paid are utilized in tuition, sports, book,

identification card, practical, health, examinations, and accommodation among others.

These items of expenditure are normally shown in the receipts issued on their payment.

In private tertiary training institutions, the BoD or managers who are the administrators

have discretion on the amount of fees paid per student also tied to the training programme

a student undertakes.

The university campuses charge fees to students depending on the number of credit hours

taken by each student. Such payments also vary on the mode of study (i.e. full-time, part-

time, distance learning or holiday tuition). Each student must clear all fees payable before

sitting for end of term/semester examinations.
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Fees paid in business degrees and diploma programmes per semester can be shown

comparatively among university campuses. These are the fees paid in the parallel

programme at each university. The table below compares the fees amongst the various

universities in the tear 2008.

Table 4.6: Fees amount in parallel business courses at diploma and degree levels

INSTITUTION Nairobi JKUAT Methodist K.U. Moi

Campus Campus Campus Campus Campus

DEGREE 70,000 75,000 77,000 65,000 60,000

DIPLOMA 45,000 60,000 55,000 45,000 33,000

These fees figures do not include the 'statutory charges levied by each institution. They

also do not include the fees paid by the regular students admitted under the joint

admissions board. The regular students normally pay less amount amounting to Ksh.

33,000 each academic year excluding the accommodation charges.

The students in the teacher, medical and technical training institutions pay less fees per

term (three terms in a year). They are normally charged about Ksh. 15,000 per student

each term. These are middle-level colleges that offer diploma courses. This shows that

such institutions are generally cheaper than university campuses offering similar diploma

programmes. Thus, it seems cheaper to finance education in middle-level colleges than to
,

finance the university undertaking the same kind of training. The above table can be

represented in a graph as follows.
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fi ure 4.7: Com- arison of the fees amount in university campuses
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Generally, the degree programmes are more expensive per semester than the diploma

programmes. The most expensive degree programme is at the Methodist University and

for the diploma programme it is the JKUA T university campus, all in the parallel or the

self-sponsored programmes.

Fees collection procedures: Over 95% of the institutions do not accept liquid cash while

receiving school fees. They have opened fees collection accounts with the local

commercial banks. Such banks have prepared special university and colleges pay-in slips

(forms) which are normally in triplicate (i.e. original is given to the college; duplicate

retained by the student and triplicate is left with the bank receiving the school fees or

cheques. Generally, fees collection procedures involve the following steps:

1. Deposit cash or cheque into the bank school accounts.

2. Submit the duplicate of deposit slip to the schools.
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3. A receipt is issued to the students by the institute showing the breakdown into

various itemized activities.

4. Either the fee paid per student in the fee register/file. This involves register or

balance adjustments which are automated through use of computer programmes.

5. Approval of balances and reconciliation is done by the accountant/bursars and

principals of institution.

6. Make fees return or information to the appropriate authorities' i.e. Ministry of

Education agents and university administration headquarters.

The fees collection procedures are normally regulated by the administration (respective

authorities) through some guidelines and/or policies. Some of these guidelines include:

l. At Nairobi university campus, a student must pay 40% of total school fees payable per

semester to be allowed in course registration. The balances are cleared in the next two

months.

2. In Kenya Institute of management, fees payment (amount and date) is linked to

continuous assessment and assignment, such that, marks data are never captured by the

automated control system. The system requires full fees payment before the marks are

captured. If total fees collected fall below 40%, students are sent away to pay the

balances.

3. Among the technical, teaching and professional courses a student must initially pay

two-thirds el3) of total term fees before being registered in each term.

4. Any cash accepted should be banked daily by the cashiers.

5. Registration and application fees must be paid on first enrolment.

6. Generally, all institutions allow installments payment

7. All institutions threaten students with exemption or non-registration for examination

incaseofnon-~Y.m.e.n.tio.rideif:.aill.It•.•••••••••••••••••••••••••••••••••••••••••••••••••
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Other sources of finances

There are not very many sources of finance to the tertiary training institutions and thus

the researcher has provided the following sources as found out from the field.

(a) Hire charges levied on institutional facilities incase of seminars, wedding.

ceremonies or workshop activities inside the institutes.

(b) Government grants to public institution. These are normally allocated on quarterly

basis depending on type of institution, programmes offered, student population

and location of the facilities.

(c) Government bursaries and donation by other well-wishers to poor students,

disabled persons and girl-child incentives in particular programmes.

(d) Income-generating projects such as farming.

(e) Library and photocopy services.

(f) Catering services in school owned cafeteria.

(g) Bank loan and bank overdraft.

(h) Consultancy, alumni subscriptions and membership fees, dinner and luncheon

(i) Short courses continuous development programmes such as disaster management,

computer ski IIs enhancement.

Expenditures

All the monies collected must be budgeted for in advance. The principals of each

institution are required to prepare a budget before the start of each accounting period. No

impulsive expenditure is allowed in public institutions. The government has issued

instructions to the institutions to always plan and budget on a yearly basis by looking at

the trend ofa proceeding calendar year. The items or activities planned for include:

• Food stuff.

• Non-teaching staff remuneration.

• Accommodation expenditure.

• Tuition facilitation.
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• The non-teaching stafT remuneration takes a huge amount in most institutions.

This expenditure is normally 01) their salary payment, bonus payment, support

funds, time-ofT for extra-day/hours worked, medial expense allowances, legal

deductions (NSSF & NHIF), tutorship/part time lecturers' honorarium, and

appraisals aid annually.

Other sundry/collective minor expense such as casual labour is paid through an imprest

system. A file or petty cash register is maintained by an accounts clerk. It was observed

that many institutions held between Ksh. 30,000 and Ksh. 20,000 as maximum balances

at any time in their petty cash register. All petty cash register and vouchers are strictly

controlled. Any expenditure on petty cash must be vouched and receipted to ensure

proper expenditure enhancement.

Expense imbursement procedure: All, expenditures to be imbursed must be well-

documented (vouchers/receipts). The receipts should be avoided and a summary attached

or all accounts submitted to the headquarters or administration body. A requisition form

is filled on the amount to be reimbursed and a receipt will be issued on all amounts

received on petty cash.

strongly agreed.1hat.1heiLfinancial systems are strong, 30% stated that they agreed with

their financial system and only 15% stated that they disagreed that their institution had a

strong financial system while 5% did not know about their strength.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMENDATIONS

5.0 INTRODUCTION

This chapter presents the summary of the study, conclusions and recommendations

for possible policy implementation. It also gives suggestions for further suggestion.

5.1 SUMMARY AND CONCLUSION OF THE FINDINGS OF THE STUDY

The study has observed that the Government of Kenya and also the citizens of this

country have demonstrated the need for all to acquire necessary skills and knowledge

that will enhance development of all sectors of the economy. Thus, they have sought

any kind of assistance, financial and otherwise, to help streamline the management of

education and training sectors. Financing tertiary training institutions requires the

government to engage all persons concerned in its management.

Tertiary training institutions have consumed lots of resources in the payment of

salaries to the employees, construction of the infrastructure and development of all

fields of the education and training. While financing these needs, the financial

systems have been put in place to avoid misuse or misapplication of the financial

resources. It has been observed that the systems are in place but some managers and

employees of the tertiary training institutions ignore or do not even understand the

various rules and regulations.

Some of the financial controls that are supposed to be followed in the institutions are

outdated and thus disregard the changes in the environment. Some of the statutory

regulations are very old and have not been amended to suit the changes in tile

environment. The Education Act Cap. 211 enacted in 1980 has not had any major

changes to date. The Government has had to do with some manuals that are made to
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help infuse the changes affecting the education system. This has been evidenced by

the financial management manuals issued in \99\ and 2007 to be used in the tertiary

training institutions.

The auditing and inspection of the tertiary training institutions have been undertaken

in most institutions. This scenario has been happening only once a year in almost all

the institutions. A few of the institutions carry out their audit half yearly. The auditing

of the private tertiary training institutions is more frequent than that done in public

institutions. The authority to carry out the audit is normally obtained from the

managers of the institutions. The government institutions obtain the audit instructions

from the Ministry of Education through the directorate of inspection. QASO officers

and inspectors can visit the institutions at any time of the audit. In the private sector,

the auditors are agents of the government when there is a serious issue to be

investigated although in the normal circumstances, they are sent by the investors or

the directors of the institutions.

In all the institutions, it has been observed that the inspection and audit is not

adequate and at times very costly. This leads the institutions to avoid the exercise. It

was also observed that the auditors may be seen to interfere with the normal schedule

of the staff when they seek assistance in form of audience and certain documents.

Avoiding the auditors and the inspectors makes the institutions to loose lots of money

or incur unnecessary costs which. could be avoided through a thorough and frequent

audit and inspection.

Private audit is not embraced. because it is said to be very expensive to the

institutions. It also takes more time because they are said to be more thorough in their

work. Record keeping is the main activity of most cash office workers and it takes

great deal of their time. Many records are maintained by the tertiary training

institutions as stipulated by the various manuals and the Education Act Cap.2II. The

vouchers recording were seen to have varied entries. This means that they are not

58



done the same way by all the institutions. The other problem was the lateness in

meeting the deadlines to prepare the documents as stipulated in the statutes and other

staff lacks the skills necessary to maintain the documents. It was observed that this

authority and this leads to mismanagement of the institutional

finances.

It was observed that all the major financial decisions are normally passed by the

Board of Governors as the senior most authority in each public institution. The

private institutions have Board of Directors or boards that manage the finances. The

boards are representatives or agents of the Minister for Education or the respective

ministries and the investors in the institutions. They allocate institutional finances to

the specific projects depending on the needs of the institution as stipulated in the

financial budgets.

It has been observed that the main source of finance in the institutions is the school

fees paid by the learners. The amount of fees per student and per activity is

determined by the institutional management which is the government in the public

institutions and board of directors in the private institutions. The total fees collection

is dependent on the number of students enrolled in each institution. The management

of the fees is regulated by the provision on how the fees are collected and utilized in

the institutions. The fees collection procedures have greatly improved because most

of it is collected by cheques and no cash is accepted in the institutions. The students

are only required to present the deposit slips to the institutions.

The other sources of the finance include farming, part-time or production units'

income, donations and grants from the sponsors. Grants are a common source in the
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public institutions where the institutions need to develop fixed assets such as

buildings. Donations from the well-wishers are normally rare and small in the

amount. The production units which are functional and in fact have a substantial

source of the finances are very few. The main production units that have been

productive enough are the tuition classes to the part time-learners. The other area that

is productive is the rearing of the animals for milk and farming cereals used in the

institutions.

Some of the institutions have rental houses provided to the staff. The rent collection is
1

normally not up-to-date and many staff has outstanding balances. This means that

much of the rent to be collected is not well planned for. The institutions also hire out

the facilities for seminars, workshops and meetings where they earn some money.

The decision on the expenditure of the internally collected income is left solely to the

principal and the teachers. The greatest expenditure in the institutions goes to the

feeding, building and payment of the subordinate staff. This means that much of the

financial management or the controls are in regard to the expenditures.

Any mismanagement 6fthe fiftaftees is heavily ptlAisheclas stipttlatecl iAthe TSC Aet,

Education Act and the TSC code of regulations which have been availed to all public

various institutional boards and they also prescribe heavy penalties in conjunction

with the police.

5.2 RECOMMENDATIONS FOR POLICY

To improve the financial management practices in the tertiary training institutions, the

researc er as sugges e 0 owmg:

--------+cl )r--tT-he--impecti<m--ar.ld-audit-o£..all-the...institlJtionsbemade more frequent so

as to have an easier follow-up and to avoid accumulation of too much

work to be audited and inspected.
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2) The inspection and audit should be carried out by well-qualified officers

who have been adequately trained and authorized. The principals should

not be allowed to inspect their own work especially in the private

institutions.

3) The maintenance of the various records in the institutions should be

updated promptly and any standardized format, division of labour and

layout of the working area in the finance department be improved. This

will enhance efficiency and standards in the financial management.

4) The rules and the regulations including the statutes should be updated or

amended in order to enhance their enforceability.

5) The boards of directors or the boards of governors be made directly

accountable and responsible in the financial offences in the institutions.

This will ensure closer supervision in the financial activities in the

6) Payment in cash form though greatly minimized should be completely

eliminated where necessary. This will reduce tempta,tion to spend the cash

available to the institutions.

7) The institutions' management especially the public institutions should be

encouraged to look for alternative sources of income to supplement fee

income. This will enhance the financial capability and thus aevelop ana

boost financial resources in the institutions.

8) The institutions should be encouraged to install automated financial

management systems that will enhance the speed and accuracy of

documentation. This also reduces cases of financial mismanagement in the

institutes.

9) Due to the fee income being the main source of the institutional income,

there should be improved marketing that will increase the enrolment in the

various courses leadingto improved fee income. The debt in fee collection
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should be connected to examination results so that results are released
only after fees are cleared.

10) All the financial expenditure be done in advance and the planning should

involve all stakeholders including the sponsors ofthe various institutions.

This gives the financers the opportunity to own the expected expenditure.

11)Consequently, it has suggested the setting up of a uniform and sound

financial policy framework for the education and training sector. The

results of the study are useful in streamlining existing financial

management practices in the tertiary training institutions.

5.3 SUGGESTIONS FOR FURTHER RESEARCH

I. This study investigated financial management practices m tertiary training

institutions. A similar study should be done on primary and secondary training

institutions.

__ ~ ,_----.-<~~.etudy-.teCommends that.all.institutinns hculd.he.inspected.and.audited.more _

regularly. A study on inspection and audit of private training institutions can be
done.

III. This study has investigated financial budgeting in tertiary training institutions. A

similar study can be done on budgetary allocations in private training institutions.
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APPENDIX I

TERTIARY TRAINING INSTITUTIONS IN NYERI NORTH AND SOUTH

DISTRICTS

I. Kiganjo Police Training College

2. Saint Theressas Secretarial and Computer college

3. Mathari School of Nursing

4. Kimathi University College of Technology

5. Kenya Institute of Management

6. Nairobi University College of extra-mural studies

7. Kenya Methodist.University- Nyeri Campus

8. Nyeri Technical Training Institute

9. Mountain Top Training Institute

10. Rware College of Accountancy

11. Pinnacle College of Professional Studies
,

12. Kenya Farmers Agricultural Training Institute

13. Kenya School of professional Counseling

14. Cathedral Computer & Secretarial College - Nyeri Diocese



APPENDIX II: QUESTIONAIRES

A) QUESTIONNAIRE FOR THE CASH DEPARTMENT

3.

2.

4.



Corporate governance

4. What staff qualification are required to work in your department? Tick as appropriate.

Degree D Diploma D CPA D Others .

5. Who authorizes the audit inspection of the books of accounts? Choose one.

Principal 0 BoG D Government D Others D .
6. Which financial standards are required to be observed? Tick as appropriate.

IFRS/IAS D Purchasing & Supplieu Others .

7. Specify the financial objectives in your department. Tick one.

i.) Timely (). ii.) Accuracy (). iii.) Properly recorded ()

Others .

8. Briefly explain the main steps followed in fees collection .

...... •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •. •.: .
9. Give the various financial management decisions to be made by your office. (Tick)

a) Budgetary decisions. ( )

b) Sources of finance. ( )

c) Capital expenditure ( )

d) Amount of liquid money maintained. ( )

e) Staff deployment. ( )

f) Salary level. ( )

g) Other: .

..........................................................................................................

10. a) Does the BoG approve financial decision in your office? .

b) If yes, who signs? (Tick) i.) chairman when: .

ii.) Principal. when: .

iii.) Others when: .

iiooo,_11
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II.Name a few financial management disputes in the institution?

DISPUTES/CASES ACTION TAKEN/ SOLUTION

a) Fees payment

b) Misapplication of money

I 1
c) Over expenditure

d) Loss of money

e) OTHERS:

12. The institute has a strong financial management practice/system. Do you agree?

Strongly agree 4 0 agree 3 0 disagree 2 0 strongly disagree 10

Auditing and inspection

13. How often are the books of accounts audited or inspected? Tick as appropriate.

Once a ye B hal ;}'earLy- B monthly B quarterly BJlthers-.-.-~-~-~~~~.~---~

14. Who does the audit and inspection of the books of accounts? Specify.

Internal auditorD External auditor D Principal D Others .

.... .....•.......................................... ............................• ..•......•............ •..... ..

............................................................................................................

.....................................................................................................
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15. Which kind ofinfonnation is requested by the audit inspectors? Specify.

i) Purchasing procedures ( )

ii) Authorization procedures ( )

iii) Past recommendations by the auditors ( )

iv.) Changes in the institutes ()

v). Others .

- ..~.~......•••.•••••.•...•.•.•..... ~...........................•.•..............•...•.••••.•••.•.•..•.
.................................................................................................................................

16. Do you ever involve private inspectors to audit your books of accounts? State why?

YesDwhy? NoD why? .

17. Enumerate the benefits of financial inspection or audit in your department. (Tick)

a) Prevention of errors ( )

b) Discovery of fraud ( )

c) Technical assistance ( )

d) Others .

.................................................................................. , .

Records keeping

18. Specify the documents and content inspected by the auditors.

DOCUMENT TICK CONTENT
(-.J)

(please be brief)

a. CASHBOOK

b. VOUCHERS
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c. FEES REGISTER

d. ASSETS-REGISTER

e. INVOICES

f. DEBTORS LEDGER

g. PAYROLL

h. OTHERS:

19. What type of accounting information is automated in your organization? (Tick)

a) Registers generation. ( )

b) Invoice preparation. ( )

c) Money transfer. ( )

d) Others: Specify.



Budgeting the financial activities

20. List the sources of finance other than fees collected .

.................................................................................................................

...............................................................................................................

.............. ...•.................................... .. ,. .

..................................................................................................

21. Other than salary and wages, how are the non-teaching staffs rewarded?

.r "., ...........•............ ··.·····.······· .. ···· .

22. Explain the procedure for managing imbursement of expenses?

23. How is the cash imprest system maintained? Tick appropriately,

I. Write a requisition and attach the receipts. ( )

II. Check on the limits and authorization of the expenditure by the accountant. ( )

III. Seek payment authorization from management. ( )

IV. Record the amount paid as appropriate. ( )

V. Other .

Thank you.



B) QUESTIONNAIRE FOR MANAGER !PRINCIPAL OF THE INSTITUTIONS

This questionnaire is for academic purposes only. Please be honest.

1. a) Qualification .

c) Experience .

b) Designation .

d) Department/Unit.. .

Corporate governance

2. How do the following financial management challenges face your institute?

a. Conflict on source of authority .

b. Recording of sources and expenditure of finances .

c. Meeting the audit and inspection requirements .

d. Unbalanced budgets .

e. Number of disciplinary measures .

Others: .

3. The security of liquid money is maintained in the institute by the following? (Tick)

t. Using of physical security measures such as locks and safes. 0
II. Adoption of advanced technology in cash transactions. .D

Ill. Avoiding cash payment and receipts. D

IV. Frequent job rotation. 0
v. Restricted entry in cash handling areas. 0

VI. Others. Please specify .

................................................................................................................

............................................ ' .

4. Who authorizes expenditure and investment of institutional finances? (Tick)

Directors/Principal D BOG D HooD Others:

.......................... ,.. ~ " .

.......................................................................................................

5. How are the stakeholders involved in financial management decisions?

...................... ~ ,. '" '" ..'". '" .'" ..'" '" '" .

..........................................................................................................
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6. Explain financial management practices that lead to disciplining staff in the institute?

DISPUTES/CASES

a. Non-banking of payments/cash/cheques.

b. Misapplication of money.

c. Over expenditure.

d. Loss of money.

e. OTHERS:

Records keeping

7. List the main financial sources, records kept and uses of finance !n the institute.

SOURCE RECORDS USAGE

a. Grants Ledgers

b. Fees Fee register

c. Rentals Tenants account

d. Donations Ledgers

e. Others: speci fy.
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8. Which financial records are maintained for audit purposes? Tick as appropriate.

DOCUMENT T1CK('-i) CONTENT (please be brief)

a. CASHBOOK

b. VOUCHERS

c. FEES REGISTER

d. ASSETS-REGISTER

e. INVOICES

f. DEBTORS LEDGER

g. PAYROLL

h. OTHERS:

9. Does your organization have a procurement procedure?

If yes, 0 Please provide a sample. Ifno,D state why?

................•........................ ,. .

............................................................................................................

•.•.•.•.•• • ,*" •.•.•.•.•.•..••.•..••••.•.•.•.•.•.•.•..••.•.•.•.•.•.•.•.•..••.•.•.•.•.•..••.•.•.•.•..••..•.••..•.••..••..•.••.•.•.•.•.•..••.•.•.•..••.•.•..••.•.•.•.•.•.•..••.•..••..•••

.......................................................................................

74



Auditing and inspection

10. Explain how financial audit and inspection are done in the institution.

1) .

2)

3)

4)
5)

Budgeting for financial activities

11. Determinants of the amount of fees paid by the students include: (Tick)

I. Level of study. D
11. Number of subjects. D
III. Area of study. D
IV. Government regulations. D
v. Others (specify) .

12. How do the departments conduct finance projections? Tick as appropriate.

a. Based on past expenditure. 0
b. Based on future expectations. D
c. Depending on current economic circumstances. D
d. Other considerations: .

13. What determines the subordinate staffs' remuneration? Tick as appropriate.

a. Job group. 0
b. Experience. D
c. Ranking. 0
d. Number of tasks completed. D
e. Number of hours worked. D
f. Others:
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14. What are the major financial plans for the institute? State how you intend to finance

them.

15. Explain how the institute meets its budget targets?

16. How satisfied are you with the financial management practice in your institute?

(Tick as appropriate).

Very satisfied (4). 0 Satisfied (3).0 Dissatisfied. (2)0 Very dissatisfied. (I) 0

Thank you.

76



C) QUESTIONNAIRE FOR THE HEADS OF DEPARTMENTS/SECTIONS

This questionnaire is for academic purposes only. Please be honest.

l. a) Qualifications...... b) Experience .

c) Designation .. c) Department .

Corporate governance

2. To what extent does your department use the following regulations and guidelines in

its financial expenditure? (Tick as appropriate)

Ministers orders. Education Act. BoG guidelines. Professional regulations.

o 4 D3 02 01
Others: .

3. Explain financial management problems experienced in your department including:

a. Non-banking of cash/cheques.

b. Misapplication of money.

c. Over expenditure.

d. Loss of money.

e. OTHERS:

, 4. What is the procedure for purchasing items and services for the department?

................................................................................. ~ .

77



Auditing and inspection

5. a) How often are the financial records in your department inspected? (Tick one)

Once a year D half yearly D monthly D quarterly D others .

b) Who authorizes inspection? .

Records keeping

6. Are the following financial records a feature in your department?

DOCUMENT/CONTENT TfCK(V)

1. CASHBOOK

j. VOUCHERS

k. FEES REGISTER

I. ASSETS-REGISTER

m. INVOICES

n. DEBTORS LEDGER

o. PAYROLL

p. OTHERS:

7. Are the following financial accounts operated in your department?

Cash account. D Farm account.D Creditors account. D Others: .

.....................................................................................................



Budgeting for financial activities

8. What financial plans do you have for the department in the coming year?

9. What are the main financial sources to the department?

10. The institute has a strong financial management practice. Do you agree?

Strongly agree 0 agree 0 disagree 0 strongly disagree 0
432

Thank you.
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APPENDIX III: OBSERVATIONAL SCHEDULE

DEPARTMENT FINANCIAL MANAGEMENT REMARKS
OR SECTION PRACTICES

ADM INISTRATION

ACCOUNTING

AUDITING

QUALITY
ASSURANCE

- -- f--- --

TRANSPORT

PERSONNEL


