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ABSTRACT
The study intended to establish the impact of budgeting performance of Local Governments with
a case study of Rakai District Local Government.
The study specifically sought to address four objectives namely:
1.

To examine the impact of planning on financial performance of Local governments in
Uganda.

11.

To identify and compare the proportions of financial resources approved for the specific
sectors for Rakai District local government in 2014/15 and 2015/16

111.

To examine the effect of forecasting on financial performance of Local governments in
Uganda.

1v.

To examine the relationship between budgeting and financial performance.

It was also found that average performance of Rakai District Local government budget

performance was 80.81 % for the financial year 2014/15 while the average budget performance in
2015/16 was 85.3%.

The major challenges facing Local Governments in full budget absorption were found to be both
internal (such as capacity and administrative issues) and external (including amount of funding,
time ofrelease of funds, demand vs. supply, and infrastructural challenges).
It was finally concluded that Rakai district local government is a fairly credible budget performer

and therefore implementer of social services on behalf of the central government but there is
need to vigilantly deal with the challenges that lead to under performance on a wider and detailed
scope.
Several recommendations were made largely suggesting productive and effective liaison between
local Governments and their funding agencies to deal with the challenges as a team.
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CHAPTER ONE
GENERAL INTRODUCTION
1.0 Introduction

This chapter highlights the background, problem statement, objectives, research hypothesis, and
scope of the study and the significance of the study.
1.1 Background of the study

A budget is a detailed annual plan of how much revenue the Local government will raise and
how that revenue will be spent in line with the Local government objectives, needs and priorities
(Kitale, 2008).
Budgeting is a process of determining the future revenue of a Local government for a given
period (say one year) and then allocating that revenue between the Local government needs and
priorities (Local government Act, 1997). The process of budgeting should go hand in hand with
the planning process. Local government budget and plans need to reflect priorities and objectives
set out in national policy plans and budgets (Local government Finance And Accountability
Act,1998).
Therefore, a budget is a central policy document of government, showing how it will prioritize
and achieve its annual and multi-annual objectives. Apart from financing new and existing
programs, the budget is the primary instrument for implementing fiscal policy, and thereby
influencing the economy as a whole. Alongside other instruments of government policy such as
laws, regulation and joint action with other actors in society the budget aims to turn plans and
aspirations into reality. More than this, the budget is a contract between citizens and state,
showing how resources are raised and allocated for the delivery of public services. Such a
document must be clear, transparent and credible if it is to command trust, and to serve as a basis
of accountability.
There are basically two very common types of budgets in every organization, whether (private of
public) and these include the capital and cash budgets. This does not in any way negate the
importance of other forms of budgets, as every organization has its own way of classifying
1

budgets, such as (the preparations of) sales budget, production budget, general budgets,
administrative budget, research and development budgets among others. These budgets could be
short term, intermediate or long term.
The capital budget indicate the amount of funds that an organization or governmental agency
will devote to capital project for a specific period of time. It details the projects assets and
activities in which an organization will invest these outlays and it answers several fundamental
questions such as: What are the long-term asset needs of an organization? What capital funds
will an organization required in periods/years ahead in other to remain a going concern. The cash
budget on the other hand is a detailed financial forecast presented in a schedule showing cash
flows (inflows and outflow) for an organization, over a specific period of time.
According to the Local government Finance and Accountability Regulation Act (1998), the
Local government planning and budget cycle has to fit into the national planning and budgeting
cycle. All Local governments operate a uniform recun-ent and development budget structure
which consists of:
Recurrent budget: This gives allocation to the sectors for consumption expenditure for example

construction of health centers.
Development budget: This gives allocations to the sectors for development expenditure.
Revenue budgets: These show all Local government revenues itemized to the sources of revenue

for Instance local revenues, donor funds.
A Local government refers to an administrative authority over an area that is smaller than a state
(Ashaasha, 2010). The term is used to contrast with offices at nation-state level, which are

refen-ed to as the central government, national government, or (where appropriate) federal
government. "Local government" only acts within powers delegated to it by legislation or
directives of the higher level of government.
The system of Local government in Uganda is based on district, as a unit under which there are
lower Local governments and Administrative Units. These are spelt out in Section 4 and 46 of
the Local government Act, 1997:
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Local governments in district rural area are; district council and the sub county council, the local
government in the city are the city council and city division councils, the local government in a
municipality are the municipal council and municipal division councils and the local government
in town is a town council. (kitale,c (2008)
Division is equivalent to a Municipality. A Municipal Division and a Town Council are
equivalent to a Sub-county. However, Section 80, local government Act, 1997 provides that
Urban Local governments shall have autonomy over their financial and planning matters in
relation to the District Councils but their plans shall be incorporated in the District Plan.(Local
government Act 1997.)
Every Local government is a body corporate with perpetual succession and a common seal, and
may sue and be sued in its corporate name and may be, subject to rights enjoyed or suffered by a
body corporate (Section 5[1] Local government Amendments 2001).
Local government budgets and work plans are associated with a number of problems which
include the following:
The process has to be consultative and participatory which takes a lot of time; Unrealistic
revenue estimates; it is not easy to convene a full council at the centre of the process so as to
avoid monopolized and biased prioritization and expenditure choices; Under-funding from the
central government leading to re-allocation of resources.
Local government systems in Uganda also face a number of challenges in their implementation
of work plans and budget and these include: abuse of office, corruption, incompetence of
councilors and failures to implement lawful council decisions.
Being one of the relatively poor districts in Uganda with a big and increased population, Rakai
District has challenges of providing satisfactory services to the large public with its main funding
from the central government.

1.2 Problem statement
In Uganda today, there is a lack of performance oriented budgeting, which promotes target
setting as well as proper performance evaluation. Besides, there is a poor data and accounting
3

culture, which allows for system leakage and corruption. This situation necessitates the need to
develop models for effective control and performance evaluation criteria. Control and
performance evaluation potential can be better understood by recognizing the importance of
good governance and a sound public sector in the national economy.
Budgeting motivates managers and employees by providing a useful yardstick for evaluating
performance. Budgets provide useful information for superiors to evaluate firm performance and
inform on financial allocation strategies across various components of the government. (Evans
Obara Onduso, 2013)
No public sector can afford to overlook the importance of clearly defining its objectives and
priorities, assessing performance against well-defined benchmarks, and changing the
bureaucratic culture into one that stresses client service and achievement of results ... rather than
an imposed requirement of donor agencies, evaluation now becomes a key instrument of good
governance and institutional development within the country. We all have responsibility to make
sure this function is nurtured and supported.
An assessment of the budgeting process in the public sector leaves much to be desired. The

practice today is that a certain percentage is added to previous period's budget to arrive at current
budget figures without reference to the environmental inhibitions being encountered or the
realities of present day situation. The budgets are centrally prepared and the result passed down
the line for all and sundry to implement without questions.
One of the emerging issues in today's globalized world is that mangers are planning for the
future of their organizations in an environment where changes in conditions are experienced at
frequent intervals. The value of currencies rise and fall, prices of input materials suddenly
fluctuates and there are generally structural imbalances and rigidities in the global economic
systems. Amid these conditions, management must make comprehensive appraisals and take
critical decisions about the future of the organization in other to remain a going concern and
result oriented.
According to Lambe (2014), one of the effective ways to prepare for changing conditions is to
provide a frame work that contains specific plan that is sufficiently flexible to adapt to
4

unanticipated changes. A comprehensive process of providing such frame work is known as
budgeting. It involves the setting of targets, and effectively monitoring of actual performance
against those budgeted.
All organizations require for their successful operation and · continuity in business, effective
financial planning and control. Budget represents planning and control devices that require
management to anticipate changes and adopt them. Business operations in today's economic
environment are complex and are subject to heavy competitive pressures, and as such different
kinds of changes take place. The state of the fluctuations in the economy in turn affects different
industries in a number of ways.
Local government is a conduct through which the central government provides basic public
services. The Local government should introduce new local taxes in order to increase on the
funds which improves and boosts its financial performance. The central government has made
several efforts to improve the budgeting practices in Rakai District. It has carried out budget
conferences, seminars and workshops to enable staff to improve its budget formulation and
implementation. It has also recruited well qualified and experienced staff in Rakai District.
Despite of the central government efforts, there is still poor financial performance due to poor
budgeting, limited funds from the central government and low local revenue raised. The situation
if left unchecked could lead to further financial complications. This raises curiosity and hence
the need to investigate whether the poor financial performance of Rakai District is due to poor
budgeting.

1.3 Purpose of the study
To examine the impact of budgeting on performance of Local governments in the delivery of
public goods and services
1.3.0 Specific objectives

v.

To examine the impact of planning on financial performance of Local governments in
Uganda.
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v1.

To identify and compare the proportions of financial resources approved for the specific
sectors for Rakai District local government in 2014/15 and 2015/16

v11.

To examine the effect of forecasting on financial performance of Local governments in
Uganda.

viii.

To examine the relationship between budgeting and financial performance.

1.4 Research questions
1.

11.

What is the impact of planning on financial performance of Local governments?
What are the specific proportions of budget resources approved for the specific sectors
for Rakai District local government in 2014/15 and 2015/16?

111.

How does forecasting affect the performance of Local governments?

1v.

What is the relationship between budgeting and financial performance?

1.5 Scope of the study
1.5.0 Geographical scope

The study was conducted in Rakai District at the head quarters in Central Uganda. Rakai district
is located in the southern part of Uganda. It borders Tanzania and it is approximately 200 kms
away from Kampala city capital of Uganda.
1.5.1 Subject scope

This study focused on the role of budgeting as a control tool for service delivery in Rakai district.
The independent variable in this case was budgeting and the dependent variables were;
performance, achieving organizational goals, efficiency and ability to perform. Respondents
were the employees, department heads, team leaders and staff of Rakai local government.
1.5.2 Conceptual scope

The exercise examined the importance of proper and planned budgeting, financial management,
challenges faced in budgeting and the impact of budgeting on performance of Local governments
in Uganda.
6

1.5.3 Time scope
The study was carried out from April 2016 to May 2017 and it put more emphasis on the past
one year. This is intended in order to make valid conclusions.
1.6 Significance of the study
The result of the study will provide the following values.
1. The study will provide up-to-date information regarding the major challenges faced by Local
governments in the full and effective absorption of approved budgets for the specific
amounts of goods and services under the distinct sectors i.e. Education, health and
agriculture.
2. The study will provide tailor made recommendations to assist Local governments improve
their performance regarding budget allocations and expenditures in the distinct sectors in
their respective areas of jurisdiction.
3. The study will provide foundation for further research regarding budgeting and expenditure
in Local governments at district level.
1. 7.0 Conceptual frame work
The framework below was used to study how budgeting is practiced in Rakai district. It further
pointed out the fact that budgeting is an appropriate tool to the supervisors and managers in
execution of duties and responsibilities of Rakai district. Budgeting is important in stimulating
employee performance that was manifested in the increased execution of duties, meeting
deadlines, increasing teamwork and consequently achieving district goals.
Budgeting involves staff in decision making polices at each level and their views are respected
before the decision relating to the budget is made. This increases efficiency and motivation
among workers which contributes to the town council goals in the long run. Training in form of
education of employees and company policy towards its employees will also play a greater role
in their effective budget implementation.

7

1.7.1 Dependent Variable
The dependent variable is the variable of primary interest to the researcher. In other words, it is
the main variable that lends itself for investigation as a viable factor (Sekaran, 2003). As regard
to this study, performance is the dependent variable (DV) and will be assessed by looking at
liquidity performance, fund flow performance, customer satisfaction and fixed asset
performance.

1. 7.2 Independent Variable
An independent variable is the one that influences the dependent variable in either a positive or
negative way (Sekaran, 2003). It is also called the explanatory variable or predictor variable. In
this study, an independent variable (IV) is budgeting practices Thus, IV is assessed by looking at
how it influences forecasting, planning and control. The figure below elaborates the variables.
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Figure 1:0 Conceptual Framework
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CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction
This chapter presents the relevant related literature regarding the variables in the study critically
examining and comparing the various findings alongside assertions and empirical findings as put
forward by various authors, writers, government bodies about the relationship between budgeting
and financial performance of Local governments in Uganda.
The study in this chapter still provides information to the researcher which helped him in
analyzing other researcher's ideologies about budgeting and financial performance of Local
governments in Uganda. It also gave definitions of the budgeting, a budget, importance of
budgeting , budgetary control, reasons for budgeting, problems associated with setting budgets
and the relationship between budgeting and performance.

2.1.0 Budgeting
Lambe (2012) writing on Budgeting and Planning aptly defines budgeting as a comprehensive
and coordinated plan which is packaged by the management of an organization, and expressed in
financial terms for the operations and resources of an enterprise for some specific period in the
future. The Institute of Cost and Management Accountants ( 1999) put the concept of budget in
perspective when they defined a budget as, a plan quantified in monetary terms prepared and
approval prior to a defined period of time, usually planned income to be generated and
expenditure to be incurred during that period and the capital to be employed to attain a given
objective.
Charles T. Horrigen (1972) in his book Cost Accounting: A managerial Emphasis third edition, a
budget is defined as a quantitative expression of plan of action and an aid to coordination and
implementation. Budgets are formulated by organizations as a whole or for any sub unit. He
stated (page 121) that an overview of the entire network of organization decision and its
comprehensive view is expressed in the form of a master budget that encompasses and
summarizes the impact of all operating and financing decisions on income, financial position and
cash flow within the organization.
10

Charles T. Honigen(l972) pointed out budgets are designed to cany out a variety of functions:
planning, evaluating performance, coordinating activities, implementing plans , communicating,
motivating and authorization and ceiling for management actions. The master budget serves as a
total decision model for top management and therefore, decisions about strategies for
forthcoming period may be formulated and altered during the budgetary process.
Ainsworth and Deilnes (2007) defined a budget as a plan for the future expressed in quantitative
terms. They also refe1red to budgeting as a process of expressing a company's goals and
objectives from its balanced score and perspective in quantitative tenns and therefore it is a
critical part in the planning process. They said that business organizations and individuals need
budgets for future activities.
Budget periods according to Lambe (2012) are the timeframe within which the contents and
frameworks of budgetary provisions are brought into realities, considering that a budget itself is
an action plan, structure into quantitative terms for efficient and effective implementation and to
support long term strategic decision making. Budgetary periods can span over wide ranging
periods of time, ranging from few hours to several years, depending on the nature of the budget.

2.1.1 Proportions of financial resources approved for the specific sectors for District Local
governments
According to UNCCD (2007), the government of Uganda approved distinct proportions of intersectoral budget resources to the specific sectors of Local governments for delivery of services to
the public. For instance, government approved 42% of the total budget for Local governments to
primary education, 29.5% to primary health care, 4.9% to agriculture extension, 2.9% to
functional adult literacy, 17 .9% to road maintenance, 1% to community development and 1.2%
to natural resources.
A closer analysis of the above allocations to the inter-sectoral budget allocations reveals that
primary education, primary health care and road maintenance consume relatively sizeable
proportions of the Local government budget in comparison to other sectors. In almost all cases,
the government funds over 97% of the district Local government budgets while other funding is
drawn from local revenue and donations.
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2.1.2 Reasons for budgeting
According to the Local government finance and accountability regulation Act 1998, the Local
government must produce a budget because:
o

It has scarce resources which are not sufficient to carry out all its programmes and projects

o

It is a legal requirement

o

To identify and disclose sources of income

o

To requisition for funds to implement approved programmes so that a particular
programme does not encroach on the resources of others

o

It is a requirement of good governance and a political tool that provides overall guidance

o

It is an information/communication tool for both the central government and donors

detailing how transfers from them to Local governments were utilized and whether
compliance with donor and national objectives is being observed.
2.1.3 Pre-Conditions for Successful Budgeting
According to Luthas, C ( 1998) Local government budget must meet the following conditions.
o The preparation process has to be consultative and participatory in order to ensure
ownership to both process and approved budget
o A systematic process of prioritization of programmes and expenditure which is based on
informed choices must take place
o Planned outputs, activities and expenditure allocations m the annual work plan and
budget estimates must realistic and achievable
o Realistic revenue estimates
2.1.4 Importance of budgeting

According to Ian Marcouse Surridge, Andrew Gillespie (2008), the following are the importance
of budgets.
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o The budget ensures that no department spends more than the organization's expects,
thereby preventing financial resource wastage.
o It provides a yardstick against which a manager's success or failure can be measured and
awarded.
o Budgeting can motivate the staff in the department. If budget figures are used as a clear
basis for assessing their performance, it becomes clear to staff what must be achieved in
order to be considered successful.
o Budgets coordinate the activities of the entire organization.
o Budgets define goals and objectives that can serve as a benchmark for evaluating
subsequent performance.
Some other importance of budgets as provided by Dogara (2014) include the following
o Estimating the cost of distribution and general administration for the budget period.
o Helps in determining the financial resources available, such that any additional funds
needed must be anticipated and planned for.
o The budget emphasizes that all division of a company work toward a common goal. It
demonstrates clearly that only when the efforts of all people in the divisions of the
company are directed properly, can goals be achieved.
o Budgeting perform control functions, since it is a plan of operation for a definite period in
the future.
o Operational activities throughout this period in question are controlled by working within
the framework of the budget. As such it becomes easy to track deviation and corrective
measures are taken appropriately, thus budgeting promotes efficiency and prevents waste.
o Budgeting has the benefit of forcing management to investigate important factors before
a balanced progress can be mapped out.
o It assists in estimating the cost of production for the budget period and this involves
studying and forecasting material costs, labor costs and overhead costs.
o Budgeting results in more rational use of the firm's resources and facilities. Management
can make more accurate estimate of future labor and capital requirements. This
contributes to the welfare of workers as well as the employee since it tends to stabilize
the demand of their services.
13

2.1.5 The Criteria for Successful Budgeting Process
According to the Local government Act 1997, local council budget must be prepared m
accordance to the following criteria.
o

The full council must be at the centre of the process so as to avoid monopolized and biased
prioritization and expenditure choices

o

Sufficient time must be reserved for participation and dialogue between relevant
stakeholders and for public hearings

o

Councilors must be provided with well-arranged and accessible budget material that gives a
clear financial overview of past financial and output performance and the current and
anticipated financial position of the council

o

Clear linkages between plans and the budget, including recurrent cost implications of
capital investments and development projects must be catered for

o

Possible scenarios and the consequences of different choices have been provided as a basis
for political discussion and decision making.

2.1.6 Implications for late or no budget
According to the Local government Act (1997), the budget is a legal requirement with a legal
deadline. Section 83(iv) of the Local government act requires that a Local government must pass
its budget not later than 15 th June.
The budget is central to effect implementation of Local government programmes. The reading
and subsequent approval of the budget and annual work plan by the council is a pre-condition for
disbursement of central government transfers.

2.2.0 Financial Performance
Benson, W.N, & Davidson, W.N (2010), financial performance is a substantive measure of how
well a firm can use assets from its primary mode of business and generate revenues. This term is
also used as a general measure of a firm's overall financial health over a given period of time and
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can be used to compare similar firms across the same industry or to compare industries or sectors
in aggregation.
Brammer. S & Millington, A. (2008), defined financial measurement as any of the many
different mathematical measures to evaluate how well a company is using its resources to make a
profit. Common examples of financial performance include operating income, earnings before
interest and taxes and net asset value. It is important to note that no one measure of financial
performance should be taken on its own. Rather, a thorough assessment of a company's
performance should take into account many different measures.
Bouslah, K. Zali, B. Turcotte, M. & Kooli, K.(2010), Financial Performance in a broader sense
refers to the degree to which financial objectives being or has been accomplished and is an
important aspect of finance risk management. It is the process of measuring the results of a
firm's policies and operations in monetary terms. It is used to measure firm's overall financial
health over a given period of time and can also be used to compare similar firms across the same
industry or to compare industries or to compare industries or sectors in aggregation. Firms and
interested groups such as managers, shareholders, creditors and tax authorities look to answer
important questions like:
\Vb.at is the financial position of firms at a given point of time?
How is the financial Performance of the firm over a given period of time?

2.2.1 Financial Performance analysis
Benson, W.N and Davidson, W.N (2010), financial performance analysis includes interpretation
of financial statements in such a way that it undertakes full diagnosis of profitability and
financial soundness of the business. The financial analyst program provides vital methodologies
of financial analysis.

2.2.2 Areas of Financial Performance Analysis
Barnett, M.L, and Salomon, R.M (2007) financial analysis often assesses the firm's production
and productivity performance (total business performance), liquidity performance, working
capital performance fixed asset performance, fund flow performance and social performance.
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Various financial ratios analysis includes working capital analysis financial structure analysis
activity analysis profitability analysis.
2.2.3 Significance of financial performance measurement
Barnett, M.L (2007), the interest of various related groups 1s affected by the financial
performance of a firm. The type of analysis varies according to the specific interests of the party
involved:
Trade creditors: these are interested in the liquidity of the firm (appraisal of firm's liquidity)
Bond holders: interested in the cash flow ability of the firm (appraisal of the firm's capital
structure, the major sources and uses of funds, profitability over time and projection of future
profitability.)
Investors: interested in present and expected future earnings as well as stability of the earnings
(appraisal of firm's profitability and financial condition.)
Management: interested in internal control, better financial condition and better performance
(appraisal of the firms present condition, evaluation of opp01iunities in relation to its current
position, return on investment provided by various assets of the company etc)
2.3.0 Theoretical Framework
2.3.1 The Theory of Budgeting
Hirst (1987) explains that an effective budgetary control solves an organization's need to plan
and consider how to confront future potential risks and opportunities by establishing an efficient
system of control. Shields and Young (1993) define the theory of budgeting as a detector of
variances between organizational objectives and performance. Budgets are considered to be the
core element of an efficient control process and consequently vital part to the umbrella concept
of an effective budgetary control.
2.3.2 Accounting Theory
Kaplan and Norton (1996) assert that the accounting theory is aimed towards provision of a
coherent set of logical principles that form the general frame of reference for the evaluation and
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development of sound accounting practices and policy development. Otley and Pollanen (2000)
exemplifies that the purpose in developing a theory of accounting is to establish Standard for
judging the acceptability of accounting methods. Procedures that meet the Standard should be
employed in practice of accounting. Theory has assisted in making predictions of the likely
outcome of budget action in a given set of circumstance and effect of any change in
circumstances.
Accounting theory has developed models in which Standard can be set. Management accounting
theory also provides several yardsticks to be used for control. That is variance analysis. Since
budget is an instrument of plan. It provides a framework of given feed back to the management
on the implementation of budget. When implementing the accounting theory historical data is
instrumental since this data serve as an input for making forecast. The cost accounting theory
developed by Wedgwood in the early 20th century which stresses on cost identification,
allocation and revenue maximization has provide a basic insight and blue print in budget and
control in organization. According to Hopwood (1976), the matching concept in accounting also
plays a role as reference issue in budget analysis.
2.3.3 Budgetary Control Theory
According to this theory, a good budgetary control system must be able to address the efficiency
and effectiveness of the organization's expenditure. A good budget is determined by the level of
income of the organization (Robinson, 2009). Sawhill and Williamson (2001) argue that budgets
can be used an indicator of the performance of the ruling government. It is a statement of
whether they are competent in administering the organization and the national resources. It is
therefore essential for the organization to understand its budgeting system and give priority to
urgent matters that require attention to its control tools. In order to find out the relationship
between the budgeting system and the organizational performance, it is important for the firm to
determine the patterns of the expenditure of the organization and its performance (Phyrr, 1970).
2.4.0 External factors for poor Performance and Poor service Delivery
a) High dependence on the central government
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District Local governments are highly dependent on central government transfers. During FY
2008/9, central government transfers accounted for 94.6 percent, while donor contributions
accounted for 5 percent, and local revenues constituted only 1 percent. This level of dependency
affects the service delivery and overall performance of the district. Most grants from the central
government are conditional and therefore earmarked for specific services. Only a slight degree of
flexibility is permissible, but even so with restrictions. The unconditional grant, which is the only
grant that Local governments may use as part of their revenue, is mainly used to pay staff
salaries. In many instances, these funds are not adequate, creating a funding gap. This gap means
that the districts have to operate below the acceptable minimum personnel structures.
(Discussion with chief finance officer - Rakai District)
b) Absence of strategic development planning and Implementation targets

Almost all districts in Uganda operate using the three-year rolling DDP. The budgeting and
implementation of the plan takes the form of an annual work plan with very short-term targets set
for every financial year. There is no strategic long-term investment plan that can provide a
framework for setting long-term development targets and budget allocations. For example,
District Councils have no clearly defined targets for key sectors such as education, health, roads,
or even local revenue collection over a number of years. Indeed, the absence of long- term
strategic development targets denies the councils the opportunity to operate in a more strategic
manner and to measure their own performance on the basis of clearly defined development and
service delivery benchmarks. (Discussion with Rakai District Local government councilors)
c) Lack of Knowledge among the Electorate on the Civic Functions of the councils

There is wide civic incompetence manifested in a lack of basic knowledge by the electorate
regarding the key roles of councilors and the basic functions of the Local government system.
The electorates in most Districts have serious misconceptions on the roles and responsibilities of
councilors, and hence some within the electorate saw their councilors as people who are
supposed to bury the dead, attend local parties, and make contributions to individual and
community problems. They lack knowledge on the basic functions and duties of the council from the planning cycle of Local governments, to the rights and entitlements that the electorates
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can expect to get from their councils. This ignorance is an inhibitor for the public's participation
in planning, budgeting, and implementation of the Local government's programs.
d) Political Power without Authority over planning and budgeting

Legally and politically, Local government councils are responsible for all Local government
functions, including planning, financial accountability, and the delivery of public goods and
services. However, most district political leadership holds no controlling or other appropriate
authority to determine or direct how the funds allocated to the district are utilized. The Chief
Administrative Officer (CAO) who is the accounting officer of the district is appointed by the
central government. Additionally, the various ministries -including those responsible for Local
governments and finance -have developed a set of guidelines and procedures that limit the
involvement of the Local government councils in the management of the district 's financial
resources, including the procurement process. The guidelines and procedures enjoin the council
to oversee the use of funds by the technical agencies of the Local government, but don't permit
them to get involved in the governance of these resources. This is popularly referred to as the
"eyes on, hands off' approach to the governance of the financial resources of Local government
councils.
e) Corruption and public Service Delivery in the Districts

Findings from the 2008 Auditor General's Report revealed various forms of corruption including
outstanding administrative advances, lack of land titles, poor quality and loss of cash in districts.
During a separate investigation conducted by the office of the Inspector General of Government
(IGG) during 2007, cases of low ethical standards were exposed in districts like Luwero where
the Town Clerk of Luwero District was implicated in the payment of bribe in a bid to secure his
job. Furthermore, the IGG directed the Chief Administrative Officer to return the appointments
of two officers who were deemed to have been irregularly appointed by the DSC in a non
competitive process and thus called their positions to be re-advertised. During 2007 still, the
Luwero District records officer was detained at Central Police Station in Kampala for forging
stamps and signatures in a bid to access a loan of Ug. Shs 945000. Such occurrences undermine
the quality and efficiency of service delivery in District Local governments (Ashaasha et al,
2010).
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f) Abuse of Public Office

A special audit ordered in Luwero in June 2009 by the State Minister for Primary
Health exposed various forms of abuse of office including grave mismanagement in health
centres. During the audit, one health centre was visited Kasana and three health centres in
Bamunanika Sub County. The health centres did not have drugs including Coartem, a
recommended malaria drug that is acquired free of charge from the National Medical Stores.
Furthermore, the director for health services was not resident in the district and lived in
Kampala. The medical store at the District health unit had expired drugs while patients
complained of having to buy paraffin to light up the wards as well as having to pay for most of
the prescribed drugs.
The audit also highlighted poor monitoring on behalf of the district political leaders to whose
attention the matter was not yet known. In a separate surprise visit to randomly-selected health
centre Ills including Butuntumula Health Centre III in Katikamu County, only 2 out of 10 health
workers were on duty at 4:00pm, both of whom were midwives. This state of affairs reveals
abuse of office on the part of the technical officers in District Local governments and this
undermines performance.
2.4.1 Internal actors or poor Performance and Poor service Delivery
a) Quality of District Councilors and other capacity Issues

The quality of councilors is mainly affected by their average level of education. At the moment,
there is no minimum education requirement for anyone to hold the office of a district councilor
in many districts. In fact, councilors are not required to submit any academic papers as part of
the eligibility requirements to contest for the office of councilor. There is widespread consensus
that councilors with very low levels of education fail to express themselves during plenary
sessions, while some cannot make written contributions to any committee. The low levels of
education undermine effective debate and interaction among councilors and the highly educated
technical staff whom they are presumably supposed to supervise. Besides, the councilors
themselves do not keep coherent records of their activities and contributions.
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b) Poor record-Keeping

As noted above, councilors in many Districts exhibited poor record-keeping in relation to their
activities as elected leaders. For example although many councilors claim to have made
contributions during meetings and met with their electorate, there are no records to confirm
evidence to this effect. Some councilors do not have diaries or note books while others use loose
record options and cell phones that cannot be tendered as evidence of performance at the time of
the assessment. At the council level, it is common that while councilors claim to make
contributions during plenary sessions, many such contributions are not recorded by the clerks to
the council due to errors within.
c) Failure of councilors to provide link between electorate and the district

In a study conducted by ACODE (2007) in Luwero, it was established that many councilors are
often absent from their constituencies and leave their constituencies unattended to. It is no
surprise, therefore, that the indicators with the worst scores were 'contact with electorate' and
'attendance of lower local councils.'' This leaves constituencies devoid of political direction and
the much- needed oversight role that political leaders ought to provide. It was noted, for
example, that some councilors are engaged in businesses in Southern Sudan with little time for
their council activities.
2.5 The relationship between budgeting and financial performance

There are a number of benefits of drawing up a business budget in Rwanda including being
better able to: manage your money effectively, allocate appropriate resources to projects, monitor
performance, meet your objectives, improve decision making, identify problems before they
occur such as the need to raise or cash flow difficulties, plan for the future and increase staff
motivation (Basheka, 2007).
Basheka (2007) a study on Liberalization Policies and Management of Higher Education
Institutions in Uganda says that widely using public funds to achieve specific outcomes on behalf
of citizens is the centre to a well performing public institution. A robust financial management
regime founded on ethics and values, is the key to integrity in use of public funds, including
procurement. Transparency and therefore visibility into management and financial performance
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begins with the budget process and has to be reflected throughout key management processes
and practices to support investment decisions, asset management, procurement, and in the final
results reflected in sound corporate reporting (Basheka 2007)
In an educational environment, budgeting is a valuable tool for both planning and evaluation.
Budgeting provides a vehicle for translating educational goals and programs into financial
resource plans that is, developing an instructional plan to meet student performance goals should
be directly linked to determining budgetary allocations. The link between instructional goals
directly linked to provide instructional plan to meet student into performance instructional goals
and financial planning is critical to effective budgeting and enhances the evaluation of budgetary
and educational accountability. (Basheka 2007)
The transparency and visibility is essential to management of the entire management cycle from
expenditure planning to final results are also essential to ensuring integrity in management ,
including procurement (Basheka 2007)
Mone (2008), states that the budget had grown beyond a financial tool and its above all
managerial tools. It is the best tool for making sure that the key resources especially performance
resources are assigned to priorities and to results. It is a tool that enables the managers to know
when to review and to revise plans, either because results are different from expectations or due
The district local council and the sub-county council are established as corporate legal entities
under the Local government Act. At their respective levels, the councils are vested with powers
and responsibilities to (i) enact local laws necessary for the effective governance of the areas
within their jurisdiction; (ii) ensure accountability and transparency in the conduct of council
business and utilization of council funds; (iii) ensure effective planning and budgeting to spur
development and the delivery of public services to the local population; and (iv) monitor the
delivery of public service on priority national programmes. The score-card performance of Neb bi
District was assessed on these parameters.
Drawing from Score-Card Performance of Nebbi District Council (ACODE, 2010), the Council
scored 84 points overall, with good performance registered in council planning and budgeting
(11 out of 12),legislation(16 out of 20), accountability (18 out of 20), and monitoring service
delivery (43 out of 48). The district's good performance in planning and budgeting is attributed
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to various factors, including the existence of an approved District Development Plan (2008/092011/12), for example, as well as a Capacity Building Plan and a Revenue Enhancement Plan.
The district vision and mission statements were also displayed on the district notice board. The
good performance under the legislative role is attributed to holding council meetings on time, the
adoption of the rules of procedure, and the enactment of ordinances and motions.
As part of planning, the district council had also organized focused tours to the districts of Gulu
and Wakiso during the year under review. However, the district did not have all the requisite
legislative resources. In other words, good planning is also facilitated by availability of resources
which in turn has a bearing on the level of performance of local councils in relation to their
respective budgets.
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CHAPTER THREE
METHODOLOGY
3.0 Introduction
This chapter presents the data sources, data collection methods which include questionnaires,
face to face interviews, and observation. It also gives the procedures of data collection,
documentary records, sampling design, sample size and sampling techniques, data processing
and analysis, data quality management and the target population.
3.1 Research Design
The study was guided by a descriptive research design where both qualitative and quantitative
tools were employed to gain an inner understanding of budgeting and financial performance in
Local governments a case study of Rakai District Local government.
Qualitative and quantitative data was obtained by creating simple tables to show the frequency of
occurrence and to enable comparisons by stabling the statistical relationship between the
variables.
Qualitative data helped to draw conclusions and recommendations. It also helped in the
understanding of effectiveness and efficiency of budgeting and financial performance while
quantitative data was used to evaluate facts from the field.
3.2 Area and population of the study
The study population were the key officers at the district level, municipal/sub-county level and
parish level of Rakai district. The research was mainly be carried out at the headquarters because
it is where budgeting of the district mainly takes place.
3.3 Sampling procedure.

Simple random sampling was used in selecting the respondents from the population randomly
because Rakai district has many different levels of management. This gave every member of
Rakai district an equal chance of being selected in the sample.
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Stratified sampling was used such that respondents were selected in stratums. This helped the
researcher to get reliable information from the right group of people.
Convenience/ accidental sampling is where questions are asked to whoever the researcher comes
across. This enabled the researcher to get information from all kinds of people that is to say the
illiterate and literate people.
3.4 Sample size.
The researcher used a sample size of 80 respondents drawn from the total number of 100 people
of the entire population which comprised of 25 district staff and 10 division council members,
and 45 residents ofRakai district.
Table showing sample size of respondents
4.1.2 Age
Table 4.2 Responses according to age
Respondents

Population

Sample size

Pisltict staff

30

25

members

10

10

Residents

60

45

Total

100

80

·-

Division

council

Source: Primary data, 2017
3.5 Sources of data
The researcher used both primary and secondary data. Primary data was obtained from
questionnaires the researcher administered to officers and residents of Rakai district. The
questions were pretested to eliminate ambiguity and problems. Secondary data was obtained
from journals, publications and soft and hard copy official records. Observation, journals, annual
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reports and other records enabled the researcher to assess some observable or documented cases
of budgeting and service delivery.
3.6 Data collection methods

In order to get the required data, the researcher used the following research methods.
3.6.1 Observation method

The researcher used the observation method while carrying out the study to observe trends in
budgeting and performance. This method helped the researcher to get information required
without necessarily asking and interviewing of respondents in person.
3.6.2 Questionnaire

A comprehensive questionnaire covering all the aspects of the study variables was designed. The
first section of the questionnaire covered general information (gender, age, education, marital
status). Section B covered the questions which were set in line with the objectives of the study.
The questionnaires hat to be first pre-tested before being administered to the respondents. The
questionnaires were self administered to ease data collection. The questions were be both open
and close ended. This enabled the respondents to express their opinion about the implication of
budgeting.
3.6.3 Interview Method

Interviews with the target respondents were conducted to interview all the categories of
respondents mentioned above. A separate interview was used for the key informants. This
involved first making an appointment with the targeted respondents after which an interview
meeting between the researcher and respondents to discuss the issues concerning the effects of
budgeting the performance of Local governments.
3.6.4 Research Instruments

The researcher used the questionnaires and an interview guide as the main tools for collecting
data. The selection of these tools was guided by the time, objectives and the nature of data to be
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collected. The researcher was interested in capturing the views, perceptions, feelings, attitudes
and opinion of respondents towards budgeting.
3.6.5 Documentary Review
This involved the researcher revisiting existing literature on the study variables by reading
newspapers, journals, text books plus the already existing on internet and magazines among
others.
3.7 Measurements of variables
3.7.1 Validity of the instruments
Validity is the efficiency or the degree to which a method, a test or a research tool actually
measures what is supposed to measure. It refers to the accuracy of the research data. For this
case, the validity of the questionnaire was tested using the Content Validity Index test (CVI).
This involved item analysis carried out by the supervisors and an expert who was knowledgeable
about the theme of the study. The process involved examining each item in the questionnaire to
establish whether the items brought out what it is expected to be brought out. Item analysis was
conducted using the scale that runs from Relevant (R), Neutral (N), to Irrelevant (I).
3.7.2 Pre-testing
In order to ensure and maintain a high level of consistency in this study, the researcher did the
following: Questionnaires were pre-tested where leading questions were deleted to avoid
hostility among the respondents. Ambiguous questions made clear and irrelevant questions
deleted. The researcher used accurate questions which were closed ended questionnaires. The
questions which were set had enough space to give appropriate responses.
3.7.3 Reliability of Instruments
Reliability means the degree of consistency of the items, the instruments or the extent to which a
test, a method, or a tool gives consistent results across a range of setting or when it is
administered to the same group on different occasions. The reliability of research questionnaire
was tested using Cronbach's alpha coefficient test for its internal consistency to measure the
research variables.
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3.8 Data analysis
After collection, checklist data was edited and coded. In editing, data examined for errors and
omissions and corrected where necessary and possible. In the coding, data was organized into
categories after which, numerals were assigned to each item before entering it into the computer.
After entering using SPSS programme, the computer was used to generate quantitative results in
form of percentages, frequencies, means, averages etc. these was used in writing the report
together with the qualitative results.
3.9 Ethical considerations
It was important during the process of research for the researcher to make respondents

understand that their participation is voluntary and that participants are free to refuse to answer
any question and to withdraw from participation at any time they are choose.
Another important consideration that involved getting the informed consent from those to be met
during the research process. It involved interviews and observations on issues that may be
delicate to some respondents. The researcher had to bear this seriously in mind.
Accuracy and honesty during the research process was very important for academic research to
proceed. The researcher treated a research project with utmost care, in that there was no
temptation to cheat and generate research results, since it jeopardizes the conception of the
research.
Personal confidentiality and privacy was very important since the report had to be public. If
individuals were used to provide information, it was important for their privacy to be respected.
If private information has been accessed then confidentiality was maintained. All respondents

were therefore, re-assured of this before being involved.
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CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND DISCUSSION
4.0 INTRODUCTION

This chapter of the study presents the interpretations of data collected from 80 respondents,
shows the analyses and discusses the research findings. In this section, findings are presented in
accordance with the study objectives as stated in chapter one and they are presented in tables and
figures. The study used a Statistical Package for Social Scientists (SPSS) version 16 software.
4.1 Respondents Demographic Characteristics
The study analyzed respondents' demographic variables such as sex, age, marital status,
occupation, and education level. Concerning the sex of respondents, a summary of findings is
indicated in the table below:
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Figure 2: A table showing the background information Source; Data analysis 2017

Item

Variable
20-29
30-39
40-49

AGE

GENDER

MARITAL
STATUS

Number of years
worked for

Frequency Percentage
30
33
7

12%
41%
8.75

10
80
45
35
80
26
20
10
15
9
80

12.5
100
56.25
43.25
100
48
24
11
8
9
100

50 and
above
Total
Male
Female
Total
Married
Single
Divorced
Widowed
Widower
Total
1-5
years
6 10
years

30

50

45

25

Over 11
years

5

15

Gender

From the table above, out of the 80 respondents 50(62.5%) of the respondents were male and 30
37.5%) of the respondents were female. According to the research findings, there were more
male respondents compared to females' respondents during the time of the study. This implied
that most males are the most concerned gender in the part of budgeting and financial
performance of business organizations. This is illustrated in the figure below.
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Figure 1: Pie chart Showing sample size by gender of the Respondents

■

Eemale

■ Male

Most of the respondents were between the age of 20 - 29 years i.e.30 (12.5%) followed by those
at the ages of 30 - 39 who were 33(41.42%), respondents between the ages of 40 - 49 were 7
(8.75%) and those with 50 and above years were 10(12.5%). This shows that respondents
between the ages of 30 - 39 are the ones concerned with financial budgeting.
Marital status

Cross tabulations were performed to have an overview of marital status of respondents. Marital
statuses in this case were divided into seven different categories i.e. married, single, divorced,
and widowed. The revealed that out of the total of 80 respondents, 26(48%) were married,
20(24%) of the respondents were single, 10(11 %) had separated (divorced) while 9(9%) were
widowed. This implies that married people are more active towards budgeting of organization for
financial performance as they have more responsibility especially for their children.
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Figure 2: Pie chart showing marital status of respondents
percentage

■ married
■ single
■ divorced
■ widowed
■ widower

4.1.3 Number of years of service of respondents at Rakai district

The table further shows that most of the participants had worked for 1 to 2years thus new the
impact of budgeting on financial performance as they had a percentage of 50% thus they had
experience. Those that had worked for less than a year had a percentage of and were starting to
know 25% the impact of budgeting on performance. Those that worked for more than 3 years
had the least percentage which was 15% this is because they had got used to the impact of
budgeting on financial performance thus had no need to carry out the budgeting again. This is
described in the figure below
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Figure 3: Bar graph number of years of service of respondents

50

45

40
35
30
Frequency 25

20
15
10
5
0

6-10 yrs

11 + yrs

No. of years

4.2 Budgeting levels

The independent variable in this was budgeting which was divided into five questions and thus
were used with a Five point Scoring system 1=Strongly Agree, 2=Agree, 3=Disagree,
4=Strongly Disagree, and 5=Not Sure. Questions on budgeting ranged between 1 to 5. The
responses were analyzed and described using means as summarized in the table below:
Statement (independent variable) Budgeting
S.A

A

1. It is a policy by people working in Rakai District to
carryout budgeting sections before starting any business.

25

30 15

2. Budgeting is the major factor for carrying out
successful business.

45

15 20

10

20 40

35

30 15

67

5

3. Budgeting required is specific
4. budgeting is ascertained depending on value of
business
5. Budgeting has had huge impacts on their financial
performance.
Source: primary data

D

S.D N.S
5

5

10

8

Table 2 results indicate that a policy of people working in Rakai District to carryout budgeting
sections before starting any business was discussed by many people as 25of the respondents
agreed strongly that they do

ylW)'

out budgeting before starting business while 30 of the
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respondents agreed directly with Charles T. Horrigren (2007) as it was true that respondents
carryout budgeting, 15 of the respondents disagreed as they do not carry out budgeting while
starting business. Surprisingly, 5 of the respondents were not sure if they did carry out budgeting
before starting up business in Rakai distirict.
Figure 4: Pie chart showing respondents who carryout budgeting before starting a business
frequency

■ strongly

agree

■ agree

■ strongly

disagree

■ disagree
■ not

sure

According to the results in statement two, 45 of the respondents strongly agreed that budgeting- is
the major factor for carrying out business. This was discussed by Ainsworth and Deilnes(2007).
Also 15 of the respondenq; agreed as budgeting is the major factor for carrying out business.
20respondents disagreed with the question as they said it is not the major factor for starting up
businesses. None of the respondents strongly disagreed and all respondents were sure about the
need for budgeting before starting up a business.
The results of statement three from the table above showed that 10 respondents strongly agreed
that budgeting needed to be specific while 20 of the respondents agreed as it is specific. 40 of the
respondents disagreed that budgeting needs not to be specific as there are many types of
budgeting thus it does not need to be specific only. Those who did not know what was needed
were none and those who were not sure of the specifications of budgeting were 10 respondents.
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According to statement four in table two, most of the respondents strongly agreed that budgeting
is ascertained depending on the value of a business and thus 35 of the respondents were in line
with Ainsworth and Deilnes (2007). 30 of the respondents agreed to the statement while 15 of
the respondents disagreed to the statement. This implies that even when the value of the business
is not known budgeting can still be ascertained.
Similarly according to the results in table 2 statement five, most of the respondents agreed that
budgeting has had huge impacts on their financial performance as they can see and witness how
financial performance is moving this is because of budgeting. 67 respondents strongly agreed
while 5 of the respondents were disagreeing to the statement as it did not have any impact on
their business although 8 of the respondents were not sure of the impact of financial performance
by budgeting and this is seen as they did not know anything about budgeting.
4.3 Financial performance

The dependent variable in this study was Financial Performance which was also divided into a
five point scoring system. 1=Strongly Agree, 2=Agree, 3=Disagree, 4= Strongly Disagree and
5=Not Sure. Questions on budgeting ranged between 1 to 5. The responses were analyzed and
described using means as summarized in the table below
Table 3 shows the Financial Performance of respondents
Statement
(dependent
variable)
Financial
Performance
S.A A D
1. Budgeting has always been a requirement before you
can carry good financial performance in business.
10 40 25
2. The budgeting made depends on the size of financial
performance.
15 35 10
3. Budgeting of the business has increased on financial
performance.
25 35 10

S.D

N.S
5

20
5

5

4. Budgeting for financial performance of local
governments is of various forms.

40 30

10

5. Budgeting on financial performance has been
administered well according to you.

40 25

15

Source: primary data
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Similar to Garrison Noreen (2002)'s results, table 3 results showed that budgeting has always
been a requirement before carrying out good financial performance in the business thus IO of the
respondents strongly agreed while 40 of the respondents agreed to the statement. 25 of the
respondents did not agree to the statement this is generally because they did not have any fruits
of budgeting. 5 of the respondents were not sure of the requirements and this is because they are
not sensitized.
According to statement two, the budgeting made depends on the size of the financial
performance. This was strongly agreed upon by 15respondents. 35 of the respondents also agreed
as it was in the research of Egan 2007. 10 of the respondents disagreed that the size does not
matter for financial performance and 20 of the respondents were not sure and this is because they
did not know the importance of financial performance.
Statement three above also shows that 25 of the respondents strongly agreed to the statement that
budgeting of the business has increased on the financial performance and35 agreed while 10
strongly disagreed to the statement and 5 also disagreed this is· because their businesses have not
changed after budgeting while 5 of them were not sure. This is because sometimes of ignorance
and poor budgeting skills.
40 of the respondents agreed that budgeting fix financial performance of local governments is of
various forms which is in line with Smith, Robert W. and Thomas D. Lynch.(2004) this while 30
of the respondents disagreed of the forms this is because they were not sure while 10 of the
respondents were not sure this is because they lack sensitization.
Statement 5 shows that budgeting on financial performance has been administered well on
people was agreed by 40 of the respondents as also Thomas Lynch (2004) stated, while 25 of
them disagreed to the statement, however, 15 of the respondents were not sure of the financial
performance administration this is because oflimited education.
4.4 Impact of budgeting on financial performance on local government

The objectives were three and were also answer with five point questions that is Strongly agree,
agree, disagree, strongly disagree and not sure. The first objective was analyzed below;
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Table 4 shows the impact of budgeting on financial performance on local government
Statement (objective i) impact of budgeting on financial
performance of local governments

S.A

A

20

30 40
30 10

Does budgeting ensure that there is no more spending
than the expected?
Budgeting motivates staff if well figured out and clear
Budgetary systems are common in large companies than
small ones

D

S.D N.S

5
10

5
10

,:;

30

20 20

15

35 20

10

II

25

25 20

10

f

5

5

Budgets help employees know what is expected of them.
Budgets help broaden individual thinking of employees
as they remove biasness.

I

Source: primary data
According to objective I questions, 30 of the respondents agreed with Ian Marcouse Surridge
(2008), that budgeting ensures that there is no more spending that is expected of them while 40
of the respondents and they were the many in number disagreed to the statement since they spend

I

l

Il
I
t

more than the budget while five of the respondents strongly disagreed and also five were not sure
as budgeting ensured that there was not spending and also spending was there.
According to statement two in the first objective, 20 of the respondents agreed strongly
budgeting motivates staff if well figured out and clear this is because they know what spent and
lost as explained by Andrew Gillespie (2008), while 30 of the also is because they have been
motivated by the budgets, while 10 of the them and disagreed strongly and were not sure
respectively.
Also the table revealed that budgetary systems are common in large companies than explained
by Charles Harrigren (1992) that is 30 of the respondents agreed 2) also agreed this is because
big companies have people who are paid to do 11 companies do not need those people thus it
becomes dull while 20 of the respondents disagreed and 5 strongly disagreed too this is because
they have experience as it is the case while 5 of the respondents were not sure as they did not
have crew about budgeting.
Similarly to the above, most of the respondents agreed with 35 in number that budgets help the
employees know what is expected of them as they are given budgets to carry out 15 k also
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strongly agreed the same. 20 of them disagreed as they use other means to know what is
expected on the IO of the respondents were not sure as they did not know what to do and they
are just told not the budgets.
25 of the respondents strongly agreed and agreed respectively as they said that budgets
b4'i,il thinking of employees since they remove biasness this is because is expected of them, 20
of them disagreed and IO were not sure of what to do.
Figure 5: Shows the impact of budgeting on performance of local governments
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Source: Primary data 2017

4.5 Proportions of Financial Resources Approved for the Specific Sectors for Rakai District
Local Government in 2014/15 and 2015/16

This forms the second specific objectives of the study. It involved making inquiries with high
level District officials most especially the records officer about the District's budget background
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and apportioning over the distinct sectors. The figure that follows indicates the information as
collected from the District Offices on this matter:
Figure 6 indicating budget proportions for the different sectors for Rakai Local
Government for the year(s) 2014/15
Natural
resources

FAL
3% (0.899bn)
Agriculture

5% (l.519bn)

Source: District Information Office

The overall total budget approved for financial years 2014/15 was 31 billion Uganda shillings.
Figure 1 indicates that the Education sector consumes a comparatively bigger proportion of the
budget (13.02bn), followed by Primary Health Care (PHC) with 9.145 billion shillings and roads
maintenance and construction with 5.549 billion shillings of Rakai District Local Government
budget. The proportion for Education covers both the primary and secondary level education.
Primary Health Care involves immunization, health education and general medical care in the
district. Roads, as earlier stated include construction (minimal) and maintenance (on the wider
scale).
Agriculture came forth in amount of the budget with 1.519% followed by Functional Adult
Literacy (0.899), Natural Resources (0.372) and lastly Community Development with 0.31 billion
shillings.
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Figure 7 indicating budget proportions for the different sectors for Rakai Local
Government for the year(s) 2015/16
Community
Devt
1% (0.33bn)

Natural
resources
1% (0.396bn)

FAL
3% (0.957bn)

Agriculture
5% (1.617bn)

Source: District Information Office
In comparison to 2014/15 budget of 31 billion shillings, the overall total budget approved for
financial years 2015/16 was 33 billion Uganda shillings. Figure 2 reveals that the education
sector still consumed a comparatively bigger proportion of the budget (13.86bn) in relation to the
other sectors which include Primary health Care (9.735bn, roads sector (5.907bn), agriculture
(1.617bn) and Functional Adult Literacy (0.957bn). As in the last financial year 2014/15, the
least funded sectors were natural resources (0.396bn) and community development with only
0.33 billion shillings.

4.6 The effect of forecasting on financial performance of local government
According to objective two the researcher asked five questions regarding the effect of forecasting
and a five point course of answering questions was used. The answers from the respondents were
analyzed using the table below.
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Table 5 shows the effect of forecasting on financial performance of local government.

Statement (objective ii) effect of forecasting on
financial performance of local government
S.A A D S.D N.S
1. Financial performance is a measure of how a firm
uses its assets.
20 30 15
15
2. A thorough assessment of company's assets is taken
into account
35 30 5
10
3. Financial performance refers to the measure of firm's
policies and operations in monetary terms.
30 10
40
4. Financial analysis involves the use of financial
statements.
30 35
15
5. Financial performance is affected by different groups.
50
30
Source: Primary data

According to the results m table 5, 20 of the respondents strongly agreed and 30 of the
respondents agreed that fmancial performance is a measure of how a firm uses its assets. 15 of
the respondents agreed while 15 of them were not sure of the running of the firm. This statement
is in line with Pandey (1995).
Figure 8 effect of forecasting on financial performance of local government.
45
40
35
30
25
■ Column3

20

■ Column2

15

■ Columnl

10

5
0
STRONGLY
AGREE

AGREE

STONGLY
DISAGREE

DISAGREE

Source: primary data 2017
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NOT SURE

In statement 2, 35 and 30 respondents agreed with Solomon and Pringle (1985) as they strongly
agreed and agreed respectively as a thorough assessment of the company's performance is taken
into account. This is because it shows how a firm is performing and working in business. 5 of
them disagreed to the statement and 10 of them were not sure of the statement as they did not
know the meaning of assessment of a company's performance.
According to the interview made, 30 of the respondents agreed that Financial performance is the
measuring of a firm's polices and operations in monetary terms this is because they know about
financial performance as Pringle (1985) while 10 of them disagreed as it does not involve on
monetary terms while most of the respondents were not sure and that they were 40 in number
this is because they did not know the definition as given to them.
30 of the respondents and 35 of them agreed strongly and agreed too to the statement of Strategic
Management

Journal,

Vol.

18:8,

635-652

(1997),

financial

analysis

involves

the

use of financial statement this is because it has things like balance sheet, income
statements, however, none of them disagreed to the statement this is because they did not know
the financial statements while 15 of them also did not know the statement used in finance.
According to the last interpretation in objective 2 of Benson, W.N., & Davidson, W. N. (2010)50
of the respondents agreed that financial performance is affected by the involves people like
employers, employees, clients and all these affect the organization while 30 of them were not
sure this is because they did not know the different groups involved in financial performance.
4. 7 Relationship between budgeting and financial performance.
According to the study the objective 3 was on the relationship of both variables that is dependent
and independent and it contained five questions that were answered by the respondents as
follows.
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Table 6: shows the relationship between budgeting and financial performance.

Statement (Objective iii) Relationship between budgeting
S;A A
and Financial performance
1. Is it important to strengthen public expenditures and
attain financial performance
20

D

S.D N.S

30 15 5

10

40

10

3. There are various forms of budgeting, presented for
financial performance on local government?

45 20

15

4. Does government strengthen the accountability for
budgeting and financial performance

30 40

10

5. Do small business be relaxed on budgeting as they do
not know the performance of their business

60

20

2.

Does budgeting
performance?

help

m

.

.

1mprovmg

financial

30

Source: primary data
According to the interpretations of objective 3, 20 and 30 of the respondents strongly agreed and
agreed respectively to the fact that it is important to strengthen public expenditures and attain
financial performance as it helps in budgeting when expenditures strengthened while 15 of them
and 5 disagreed and strongly disagreed respectively since they did not agree to it while 10 of the
respondents were not sure as they were not with both budgeting and financial performance
(Ghiselli et al, 2001).
30

and

40

strongly

agreed

and

agreed

respectively

as

budgeting

helps

m

improving financial performance this 1s seen with the results that they have attained after
budgeting while 10 of them were not sure this is because they do not follow the
performance of their business and budgeting Lucey (2003).
45 of the respondents agreed_with (Bieka, 2007) that various forms of budgeting are presented
for financial performance on local government while 20 of them disagreed to the statement as
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they it is only one form of budgeting this is because it is what is used while 15 of the respondents
were not sure of the form and this may be as a result of illiteracy.
According to statement 4 of Chowdhury (2006), 30 of the respondents agreed to the statement
that government strengthens accountability for budgeting and financial performance. 40 of the
respondents disagreed as they said that government does not expose off its budgeting and
financial performance while 10 of them were not sure as they did not know about government
financial performance.
Lastly, 60respondents agreed that local governments are relaxed on budgeting as they do not
know as they do not know the daily performance of local governments. This is because
budgeting is considered not to be a daily activity. 20 of the respondents were not sure as
budgeting depends on the performance of local governments.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.0 Introduction
This chapter highlights the discussions from the objectives, background, and purpose of the
study relating to the impact of budgeting on financial performance. In this chapter, the major
findings of the study are summarized from which conclusions are reached. Recommendations are
then made to bridge any existing gaps regarding effectiveness and efficiency in local government
budget implementation.
5.1 Summary of the research objectives
i.
11.

What is the impact of planning on financial performance on local government?
What are the specific proportions of budget resources approved for the specific sectors
for Rakai District local government in 2014/15 and 2015/16?

iii.

What is the effect of forecasting on financial performance of local government?

iv.

What is the relationship between budgeting and financial performance?

5.2 Finding of the researcher relating to the impact of budgeting on financial performance
on local government.
According to the above table 2, most of the respondents agreed that Budgeting has had huge
impacts on their financial performance as they can see and witness how their financial
performance is moving this is because of budgeting.
Table 3 results showed that budgeting has always been a requirement before canying out good
financial performance in business which was agreed by most of the respondents this is because
they were having fruits of budgeting.
Table 4 showed that respondents agreed that budgeting ensures that there is no more spending
that is expected of them while budgeting motivates staff.
Table 5 showed that financial performance is a measure of how a firm uses its assets_this is
because firms usually use assets to measure its performance while a thorough_as assessment of
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company's performance is taken into account this is because it·show how firm is performing and
working in business.
5.3 Conclusion
The researcher concluded the research after achieving all the research objectives as it was
specified in chapter one of the research study.
Although some challenges were faced by the researcher in the due course of carrying out the
research such as failure of the respondents to disclose some information which is of importance
to the researcher, limited time of the respondents to the researcher which made the researcher not
to obtain all the required information.
Therefore the researcher concluded that Rakai district continued success depended on the
financial performance of business because it was seen that majority of workers had carried out
budgeting.
5.4 Recommendation

The central government should assist the district local governments in conversing for more
funding from other sources such as the foreign governments, multilateral donors and
international civil society organizations. This will help in reducing the gap that exists between
the demand for basic services under health and education as well as important sectors such as
roads.
The district LG is advised to ensure timely submission of budgets and work plans to the central
government. This should be effected right from within starting with sections and departments in
the district offices. This could improve on the timely release of funding given that central
government has sometimes blamed the untimely release of funds on delay in submission of local
government budgets and work plans by district local governments.
The district should continue building capacity of its staff in the different departments and
different disciplines. There should be deliberate effo1is made to ensure that departments/sectors
with a multitude of assignments should be given priority over ones without. There are many civil
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society organizations that fund these areas and district authorities should take advantage of this
opportunity.
Corruption and general abuse of office/authority should be largely condemned and highly
punished. The general public can also assist in this after being sensitized by district local
government to look out for cases of misuse and abuse of such public offices for selfish ends. The
public should also be educated on the dangers and effect of corruption on the development of the
economy.

A study should be conducted to establish the effectiveness of local governments in observing the
appropriate procedures during the budgeting process as this would assist in improving budget
performance at implementation level.
The researcher recommended budgeting carried out in Rakai district on local government is not
enough to carry out good financial performance this is because most of them are small scale and
have no one to guide them.
The study revealed that budgeting is of importance to all business in Rakai district customers and
employees especially when attempted to expansion, improved services. Therefore business needs
to revise its budgeting over the years as to improve on their financial performance of business.
The local government should carry out research on the new techniques of budgeting so as to
improve on financial performance in Rakai district.
5.5 Limitations of the study
The researcher met various challenges when conducting the research that included the fact that
the firms ordinarily do not want to give information due to client confidentiality. These included
the following.
1.

The findings of the study may not be generalizable to other local councils in Uganda due
to differences in social, political and economic environments in different parts of the
country.

11.

In addition, some of the respondents would not find the subject to be of interest.
Additionally, some respondents would not want to give the information as they
considered it of competitive impo1iance.
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111.

Time limitation made it impractical to include more respondents in the study.

1v.

This study was also limited by other factors in that some respondents may have been
biased or dishonest in their answers.

5.6Suggested further research

The study was limited on the effects of budgets and work plans on the performance of local
governments. However, more research need to be done on the following;
1- Budgeting process in local governments

2- Budgetary control in local governments
3-The forms of budgeting and financial performance
4-Techniques of measuring financial performance after budgeting m the different parts of
Rakai district
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APPENDICES
QUESTIONAIRE ONE
Dear sir/ madam
This is purely an academic research aimed at establishing the impacts of budgeting on financial
performance of local governments: A case study of a Rakai district. You have been chosen as a
respondent because of the wider knowledge you have and because of your position in this field.
The responses you will provide will be strictly for academic purposes and you identity will be
highly protected. You are therefore kindly requested to respond to the following issues with
honesty.

SECTION A: BACKGROUND INFORMATION
Please tick the most suitable answer.
(1) Gender

D
D

Male
Female

CJ

(2) Age (i) 20 to 29
(ii) 31 to 40

D

(iii) 41 to 50

(iv) 51 and above

D

(3) Marital status
Single

CJ

Married

D

(4) Education level held
(i) Certificate
(ii) Diploma

D

(ii) Degree □
(iv) Others

D

5. How long have you worked with Rakai local government?
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(a) Less than 1 year

(b) one year

(c) 1-2 years

(d) More than 2 years

SECTIONB
BUDGETING PRACTICES IN RAKAI DISTRICT
Please tick your appropriate choice in the spaces provided that is to say
S.A - Strongly agree
A-Agree
D-Disgree
S.D - Strongly Agree
N.S-Not Sure
Statement (independent variable) Budgeting

S.A

A

D

S.D

N.S

Statement (dependent variable) Financial Performance
S.A
1. Budgeting has always been a requirement before you can
carry good :financial performance in business.
2. The budgeting made depends on the size of financial
performance.
3. Budgeting of the business has increased on :financial
performance.
4. Budgeting for :financial performance of local governments is
of various forms.
5. Budgeting on financial performance has been administered
well according to you.

A

D

S.D

N.S

1. It is a policy by people working in Rakai District to carryout
budgeting sections before starting any business.
2. Budgeting is the major factor for carrying out successful
business.
3. Budgeting required is specific
4. budgeting is ascertained depending on value of business

5. Budgeting has had huge impacts on their financial
performance.
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PROPORTIONS OF BUDGET RESOURCES
Please provide information regarding the proportions of financial resources of the Local
Government budget accorded in your area for delivery of social services to the populace in the
distinct sectors in the listed financial years:
Years

2014/15

Sector

Amount Received

Amount spent

Amount Received

Amount spent

Education
PHC
Agriculture
FAL
Roads
Community Development
Natural Resources
Total

Years

Sector

2015/16

Education
PHC
Agriculture
FAL
Roads
Community Development
Natural Resources
Total
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Statement (objective i) impact of budgeting on financial S.A

A

D

S.D

N.S

I

performance of local governments

I

Does budgeting ensure that there is no more spending than the
expected?

I

Budgeting motivates staff if well figured out and clear
Budgetary systems are common in large companies than small

I

ones
Budgets help employees know what is expected of them.

Budgets help broaden individual thinking of employees as they
remove biasness.

l·

Statement (objective ii) effect of forecasting on financial

S.A

A

D

S.D

N.S

performance of local government

I

II

1. Financial performance is a measure of how a firm uses its
assets.
2. A thorough assessment of company's assets is taken into
account

t

l

it'

3. Financial performance refers to the measure of firm's
policies and operations in monetary terms.

I

4. Financial analysis involves the use of financial statements.
5. Financial performance is affected by different groups.

Statement (Objective iii) Relationship between budgeting
and Financial performance

1. Is it important to strengthen public expenditures and attain
financial performance
2. Does budgeting help in improving financial performance?
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S.A

A

D

S.D

N.S

3. There are various forms of budgeting, presented for
financial performance on local government?

4. Does government strengthen the accountability for
budgeting and financial performance
5. Do small business be relaxed on budgeting as they do not
know the performance of their business
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