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Abstract

Hospital performance is a set of nonfinancial iattics which offer information on the degree of agkiment of
objectives and results (Lebans & Euske, 2006)Isk aefers to the metrics regarding how a certaguest is
handled, or the act of doing something effectivedf; performing; using knowledge as notable fromt jus
possessing it. The purpose of the study was terahirte the effects of budgetary participation enf@rmance

of hospitals in Trans Nzoia County. The study waglgd by theory of budgetary process and contingenc
approach. The study adopted a descriptive survegareh design. The target population comprised 2of 7
employees in Finance Department drawn from 7 halspih Trans Nzoia County. A census was used tctal
sample of 54 employees. The instrument for dateecmdn was questionnaires. A Cronbach alpha valae
used to determine reliability for the study. Queative data was analyzed using descriptive stagistnethod,
the statistical tools such as pie charts and measaf central tendency such as mean, mode andastand
deviation were used. Inferential statistics sucl\B©OVA and multiple regression models also weredusenis
study is significant to the management of the TrBizeia County hospitals in execution of effectiveda
efficient budgetary controls and administration aogs enhancing performance of hospitals’ operations
Hypothesis 1 (k) revealed that budget participation has no sigaift effect on hospital performance implying
that we reject the null hypothesis stating that gaidparticipation has no significant effect on htzdp
performance. Findings showed that budget plannatdoefficients of estimate which was significaasing on
B.= 0.222 (p-value = 0.007 which is less thar 0.05) hence we reject the null hypothesis, Hexestudy
findings showed that budget control had coeffigeott estimate which was significant basingfan= 0.308(p-
value = 0.000 which is less than= 0.05) hence we fail to accept the hypothesis @mntlude that budget
control has a significant effect on hospital parfance. As evidenced from study findings, budgetary
participation plays a key role in enhancing hosgtaxformance. There is therefore need for all depents to
participate in the budgeting process.

Keywords. Hospital performance, budgetary participation, lgethry planning

1.0 Introduction

Hospital performance is a set of nonfinancial iatlics which offer information on the degree of agkment of
objectives and results (Lebans & Euske, 2006)Isk aefers to the metrics regarding how a certaguest is
handled, or the act of doing something effectived§; performing; using knowledge as notable fromt jus
possessing it. It is the result of all organizaomperations and strategies (Venkatraman & Ranaanup001).
Thus, there is need for managers to assess fastoch determine performance hospitals such as hadge
process

Over the years, budgets, budget process and baodgbétis become vital in ensuring effective financial
management and to avoid uncertainty or wastagmangial resources (Kironde, 2004). Budgets helglltcate
resources, coordinate operations and provide a snémnperformance Measurement (Blocledral, 2002).
Hilton et al (2002) agree with this view and claim that the drtds the most widely used technique for planning
and control purposes. In addition, Blumentritt (8D@oted the budgeting provides information on fagdand
accountability. If applied properly, budgeting pesses improve an organization’s ability to creaue sustain
superior performance. The budgeting and strategicagement processes when properly applied, havevpos
impact on performance.

According to John and Ngoasong (2008), the pradtiéetegrating strategic management and budgetiraples
firms to be competitive and increase organizatigoeaformance. Budgetary process facilitates thatitrg and
sustaining of competitive advantage in the foreogstand planning, communication and coordination,
motivational device, evaluation and control, andisien making.

Budgeting process is not so much as a financial pla as the performance management process tus te
and executes that plan. Thus, budgetary process ientire performance management process (Hoper and
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Fraser, 2003). This process is about agreeing apdrcoordinating targets, rewards, action plan,rasdurces

for the year ahead, and then measuring and cdnggglerformance against that agreement. It is witsd that,

the entire budgetary process be evaluated andwesligo suit the organizations needs hence the faed
budgetary evaluations (Jayamaha and silva, 2012).

According to Jayamaha and Silva (2012) budgetingcgss encourages managers to plan, consider the
stakeholders involved, provide information for imped decision making, increase and enhance comationc
and coordination among departments, and for evialuafbdullah (1998), mentions that budgeting pssce
interaction has significant relationship to perfarme of goals of a cost-centre of an institute.

The process of preparing and agreeing on budgets nseans of translating the overall objectives hadf t
organization into detailed, feasible plans of attioNelsh (2003) opines that budgeting is the only
comprehensive approach to management so far dexetbpt, if utilized with sophistication and goadigment
fully recognizes the dominant role of manager aralvigdes a framework for implementing such fundaraknt
aspects of scientific management as management bjgctives, effective communication, participative
management, dynamic control, continuous feedbadpansibility accounting, management by exceptiwh a
management flexibility.

Governments can operate with a haphazard budgeegsoHowever, a system designed with incentives to
induce public officials to act in response to palsieeds is more likely to result in choices in ithiterest of the
general public in the desired quality and quantéy,the desired times, locations and at the rigfst.cAt
minimum, the process must recognize competing clam resources and should focus directly on alteem
and options. Reforming systems of public financeaggement in Kenya has long been a priority forkbayan
government. Improvements in planning, budgeting lamdiget execution, and oversight were acknowledged
be fundamental in achieving development objectiffezslscher, 2007). Program review and forward budget
(1974 - 1986), budget rationalization program (198890), public investment program (1990 - 20G0)d
medium term expenditure framework (2000 - presarg)four notable initiatives. The primary objectinghese
reforms has been to entrench greater fiscal digeign the government. In spite of these past ateto reform

the budgetary process, Masya and Njiraini (2003)néb that the budget process in Kenya remains an
unsatisfactory instrument of achieving public pplabjectives.

12 Statement of the Problem

In most organizations, budgetary process is impoiita performance of firm. If the budgetary prozegorks
appropriately, it is believed that the process wativate managers, earn trust, and increase theingtment to
achieve the highest performance. On the contraijuré of the process working as expected may gemer
problems of management control. However, most eftibspitals do not deliver services as requiredtduack

of best financial management practices associatédbudgeting (KIPPRA, 2013). The uncertaintiesvaikng

in the business environment today means that, neamaand stakeholders must be poised and prepared to
compete favorably under these rapidly shifting dtowds. It is observed that hospital services auougito suffer
setbacks and fail because they have no proper harggarocess which they apparently fail to recognome
firms sense weakness in their budgetary proceswibut them as individual problems rather than systic
deficiencies. They misdirect efforts and produceatgr frustrations. This flawed budgetary processo-usage

of budgets gives rise to the need to examine thigdtary process and the impact of firm performamteugh

the Kenyan public hospitals have carried out tHernes mentioned above, this study notes that thefms
are not sufficient.

The budgetary process in Kenya is yet to be anuatable, effective and efficient tool for transhatipolicies
into tangible results. Poor synchronization betweesking policy, planning, and budgeting has ledato
discrepancy between what firms promise in theiigied and what they can actually afford. Policy mgk
planning and budgeting are three important procefsa need to be linked. The absence of thisriltdion in
Kenya has led to a great divergence in policies laumbet. Budgeting has become an annual struggtedp
things afloat, rather than allocating the antiagilatesources based on planned policies intendexthieve
agreed objective. In addition, research focusesilyean budgeting and its application to large, lilig listed
organizations in developed countries. There has bgle attention and discussion in the acaderbérdture on
the relationship between budgetary process anadnpmeahce of firms (Knight, 1993), researchers hastepaid
considerable attention to the possible relationdbgpween budgeting process and performance in SMEs
(Wijewardena & DeZoysa, 2001). So the process dfjbting and its relationship with performance rm§ are
still unclear. Moreover, limited study has been dusted on budget process of small firms in emerging
economies like Kenya. Therefore, this study intehde determine effect of the budgetary budgetary
participation on performance of hospitals in Tralz®ia County. The study was guided by theory afdatary
process by Otto A. Davis, M. A. H. Dempster, andokaWildavsky (2001), which states that decisioapehd
upon calculation of which alternatives to considad to choose. A major clue toward understandirdgbting

is the extraordinary complexity of the calculatiangolved. The most effective coordinating mecharssin
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budgeting undoubtedly stem from the roles adoptedthe major participants. Roles (the expectatiohs o
behavior attached to institutional positions) aaetp of the division of labour. Possessing the tgtaexpertise
and the largest numbers, working in the closeskipnity to their policy problems and clientele greumnd
desiring to expand their horizons, administratiger&ies generate action through advocacy. Buelf #sk for
amounts much larger than the appropriating boda®\®e reasonable, the agencies' credibility wilffer a
drastic decline. In such circumstances, the revigwirgans are likely to cut deeply, with the reghét the
agency gets much less than it might have with aennaoderate request. Tohamtyal, 2008, explained that in
the theory of budgetary process, the total payneeaach interest group, across all agencies argtaums, is the
best unit to use to analyze budgeting. Budget témégpand in real terms over time

2.0 Effect of budgetary participation on perfor mance of hospitals

Omolehinmwa (2006) defined a budget as a plan ehidant individuals in an organization expressed in
monetary terms and indicate how the available messumay be utilized, to achieve whatever the dantin
individuals agreed to be the organization’s priesit The impressive thing about this definitionthat, it
recognizes the constraint imposed on budget byr gibeicipants who are to ensure that the objestiard
targets enunciated in the budget are achieved. d@etify this as budgetary control variable in thedget
process. Pandney (2003) defines budget as a @hortfinancial plan. It is an action plan to guidamagers in
achieving the objectives of the firm. Lucey (2008)his formal definition defines budget as “a qtalve
statement, for a defined period of time, which rmajude planned revenue, expenses, assets, liabidihd cash
flows”. A budget provides a focus for the organia@at aids to the co-ordination of activities andilitates
control whereas control is generally exercised uglothe comparison of actual costs with flexibleldpets” .
The process of preparing and agreeing budgetsisaas of translating the overall objectives ofdhganization
into detailed, feasible plans of action. Welsh @08pines that budgeting is the only comprehenap@roach to
managing, so far developed that, if utilized withpkistication and good judgment, fully recognizée t
dominant role of manager and provides a frameworkiriplementing such fundamental aspects of sdienti
management as management by objectives, effectwemeinication, participative management, dynamic
control, continuous feedback, responsibility actimgy management by exception and management fliéxib
Drury (2004), states that budgetary planning amtrob are very complex in business firms. Thereusthde
five main functions for budgets: system of authatizn, means of forecasting and planning, chaniiel o
communication and coordination, motivation devioel aneans of performance evaluation and controlyels
as of providing a basis for decision making. Blum&n(2006) note the budgeting provides information
funding and accountability. If applied properly,thhgrocesses improve an organization’s ability rieate and
sustain superior performance. The budgeting amadiesfic management might be put in practice property has
the best impact on firm performance. AccordingHemsen and Van der Stede (2004), there are foenpak
reasons for budgeting in organizations: operatigtahning, performance evaluation, communicatiomadls,
and strategy formulation. The budget arises ined#fit circumstances and that performance is assdcigth
different budgeting characteristics. If the budgetarocess works appropriately, it is believed ttie process
can motivate managers, earn trust, and increagecii@mitment to achieve the highest performance.tia
contrary, if the process does not work as expedtexh some problems of management control may asar
result. Some of these management control problears @escribed by Wech (Libby and Lindsay, 2003} thu
making a budget is an exercise in minimization. élapd Fraser (2003) argued that budget is no nhame &
yearly ritual, a routine and something that conssimech time for those who are involved and thusgmenew
innovations from occurring. In order for budget tfpation to have a positive and significant impan
performance of managers, top level management ecousider other variables that influence the refetiip.
Wijewardena and DeZoysa (2001) identify the forpracess of budgeting by two aspects, i.e. a fopratess
of budgetary planning and a formal process of btadgecontrol. It has been noted that budgeting masy
aspects according to different identifications ataksifications. However, the present study mefetyises on
one aspect of budgeting i.e. the formal budgetinggss. Wijewardena and De Zoysa (2001) identiéyftinmal
process of budgeting in small and medium — scahéergrises by two aspects i.e. a formal procedridfjetary
planning and a formal process of budgetary control.

Participation can be broadly defined as an orgéizal process whereby individuals are involvedand have
influence on, decisions that have direct effectshmse individuals. While participation can havenmaontexts
and settings, one in particular has, for the |lastades, been of great interest to researchers mageaent
accounting. This is the area of participation inlgpeting that can be more specifically defined dgracess in
which individuals, whose performance will be evaédah and possibly rewarded, on the basis of their
achievement of the budgeted targets, are involwedrid have influence on the setting of these tar@=ownell
2002)

When setting a budget, members of the organizatiensupposed to participate in defining explicitdetary
goals and to be involved in subsequent revisiothége goals with the management (Chalos & Poor())2&@d
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when budget variance (s) occurs, participation disdussion among different levels of managemerititite
and enable accurately identifying the possiblearador such variance(s) and also the corresporatingctive
actions to be taken. Therefore, budgetary participarefers to the involvement of managers in thedetary
process and their influence in the setting of btalyetargets (Subramaniam & Ashkanasy, 2001). Btatge
participation has always received considerableréisteamong researchers. It can be regarded asciatm
channel linking the communication especially betwseperiors and subordinates (Shields & shield98).9
Numerous scholars state that through budgetarycymation, information sharing can be accomplishedr
example, Poon (2001) states that budgetary paatioip provides a setting in which managers can axgh
information and ideas to make budgetary plannind aantrol more effective. Nouri and Parker (1998),
similarly, states that budgetary participation &ailitate information sharing between subordinated superior
during budget discussions. In addition, Parker léyd(2006) claim that budgetary participation atfewertical
information sharing, organizational commitmenterambiguity and performance, directly and indinectl

The relationship between budgetary participatioth p@rformance has been studied closely by manwpresers
(Tsui, 2001). Generally, there are two major comealp models linking budgetary participation with
performance in the current management accounti@gture. Firstly, psychological theories (e.g.,riy 2000)
state that the opportunity given to subordinateeubh participation (the upward information shajing
budgeting process can stimulate their motivatioth emmmitment with budget-setting, which in turn ioges
the subordinates’ job satisfaction and performaf@®wnell &McLnnes,1999); Chenhall & Brownell,1998;
Kren, 1992). Shields and Shields (1998) also explbudgetary participation and performance from a
psychological aspect. They state that participagohance a subordinate’s trust, sense of contnal, egjo-
involvement with the organization, which then leadsmore acceptance of, and commitment to, the &udg
decisions, in turn causing improved performance.

Secondly, the budgetary participation and perforeamlationship is also explained from a cognifpeént of
view. It states that, through budget participatithe downward information sharing), subordinatesn ga
information from superiors that helps clarify theirganizational roles, including their duties, m@sgibilities,
and expected performance, which in turn enhanaas plerformance (Chong and Chong, 2002). The eogbiri
evidence of O’Connor (1995) suggests that budggtariicipation is useful in reducing the role amliig of the
subordinate. Jackson and Schuler (1999) ChenhdllBaawnell (1998) also find that budgetary partitipn
leads to lower role ambiguity, which, in turn, ssaciated with higher performance. They state biigigating,
various methods of achieving role expectation caexamined to consider how the expectation carchiewed.
And consequences of performance in the role caoldréied by participating in the planning and avation
stages of budgeting. According to Yang Qi, (20bQ¥igetary sophistication has an insignificant iotpan
sales. However, according to Osundina and Osun(042), there is no relationship between budgetary
participation and performance of manufacturing canips in Nigeria in terms of shareholders’ weatthis is
explained by the fact that only few management memtake decisions regarding shareholders’ wealth.

3.0 METHOD

The study employed a descriptive survey researslgdevith the target population 72 employees framarice
department spanning 7 hospitals in the county (&iHospital, Kiminini Hospital, Kapsara Hospitalndebess
Hospital, Saboti Hospital, Matunda Hospital, anctiibora Hospital). A census of 7 hospitals in Bratzoia
County. The census was a useful blend of randoioizand categorization, which enabled both a qtatnte
and qualitative process of research to be underté®ehen, 2003). The advantage in census wasttaasired
inclusion, in the sample of subgroups, which otheewwas omitted entirely by other sampling methoelsause
of their small numbers in the population. The aesher used questionnaire to collect the data.€kearcher
personally administered the research tools afteria visit that assisted in refining timings ofsttibution of
guestionnaires. The study used quantitative metbaghalyze data. The information was codified antkred
into a spread sheet and analyzed using SPSS figttBackage for Social Sciences). Quantitativia deas
analyzed using descriptive statistical method, dtaistical tools such as pie charts and measuregrdral
tendency such as mean, mode and standard dewatienused as well as inferential statistic SUCANOVA
and multiple regression model. In order to carry appropriate analysis, variable scores for eaahedsion
were summed up to get the total scale score fohduranalysis. The items scale were ordinal frolovaof 1 —
strongly disagrees to a high of 5 — strongly agree.

4.0 Results

Budgetary participation is basically the involvermeh managers in the budgetary process and thageit
budgetary. It can also be regarded as a negotiati@mnel linking the communication especially betwe
superiors and subordinates. Consequently, thensssaound it necessary to determine the effetbsidgetary
participation on hospital performance. The stualifigs revealed that 55.6% (30) of the respondamisigly
agreed that opinions or proposals relating to thegkt are challenged before development of budgeta =
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3.99). Further, 48.1% (26) of respondents also dajthrtments to participate in the budgeting p®¢pean =
3.88).Moreover, 42.6% (23) of the respondents gisoagreed that explanations are provided when éuidyg
revised (mean = 3.86).Also, 37% (20) of the respotsl agreed that contribution from staff to the daidare
viewed importantly (mean =3.8). Similarly, 48.1%6)df the respondents strongly agreed that Fremusis$ons
between staff members on budget encouraged (m&af2¥. Additionally, 38.9% (21) of the respondeagseed
that there is staff influence on the final budgaeén =3. 58).However, 38.9% (21) of the responderte not
sure if communication of details of budget polieydayuidelines to people responsible of preparatidsudgets

are often made (mean = 3.28).

Table 4.5.3 Budget Participation
Std.
SD D N A SA Mean Deviation

All departments to participate in the

budgeting process. Freq 4 4 15 5 26 3.88 1.168
% 7.4 7.4 27.8 9.3 48.1

Explanations provided when budget

is revised. Freq 4 18 0 9 23 3.86 1.325
% 7.4 33.3 0 16.7 42.6

Free discussions between staff

members on budget encouraged Freq 9 4 4 11 26 3.72  1.565
% 16.7 7.4 74 20.4 48.1

Staff influence on the final budget. Freq 6 14 1 12 21 3.58 1.503
% 111 25.9 1.9 22.2 38.9

Contribution from staff to the budget

viewed importantly. Freq 4 7 5 20 18 3.8 1.249
% 7.4 13 9.3 37 33.3

Opinions and / or proposals relating

to the budget challenged before

development of budget Freq 4 7 4 9 30 3.99 1.383
% 7.4 13 7.4 16.7 55.6

Communication of details of budget

policy and guidelines to people

responsible of preparation of budgets

often made. Freq 5 10 21 5 13 3.28 1.273

% 9.3 185  38.9 9.3 24.1
Hypothesis 1 (k) revealed that budget participation has no sigaift effect on hospital performance.
However, research findings showed that budgetgipatiion had coefficients of estimate which wasgigant
basing onf;= 0.267(p-value = 0.006 which is less tharr 0.05) implying that we reject the null hypotleesi
stating that budget participation has no significaffiect on hospital performance. This indicatest tfor each
unit increase in the positive effect of budget ipgpation, there is 0.267 units increase in ho$paformance.
Furthermore, the effect of budget participation wéated by the t-test value = 2.772 which implieat tthe
standard error associated with the parameterssties the effect of the parameter.

Table 4.10 Testing of hypothesis

Unstandar dized Collinearity
Coefficients Standardized Coefficients Statistics
Std.
B Error Beta T Sig. Tolerance VIF
(Constant) 0.285 0.333 0.854 0.394
Budget Participation 0.379 0.137 0.267 2.772 0.006 0.439 2.276

a Dependent Variable: hospital performance

5.0 Discussion
Based on findings in the previous chapter, buddgatnpng has a significant effect on hospital perfance as

evidenced by; = 0.308 (p-value = 0.000 which is less than 0.05). In most cases, managers may be tempted
not to plan for future operations due to their @pieg challenges and their day to day pressures sult, the
budgeting planning process ensures that managamsfq future operation paying close attention onditions
that might change in the next year and the necgssaps to be taken in order to respond to theargds (Julia,
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2010). Further, whenever superiors set a budget i@ subordinates have a clear understandinigeokind of
performance expected by the superior hence in s@®es; the planning budget can have a supportiagt e
motivation especially when it is goal-oriented. T result is usually improved hospital perfornaarieven so,
Arnold and Gillenkirch, (2009) asserted that in twent the goal is too high or too low as a resilt
information asymmetry, the planning budget may havegative effect because it undermines goal sacep.
of essence to the day-to-day activities of any hakp

Budgetary participation was found to have a posisignificant effect on hospital performance basing,=
0.267(p-value = 0.006 which is less than 0.05) hence the need for members of the orgamoizto participate
in defining explicit budgetary goals and subsequentsion to these goals with the management irerotd
enhance hospital performance. As stated by Subriama& Ashkanasy, (2001), the involvement of manager
the budgetary process and their influence in tingeof budgetary targets plays a significant rolenhancing
hospital performance. Cognate to study findingsprP@001) stated that budgetary participation pesia
setting in which managers can exchange informagiach ideas to make budgetary planning and contraemo
effective hence enhancing hospital performance.s€guently, budget participation facilitates infotioa
sharing between subordinates and superior durimfgdtudiscussions (Nouri and Parker 1998). Likewwse
agreement to study findings, Parker and Kyj (20@&im that budgetary participation affects vertical
information sharing, organizational commitment, eradmbiguity and performance directly and indirectly
Additionally, psychological theories specifically Murrey,(1990) states that the budgeting procasssimulate
the motivation and commitment with budgeting whinhturn improves the subordinates’ job satisfactom
performance. On a cognitive point of view, budgatigipation enhances downward information shanmaking
it possible for subordinates to gain insight onamigational roles paying close attention to theitiesk,
responsibilities and the expected performance lodspital hence enhancing performance (Chong armhg;h
2002).In concurrence to study findings, Jackson®ettller (1985) Chenhall and Brownell (1988) alad that
budgetary participation leads to lower role ambiguihich, in turn, is associated with higher penfance

5.0 Conclusion and Recommendation

In light of the research findings, budgetary papation has a positive and significant effect orspital
performance. Particularly, all members of an orgativn should participate in defining budgetarylg@and also
in the subsequent revision to these goals in ame@nhance hospital performance. Further, througlgbtary
participation, managers are able to exchange irdtom and ideas in an attempt to make budgetamnpig
and control thus enhancing hospital performance e®idenced from study findings, budgetary partitgra
plays a key role in enhancing hospital performarntere is therefore need for all departments tdigipate in
the budgeting process. Furthermore, organizatibonald encourage discussions with other staff membbout
the budget without wondering. Moreover, hospitilsidd communicate details of budget policy and gligs
to those people responsible for the preparatidsudfets in order to enhance hospital performance.
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