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Abstract 

The government of Kenya introduced Procurement Act to improve financial performance of public institutions because 
they were accused of not following the correct procedure during tendering for goods and services. This study sought to 
investigate   financial performance of public secondary schools after introduction of the Public Procurement and 
Disposal Act 2003. The study population consisted of 16 public secondary schools found in Nakuru district that were 
established after the year 1999. The study involved analyzing financial statement of public secondary schools located in 
Nakuru District, Kenya, five years before and five years after introduction of the Procurement Act 2003. The main 
objective was to evaluate whether there was change in schools’ financial performance after introduction of 
Procurement Act 2003.  The study also enumerated the various procurement award mechanisms. The study did not 
involve designing a sample but used census hence no sampling so as to give each school a chance of being included in 
the study. Data was collected using questionnaires filled by the schools’ bursar and analyzed.  The t- test-statistics was 
used to test hypothesis.  The findings will be useful to creditors, public and the government and may open avenues for 
improvement on procurement procedures. 
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1. Introduction 

Since the 1970s, the process of modernization and reorganization of public institutions have been initiated 

in diverse countries in the world. The society has demanded greater efficiency in rendering of services, a 

better application of public resources and also questioned the effective bureaucratic model. In this context, 

model of managing government institutions gains force, consistence and become more credible.According 
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to Hunja (2001) a review of countries involved in procurement reform efforts indicates that so far 

comprehensive reforms have been successful only in those countries in east central Europe that have been 

implementing a transition from socialist, planned economies to open competitive market based economies. 

In most of these countries procurement is regulated by policies issued by minister for budget matters under 

some generic statute such as the Exchequer and Audit Act supplemented by manuals and other ministerial 

instructions.  

On implementation of procurement reform system many developing countries have generally maintained a 

centralized procurement segment. This includes mandatory prior review of all contracts above a certain 

thresholds by a central tender board, centralized purchasing of common user items and little delegation of 

authority to the user agencies. Problems of inefficiency and lack of accountability associated with such a 

centralized system has led many countries move towards a more decentralized arrangement where the 

agencies manage all the procurement for own needs. One key benefits of a decentralized arrangement is 

that it removes the diffusion of accountability for procurement decisions by placing this within the agency 

that holds the funds, according to Australian government procurement statement (2009).  

Since independence the government of Kenya had not introduced procurement procedures in public 

institutions, due to the absence of rules. The schools’ management procured goods and services without 

following proper rules and in most cases mismanagement of finances were rampant. This made the 

government to come up with an Act of Parliament to establish procedures for efficient public procurement 

and for the disposal of unserviceable, obsolete or surplus stores, assets and equipment by public entities and 

to provide for other related matters. One of reason the government introduced Procurement Act were 

claims that schools heads were accused of supplying goods to their own institutions and besides that, they 

were also accused of awarding tenders to friends and relatives. The Government of Kenya come up with 

Public Procurement and Disposal Act, 2005 in order to improve financial performance of public institutions 

by requiring them to come up with procurement committees with the aim of reducing inefficiency, 

unfairness in procedures, make the management of institutions transparent and accountable in the 

procedures.  According to the procurement Act, for each procurement, the procuring entity shall use open 

tendering under part V of the Act or an alternative procurement procedure under part VI which are; 
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restricted tendering, direct procurement, request for proposals, request for quotation, low-value 

procurement and lastly specially permitted procurement procedure where procurement entity is permitted to 

use concessioning and design competition as explained in section 92 of the Procurement Act 2005. 

Application of any of above procurement procedures in procuring is expected to result in reduction of cost 

of acquiring goods and the various ratios are expected to remain the same, decline or increase.  

According to Porter (1985) procurement refers to function of purchasing inputs used in firms’ 

value chain, not to the purchased inputs themselves. Procurement employs a technology such as procedures 

for dealing with vendors, qualification rules and information systems. Procurement tends to spread 

throughout the firm. The cost of procurement activities themselves usually represents a small if not 

insignificant portion of total costs, but often has a large impact on the firms overall cost and differentiation. 

Improved purchasing practices can strongly affect the cost and quality of purchased inputs as well as of 

other activities associated with receiving and using inputs and interacting with suppliers. Procurement is 

concerned with purchasing and arranging inbound movement of materials, parts and/or finished inventory 

from suppliers to manufacturing or assembly plants, warehouses or retail shops. Acquisition process is 

commonly identified by different names; in manufacturing the process of acquisition is typically called 

purchasing, in government circles acquisition is referred as procurement, in retailing and wholesaling 

buying is most widely used term. The term procurement is used to include all types of purchasing 

(Bowersox and Closs 2008). The procurement function is responsible for purchasing inputs to production 

process, including raw materials, partly finished products and in case of retailers’ items for sale. 

Procurement can lower costs by getting the best deals and by leveraging buying power to lower price paid 

for inputs. Procurement can also help increase differentiation by purchasing higher-quality inputs (Hill and 

Mcshane 2008).  Effective procurement policies will ensure the arrival of right inputs, at right time, in the 

correct quantities at most competitive price. A crucial decision that needs to be taken is whether to set up 

centralised purchasing office to buy bulk for subsidiaries throughout the world by multinational companies. 

(Bennett 2006).              

 

2. Materials and Methods 
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The methodology employed was a systematic way to solve the research problem. The method was 

objective, logical and systematic. The research design was descriptive design that involved collecting data 

in order to test hypothesis concerning the status of financial performance of public secondary schools. 

3. Sampling and Sample Size  

Sixteen public secondary schools that had been in existence by the year 1999 were found to fit the scope of 

the study but only fourteen schools’ bursars filled their questionnaires and two failed to fill questionnaires 

administered by the researchers.  A census inquiry method was employed that involved a complete 

enumeration of all schools in the population. The census inquiry was chosen since schools were  accessible 

and made data collection  more representative and credible. 

4. Results 

Fourteen bursars (87.5%) out of sixteen had their questionnaires collected and were analyzed. Inferential 

statistics was used to compare the financial performance of schools before and after introduction of 

Procurement Act. Revenue to expenditure ratio and liquidity ratios were computed for each school five 

years before and five years after introduction of Procurement Act. 

The following ratios were computed; 

                    (1)     Revenue: expenditure ratio = Revenue 

                                                                              Expenditure  

                   (2).    Liquidity   of   the schools 

                         (a)  Current ratio   =   Current asset 

                                                       Current liabilities 

                         (b). Acidity-test ratio= Very quick assets 

 Current liabilities 
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The mean  and  standard  deviation  for   each  ratio were computed  for each  school before  and  after  

procurement. Testing hypothesis about the difference between two means to know whether the difference 

between two means were significant or not. The general procedure of this hypothesis testing is the same 

except that standard error is calculated according to Saleem, N.A.  (1994). 

Standard error of the difference between means 

      S.E           =       61 
2 +  61 

2  

                             N1           N2 

The t-score was  used to test for the difference between means of all schools at   95%   confidence level. 

.The hypothesis was tested using the following formula.  

     t     = X 1-X 2   

               S.E             

      t=   is a test statistic. 

    X 1 =    the mean of ratio before introduction of Procurement Act. 

    X 2 = the mean of ratio after introduction of Procurement Act.
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     N 1 =     the number of years before introduction of Procurement Act. 

     N 2 =     the number of years after introduction of Procurement Act. 

     6 1 =     standard deviation before introduction of Procurement Act. 

     6 2 =      standard deviation after introduction Procurement Act. 

For the value of t= +     1.96 at 5% significance level   for the given degrees of freedom. If the calculated value of t 

is greater than 1.96 or less than -1.96 then the null hypothesis has been rejected and the alternative hypothesis has 

been accepted.   

Analysed data has been presented using tables as follows; 

Table 1: Revenue to expenditure ratios; 

 

schools 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

A 0.837 1.135 0.889 1.074 1.074 1.098 1.029 1.1 1.038 1.142 

B 1.002 0.977 1.003 1.004 1.003 1.015 1.007 1.014 1.011 1.014 

C 0.955 0.924 0.978 0.982 1.086 0.885 0.899 1.058 1.069 1.076 

D 1.039 1.039 0.991 1.259 1.446 1.197 0.95 1.005 1.011 1.021 

E 1.072 1.09 1.13 1.28 1.067 0.934 1.0 1.069 0.984 1.174 

F 1.049 1.287 1.148 1.142 0.95 1.278 0.946 0.987 0.86 0.963 

G 1.158 1.134 1.144 1.112 0.95 1.085 1.031 1.196 1.054 0.997 

H 1.0004 1.0 1.0 1.0 1.157 1.0 1.024 1.0 1.002 1.379 

I 0.991 0.992 1.039 1.016 1.112 1.042 1.067 1.045 1.013 1.025 

J 0.992 0.993 1.031 1.026 1.055 1.049 1.015 1.02 1.029 1.001 

K 0.993 1.169 1.06 1.084 1.056 1.119 1.068 1.041 1.027 1.065 
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L 1.058 0.918 1.0 1.059 1.034 0.946 0.859 0.953 1.116 1.139 

M 0.962 0.995 0.95 0.951 0.96 0.948 0.994 0.994 0.979 1.141 

N 1.005 1.004 1.003 1.01 1.00

1 

1.003 1.007 1.012 1.01 1.003 

Mean  1.01 1.05 1.02 1.08 1.07 1.07 0.99 1.04 1.02 1.09 

 

From the analysed data only three schools had balanced budget or a ratio of 1:1 that is schools E and L one year 

each and school H for four years. This represent (21.43 %) of the respondents while eleven schools (78.57%) were 

not able to match revenue with expenditure. Schools either had surplus budgets or a deficit budgets which means 

that they did not observe the concept of modern balanced school budget that ensure the balancing of educational 

plan along expenditure and receipts.  

Table 2: Current assets to current liability; 

schools 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

A 1.132 1.300 0.965 1.116 1.343 1.643 1.618 0.021 0.003 0.181 

B 21.214 8.897 6.731 20.989 12.925 2.164 1.275 0.775 0.470 1.074 

C 0.522 0.477 0.620 0.527 0.442 0.67 0.583 0.274 0.399 0.487 

D 2.452 1.392 1.790 2.370 1.935 3.015 2.227 1.578 2.127 2.878 

E 1.095 1.116 1.005 1.000 0.743 0.860 0.991 0.928 0.966 0.664 

F 2.700 1.1 2.942 2.566 1.38 0.755 1.031 1.267 1.876 1.078 

G 1.798 1.253 1.56 1.439 1.289 1.456 1.737 2.030 1.474 1.566 

H 1.16 1.274 1.374 1.347 1.141 1.553 0.812 1.11 0.89 0.873 

I 1.208 1.274 1.191 1.286 1.253 1.240 1.058 1.336 1.416 1.252 
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J 1.078 1.424 1.501 1.877 1.085 1.423 1.265 1.396 1.236 2.081 

K 1.988 1.272 1.491 1.522 1.356 1.375 1.151 1.205 1.482 1.683 

L 0.571 0.531 0.605 0.797 0.920 0.859 0.651 0.620 0.777 0.935 

M 1.437 1.452 1.196 1.1 1.105 1.053 1.152 1.06 1.034 1.017 

N 4.186 4.237 4.08 3.469 2.212 2.646 3.255 2.333 3.68 4.216 

mean 3.04 1.93 1.93 2.89 2.08 1.48 1.34 1.14 1.27 1.43 

  

Apart from four schools(28.57%) with one having one year  ratio of more than 2:1, another one three years and two 

schools with six years the rest of schools ten ( 71.43 %) had not attained a ratio of 2:1 which is the ideal ratio for 

institution to able to meet maturing obligation in short term. The more the current assets in relation to current 

liabilities, the more the institutions ability to meet its current obligations.   

Table 3: Acidity-test ratio; 

schools 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

A 0.011 0.009 0.006 0.007 0.006 0.006 0.005 0.021 0.003 0.179 

B 0.759 0.133 1.488 2.354 1.194 0.058 0.007 0.058 0.006 1.025 

C 0.027 0.011 0.021 0.018 0.01 0.007 0.012 0.005 0.004 0.004 

D 0.579 0.187 0.058 0.287 0.072 0.015 0.013 0.024 0.028 0.089 

E 0.097 0.09 0.08 0.008 0.007 0.055 0.0097 0.03 0.031 0.014 

F 1.011 0.090 0.268 0.110 0.028 0.066 0.203 0.22 0.073 0.022 

G 0.307 0.213 0.647 0.201 0.930 0.349 0.355 0.572 0.115 0.029 
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H 0.039 0.053 0.187 0.024 0.601 0.0052 0.050 0.008 0.007 0.609 

I 0.007 0.058 0.082 0.072 0.078 0.082 0.086 0.062 0.097 0.116 

J 0.283 0.106 0.124 0.119 0.1702 0.2058 0.095 0.082 0.132 0.13 

K 0.355 0.132 0.163 0.16 0.222 0.231 0.119 0.083 0.147 0.163 

L 0.001 0.026 0.011 0.021 0.04 0.024 0.016 0.026 0.032 0.032 

M 0.009 0.009 0.018 0.01 0.006 0.006 0.035 0.037 0.026 0.034 

N 0.082 0.05 0.033 0.166 0.018 0.045 0.161 0.268 0.32 3.321 

Mean 

ratios 

0.23 0.08 0.23 0.26 0.24 0.08 0.08 0.11 0.07 0.41 

 

There are two schools  (14.29%) that obtained a ratio of more than 1:1 that is one school(F) one year and another 

school(B) four years which is the ideal ratio and the rest of the schools twelve (85.71%) obtained a ratio of less than 

1:1 which means that expenditure was more than revenue for schools generally.  

Table 4: Revenue to Expenditure ratio; 

schools Ratio before 

introduction of 

Procurement Act 

Ratio after introduction 

of Procurement Act 

t-test statistic 

score 

A 1.005 1.081 -1.33 

B 0.998 1.0122 -2.93 

C 0.985 0.9974 -0.27 

D 1.1548 1.0368 1.37 

E 1.1278 1.0322 1.86 
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F 1.1152 1.0068 1.34 

G 1.0996 1.0726 0.59 

H 1.031492 1.08106 -0.68 

I 1.03 1.0384 -0.173 

J 1.0194 1.0228 -0.264 

K 1.0724 1.064 0.27 

L 1.0138 1.0026 0.217 

M 0.966 1.0112 -1.47 

N 1.0046 1.013 -1.79 

Mean t-statistic   0.98 

Mean ratio 1.045 1.034  

 

From analyzed data  only one school(7.14%) had a t value less than  -1.96 and the rest of schools thirteen (92.86%)  

had t value less than 1.96 and greater than  -1.96 which means null hypothesis is accepted since it falls within 

acceptance region. Researcher accept null hypothesis which states that there is no significant change in revenue to 

expenditure ratio after introduction of Procurement Act 2003. 

Table 5: Current ratios; 

schools Ratio before 

introduction  of 

Procurement Act 

Ratio after introduction 

of Procurement Act 

t-test statistic 

score   

A 1.171 0.693 1.38 

B 14.1512 1.1516 4.8 

C 0.5176 0.4826 0.52 

D 1.9878 2.365 -1.27 

E 0.9918 0.8818 1.39 
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F 2.1376 1.2014 2.5 

G 1.4678 1.6526 -1.42 

H 1.2476 1.0476 1.68 

I 1.2424 1.2604 0.061 

J 1.3929 1.48016 -0.453 

k 1.5258 1.3792 1.04 

L 0.6848 0.7684 -0.9 

M 1.258 1.0632 2.67 

N 3.6368 3.226 0.9 

Mean t-statistic   1.5 

Mean ratios 2.49 1.33  

 

Data analyzed shows that calculated t values of three schools (21.43%) were greater than 1.96 while eleven schools 

(78.57%) had their t value fall between less than 1.96 and greater than -1.96 hence null hypothesis is accepted at 5% 

level of significant. This means there was no significant change in current assets to current liability ratios after 

introduction of Procurement Act 2003. 

Table 6: Acidity-test ratio; 

 

schools Ratio before 

introduction of 

Procurement Act 

Ratio after introduction 

of Procurement Act 

t-test  statistic 

score 

A 0.0078 0.0428 1.15 

B 1.1856 0.231 2.54 
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C 0.01736 0.006248 3.55 

D 0.2366 0.0338 2.36 

E 0.071 0.02784 2.91 

F 0.3014 0.1168 0.278 

G 0.4596 0.284 1.14 

H 0.18082 0.03596 1.44 

I 0.0718 0.0886 -1.94 

J 0.16034 0.12904 0.897 

K 0.2064 0.1486 1.38 

L 0.01988 0.026 -0.95 

M 0.001048 0.02786 -3.89 

N 0.0698 0.823 -1.34 

Mean t-statistic   1.84 

Mean ratios 0.22 0.16  

 

From the table on current ratios the calculated value of t-statistic five schools (35.7%) had t value outside acceptance 

region that is four schools had t value greater than 1.96 and one school had t value less than -1.96 all rest that is nine 

schools (64.29%) had their t values less than 1.96 and greater than -1.96.Therefore null hypothesis is accepted at 5% 

significant level. Even mean t-statistic of 1.84 is less than 1.96. This means that there was no significant change in 

cash and its equivalent to current liability ratio after introduction of Procurement Act.  

The number of questionnaires that were delivered to schools bursars was sixteen but only fourteen bursars (87.5%) 

filled data which was collected and data analysed. This represents a non response rate of (12.5%). 

Table 7: Schools using Procurement Act in procuring products; 
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From above table all schools use Procurement Act in tendering for products 

Table 8: number of committee members; 

Number of committee 

members 

7 8 9 

Number of schools 3 7 4 

% 21.43 50 28.57 

 

According to the responses only seven schools (50%) followed the requirement of Kenya Gazette Supplement No. 

92 of 29th December 2006 which give eight members as required by law. Three schools (21.43%) had seven that is 

few by one member and four schools (28.57%) had nine that is more by one member. 

Table 9: number of schools government had/not provided training to member; 

 

responses yes no 

Government provided 

training to members of 

committee 

7 7 

Response in % 50 50 

 

Table 10: Responses from respondents on impact of Procurement Act on  

                    financial performance of public secondary schools. 

responses yes no 

Schools using 

procurement in 

procuring products 

14 0 

% 100 0% 
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schools 11 12 13 14 5 7 2 6 9 10 3 1 8 4 

Reduced 
expenditure 

4 3 5 4 5 2 3 2 3 4 4 4 4 4 

Reduced 
current 
liability 

3 3 5 4 4 2 4 2 2 3 4 4 4 4 

Reduced  
creditors 
balances 

5 3 5 4 4 1 3 1 4 3 4 4 4 4 

Increased  
current assets 

2 2 5 4 4 1 2 1 4 3 4 4 4 3 

Improved 
cash in hand 
and cash at 
bank 

4 3 4 5 4 2 3 2 4 3 4 2 4 3 

scores 18 14 24 21 21 8 15 8 17 16 20 18 20 18 

 

Score value 

5x5 = 25   most favourable 

5x3 = 15 neutral attitude  

5x1 = 5 most unfavourable 

From the table ten bursars representing (71.43%) of schools bursars believe that Procurement Act improved schools 

financial performance, while one bursar representing (7.14%) was neutral and three bursars representing 21.43%) 

believed that introduction of Procurement Act has not had any impact on financial performance of schools.  

Discussion 

To asses the impact of procurement on financial performance of  public secondary schools in Nakuru district, the 

study emphasized on some aspect such as change in revenue to expenditure ratio, current assets to current liability 

ratio and cash to current liability ratio. Generally schools did not attain the ideal ratio of 1:1 in both cases for 
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revenue to expenditure ratios, only three schools (21.43%) had attained a ratio of 1:1 eleven schools (78.57%) had 

either surplus or deficit budgets .For  current ratios only four schools (28.57% )  had attained a ratio of more than 

2:1 the rest ten schools (71.43%)  attained ratios of  less than 2:1 hence generally schools did not attain an ideal ratio 

of  2:1 therefore schools may find it difficult to meet the financial obligation in short  term. In case of quick ratio 

only two schools (14.29%) attained a ratio of 1:1 the rest twelve schools (85.71%) attained a ratio of less than 1:1. 

On the year of introduction of procurement Act  all schools adopted it in 2004 and all schools bursars agreed that 

they use Procurement Act  in procuring products. On the number of committee members researcher observed that 

three schools (21.43%) had seven members of committee, seven schools had eight 50% while four schools (28.57%) 

had nine members of committee. 

On whether government had provided any training to members researcher found that seven schools  50% committee 

members had received while seven 50% had not received any training by the government. 

On whether the same committee members open and award tender researcher observed that eleven (78.57%) said yes 

while three (21.43%) said no.  

On whether procurement had impact on financial performances of public secondary schools according to 

respondent’s feelings it was found that ten bursars (71.43%) belief that Procurement Act improved schools financial 

performance while one bursar (7.14%) was neutral and three bursar (21.43%) beliefs that it had no any impact on 

financial performance of schools. Therefore based on respondents feelings Procurement Act had improved financial 

performance of public secondary schools but according to result on financial ratios the t-test statistic values shows 

that the there was no significant  change in financial performance public secondary schools after introduction of 

Procurement Act.        

The researchers observed that majority of schools did not have significant change as shown by t value. One school 

(7.14%) had t value less than -1.96 while thirteen schools (92.86%) had t values range between less than 1.96 and 

greater than -1.96 hence null hypothesis was accepted at 5% level of significance. 

It was further observed that only three schools (21.43%) had t values greater than 1.96 while eleven schools 

(78.57%) had t values range from less than 1.96 and greater than -1.96 hence null hypothesis accepted at 5% level of 

significance.It was also observed that four schools (28.57%) had t values greater than 1.96 and ten schools (71.43%) 
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had t values range between less than 1.96 and greater than -1.96. therefore null hypothesis was accepted at 5% level 

of significance. 

5. Conclusions  

The study intended to find out the extent of change in revenue to expenditure ratios after introduction of 

Procurement Act and to find out the extent of change in liquidity ratios after introduction of Procurement Act. 

On finding out extent of change in revenue to expenditure ratio the study found out that thirteen schools (92.86%) 

had t values between less than 1.96 and greater than -1.96 hence there was no significant change in ratios after 

introduction of Procurement Act 2003. 

On liquidity ratios the study found out that current ratio schools had not changed significantly since eleven schools 

(78.57%) had a t value less than 1.96 and greater than -1.96 while three schools (21.43%) had t values greater than 

1.96. Therefore it can be concluded that there was no significant change in current ratios after introduction of 

Procurement Act. On quick ratios the study found out that four schools (28.57%) had t values greater than 1.96 

while ten schools (71.43%) had t values range from less than 1.96 and greater than -1.96. We concluded that there 

was no significant change in quick ratios after introduction of Procurement Act 2003. 
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