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Abstract 

Effective payroll management is essential for public financial sustainability, with Kenya’s 

Public Finance Management Act mandating that county governments keep employee 

compensation below 35% of total revenue. Ideally, such compliance ensures balanced resource 

allocation between recurrent expenditure and development priorities. However, audit findings 

for Meru County Government from 2021 to 2024 revealed chronic payroll non-compliance.  

This study investigated the financial sustainability implications of these irregularities, 

assessing the extent of non-compliance, its fiscal consequences, and how employment 

documentation lapses impact the development-to-recurrent expenditure ratio. The study 

adopted a survey research design using a quantitative approach. Data were collected through 

document analysis of official audit reports by the Auditor-General for FY 2021/22 to 2023/24. 

The analysis employed a modified version of Barasa et al.'s (2023) compliance categorization 

framework, adapted to Meru County’s context. Quantitative data were analyzed using 

descriptive statistics, means and percentages, and examined using Omondi et al.’s (2022) 

framework to establish relationships between non-compliance categories and financial 

sustainability indicators. Content validity was ensured through expert review by public finance 

specialists, while reliability was achieved by cross-verifying multiple data sources, consistent 

with Wanyama and Okello’s (2023) recommendations for payroll data integrity. The findings 

revealed persistent non-compliance, including excessive payroll expenditure exceeding the 

legal threshold (up to 60%), and systemic failures in contract management. The study 

recommends that Meru County Government adopts a standard integrated HR -payroll system, 

the County secretary and the head of public service liaise with the County Public Service Board 

to enforce strict recruitment and documentation protocols, and the Auditor-General and 

Controller of Budget to support in intensifying compliance audits. These measures will enhance 

fiscal discipline, align practices with policy, and protect public resources for development use. 

Keywords: Financial sustainability, payroll non-compliance, county government expenditure, public 

financial management, payroll management, human resource accountability 
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1. Introduction 

Financial sustainability in public sector governance refers to a government’s ability to maintain 

service delivery, and manage its revenues, expenditures, and liabilities over time in a manner 

that supports policy goals without incurring excessive fiscal stress or intergenerational 

inequities (Aversano & Christiaens, 2021; OECD, 2021). Key measurable indicators include 

the ratio of recurrent expenditures to total revenue, debt servicing levels, the percentage of 

payroll costs in relation to own-source revenue, adherence to budgetary ceilings, and fiscal 

resilience (Opanasenko & Diachenko, 2023). For county governments, financial sustainability 

is typically measured through metrics such as debt-to-revenue ratios, employee cost-to-revenue 

ratios, development-to-recurrent expenditure ratios, and own-source revenue performance 

(Mupa, 2022). 

Payroll management compliance encompasses the degree to which payroll processes adhere to 

statutory, regulatory frameworks, policy requirements, and procedures, governing human 

resource and compensation systems. It includes accurate employee records, validated 

payments, lawful hiring and promotion practices, timely remittance of statutory deductions, 

and proper documentation. Elements of non-compliance include unauthorized allowances, 

excessive wage bills relative to revenue, irregular recruitment practices, payment without valid 

documentation, and failure to remit statutory deductions (Anyango & Muturi, 2022).  

Common quantitative and qualitatively elements of non-compliance that are identified through 

audit discrepancies include unauthorized allowances, excessive wage bills relative to revenue, 

payment without valid documentation, procedural breaches such as unapproved recruitments 

or failure to maintain appropriate documentation, irregular contract terms, data integrity 

failures, and failure to remit statutory deductions (Anyango & Muturi, 2022; Barasa et al., 

2023; Musa et al., 2020). In Kenya, Regulation 25(1)(a) of the Public Finance Management 

(PFM) Act mandates that county governments must not exceed 35% of their revenue on 

employee compensation. 

Globally, public sector payroll non-compliance has been a persistent challenge, especially in 

countries with weak institutional oversight. In Australia, the Victorian Auditor-General's 

Office (2022) identified payroll control weaknesses in several local councils, noting that 

uncontrolled employee benefits constituted a significant sustainability risk, with wage costs 

exceeding 40% of total revenue in multiple jurisdictions. Similarly, the United Kingdom's 

National Audit Office reported that 17% of local authorities face a high risk of financial failure 

partly due to uncontrolled workforce costs and non-compliance with remuneration guidelines 

(Harvey et al., 2022). In Greece, prior to its 2009 financial crisis, unchecked public payroll 

growth contributed to unsustainable fiscal deficits, highlighting the importance of stringent 

payroll governance (IMF, 2020). Countries like Estonia and New Zealand offer best-practice 

models where digitized, centralized payroll systems and strict audit compliance mechanisms 

enhance transparency and fiscal prudence. Estonia’s X-Road interoperability system allows 

How to Cite: Atheru, K. J. T., & Gichohi, P. (2025). Financial Sustainability Implications of Non-Compliance 

in devolved units in Kenya: a case of Meru County Government Payroll Management for the Period between 

2021-2024. Journal of Finance and Accounting, 5(3), 50-63. 

 



EdinBurg Peer Reviewed Journals and Books Publishers 

Journal of Finance and Accounting 

Vol. 5||Issue 3||pp 50-63||August||2025 

Email: info@edinburgjournals.org||ISSN: 2789-0201 

 

52 

 

 

 

seamless HR and payroll integration, minimizing duplication and enabling real-time payroll 

oversight (World Bank, 2021). 

In developing economies, payroll non-compliance presents more severe sustainability 

challenges. Brazil's municipalities experienced significant fiscal stress when employee costs 

exceeded the 60% threshold established by their Fiscal Responsibility Law, with Santos 

Municipal Government facing intervention after its wage bill reached 73% of revenue in 2022 

(Oliveira & Santos, 2023). The Philippines' Department of Interior and Local Government 

found that 37% of local government units operated with unsustainable wage bills, with irregular 

allowances and unauthorized positions accounting for approximately 15% of total personnel 

expenditure (Mendoza et al., 2021). 

In Africa, payroll non-compliance and its impact on financial sustainability has become a 

priority concern for public financial management reforms. It is a major drain on public 

resources in Sub-Saharan Africa. In South Africa, public sector wage costs are among the 

highest globally relative to GDP. The 2020 National Treasury report emphasized that employee 

compensation accounted for over 35% of consolidated government expenditure, with audit 

findings citing unauthorized promotions and salary adjustments as recurrent issues (National 

Treasury RSA, 2021). The Public Service Commission has called for enhanced linkage 

between performance evaluations and compensation to align HR expenditures with national 

priorities. Moreover, the South Africa's Auditor-General highlighted significant control 

weaknesses in municipal payroll systems, with 42% of municipalities failing to implement 

proper segregation of duties and verification processes, resulting in R3.4 billion in irregular 

personnel expenditure during 2021-2022 (Auditor-General South Africa, 2023). 

In Nigeria, for example, payroll fraud such as ghost workers and unauthorized allowances 

significantly strain national budgets. The introduction of the Integrated Payroll and Personnel 

Information System (IPPIS) has mitigated but not eradicated these risks, as reports of 

fraudulent payments and lack of transparency continue (Adebayo & Ajike, 2021). Ghana's 

Public Accounts Committee reported that payroll irregularities, including ghost workers and 

unauthorized allowances, cost the government approximately 13% of the public wage bill 

annually, significantly affecting the fiscal sustainability of local authorities (Appiah-Kubi & 

Ameyaw, 2022). Rwanda's Office of the Auditor General reported improved compliance 

through its integrated financial management information system, reducing payroll irregularities 

from 11.2% to 3.8% of personnel expenditure between 2020 and 2023 (Niyibizi & Habimana, 

2023). 

In East Africa specifically, Kenya, Tanzania, and Rwanda have implemented various public 

financial management reforms aimed at addressing payroll irregularities. Tanzania's Controller 

and Auditor General identified that seven regional administrations exceeded personnel 

expenditure thresholds, with irregular allowances constituting 9.3% of the total wage bill 

(Rweyemamu & Msafiri, 2021). Tanzania and Uganda have made progress through biometric 

verification and payroll audits, identifying thousands of ghost workers and saving millions in 

public funds (Afrobarometer, 2022). However, enforcement challenges remain, largely due to 

political interference and weak HR information systems.  

In Kenya, the transition to devolved governance has presented significant challenges in payroll 

management and financial sustainability at the county level. The Public Service Commission 
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(2022) reported that non-compliance with recruitment procedures and remuneration guidelines 

contributed significantly to fiscal stress among counties, with salary arrears claims reaching 

Ksh 19.7 billion across all counties by 2022. The Office of the Auditor General has consistently 

identified payroll irregularities as a key concern in county financial management, with 31 

counties exceeding the statutory 35% threshold for employee costs to total revenue in the 

2021/2022 financial year (Office of the Auditor General Kenya, 2023). This has led to reduced 

funds for development and essential public services.  

Counties such as Nairobi, Kisumu, and Mombasa have faced scrutiny over ballooning wage 

bills and irregular payments uncovered through annual audits. Specifically, Nairobi City 

County faced severe financial distress partly attributed to an unsustainable wage bill that 

consumed 58% of revenue in 2022, with unauthorized allowances accounting for 

approximately Ksh 943 million annually (Gacheru & Kiama, 2023). Similarly, Kisumu 

County's financial sustainability was compromised when its employee cost reached 52% of 

revenue, with the Controller of Budget identifying irregular recruitment and unauthorized 

allowances as key contributing factors (Omondi et al., 2022). 

Meru County Government's case, as revealed in the audit reports, exemplifies the broader 

national challenge of balancing personnel costs with service delivery imperatives. Audit 

reviews for FYs 2021/22 to 2023/24 reveal that the county's employee cost-to-revenue ratio 

had progressively remained high to over 45%, significantly exceeding the statutory threshold 

of 35% (Kamau & Njoroge, 2024). The report reveals consistent breaches of the employee 

cost-to-revenue ratio, this corresponds with findings from comparable counties such as 

Kiambu, which reported employee costs at 54% of revenue, highlighting systemic challenges 

in devolved payroll management in Kenya (Kinyua et al., 2023). 

The widespread nature of payroll non-compliance across Kenyan counties suggests structural 

issues in the devolution framework, including inherited staffing structures from former local 

authorities, inadequate capacity for payroll management, and weak enforcement of compliance 

mechanisms (Wanyama & Okello, 2023). The Commission on Revenue Allocation (2022) 

identified that counties with higher levels of payroll non-compliance demonstrated 

significantly lower development expenditure ratios, directly impacting their capacity to deliver 

services and infrastructure to citizens. 

The cumulative financial impact is significant, not only in terms of direct monetary loss but 

also in the erosion of public trust and the county’s ability to invest in development projects. 

The implications extend to intergovernmental fiscal transfers, compliance with national 

development plans, and local service delivery. 

This study sought to analyze how these patterns of non-compliance affect the financial 

sustainability of Meru County. By quantifying the financial costs of irregular payroll practices 

and linking them to broader fiscal outcomes, the research will contribute to policy reforms in 

county-level payroll governance. It also provides empirical insights for aligning HR practices 

with statutory frameworks and financial sustainability targets. 

1.1 Problem Statement 

Effective payroll management is essential for sound public financial governance, ensuring 

institutions operate within fiscal limits to sustain essential services and development goals. In 
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Kenya, county governments are required by law to keep personnel emoluments below 35% of 

total revenue, as outlined in the Public Finance Management Act (2012) and its County 

Government Regulations (2015). These frameworks aim to balance administrative expenses 

with investments in service delivery and economic growth. Ideally, payroll systems should 

uphold transparency, accuracy, compliance, internal controls, and regular audits, thereby 

contributing to fiscal discipline and public trust (National Treasury, 2023). 

Despite this, Meru County Government has continued spending 45% in FY 2021/22, 49% in 

FY 2022/23, and 60% in FY 2023/24. This signals deeper issues in payroll management, such 

as the continued use of unintegrated systems, unionisable employees' demand for promotions, 

unauthorized allowances, and the presence of suspected ghost workers. Audits have highlighted 

anomalies including unremitted statutory deductions worth Kshs. 2.6 million, unremitted 

mortgage loans, and at times, irregular salary and allowances payments to individuals who 

don’t deserve such (Office of the Auditor-General [OAG], 2024). These lapses indicate strong 

unionisable staff demands, and non-compliance with regulatory requirements—posing risks to 

Meru County’s fiscal sustainability, development commitments, and public service delivery. 

While previous studies such as Musa et al. (2020), Barasa et al. (2023), and Omondi et al. 

(2022) have examined payroll fraud, internal controls, automation, and regulatory compliance 

in county governments, they have largely taken a generalized approach. However, the existing 

literature has not sufficiently quantified the financial impact of payroll-related non-compliance 

or analyzed how different types of irregularities—such as allowance anomalies, recruitment 

violations, and internal control failures—specifically affect financial sustainability metrics. 

Furthermore, the implications of these irregularities on long-term fiscal performance remain 

underexplored. This study seeks to fill that gap by conducting a focused analysis of Meru 

County Government using recent audit data to assess the financial consequences of payroll and 

human resource management irregularities. It will investigate how distinct forms of non-

compliance contribute to fiscal stress, compromise the county’s ability to meet financial 

obligations and hinder progress on development goals.  

1.2 Purpose of the Study 

This was to analyze the financial sustainability implications of payroll management non-

compliance in Meru County Government for the period 2021-2024. 

1.3 Specific Objectives 

i. To assess the nature and extent of payroll and human resource management non-

compliance in Meru County Government. 

ii. To determine the financial implications of payroll-related irregularities, and non-

remittance of statutory deductions. 

iii. To analyze the differential implications of recruitment and employment documentation 

irregularities on Meru County's development-to-recurrent expenditure ratio. 
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2. Literature Review  

Financial sustainability in public sector institutions remains a critical concern globally, with 

payroll management compliance emerging as a significant determinant of fiscal stability. In 

developed economies, robust regulatory frameworks have mitigated but not eliminated 

compliance challenges. The United Kingdom's National Audit Office (2022) documented those 

local authorities with effective payroll compliance mechanisms demonstrated 17% higher 

fiscal resilience scores compared to counterparts with control weaknesses. In countries such as 

New Zealand and Estonia, strict payroll compliance, coupled with advanced digital systems, 

has contributed to transparent wage structures and efficient resource utilization (World Bank, 

2021). Estonia’s X-Road platform allows seamless integration of human resource data across 

government departments, reducing incidences of ghost workers and erroneous payments 

(OECD, 2022). In countries like Greece, lax payroll controls were among the factors 

contributing to unsustainable public debt and fiscal crisis in the late 2000s, prompting reforms 

that emphasized data integrity, transparency, and fiscal discipline (IMF, 2020).  

Oliveira and Santos (2023) found that Brazilian municipalities that maintained employee costs 

below the 60% Fiscal Responsibility Law threshold were 3.2 times more likely to achieve 

sustainable debt service ratios than those exceeding regulatory limits. Similarly, a 

comprehensive analysis of Australian local councils by Harvey et al. (2022) revealed that 

jurisdictions maintaining compliant payroll systems experienced 24% lower audit 

qualifications and maintained development expenditure ratios above 0.4, indicating stronger 

financial sustainability. These findings reflect Armstrong's (2021) conclusion that payroll 

compliance serves as a critical "canary in the coal mine" for broader public financial 

management effectiveness, with non-compliance often preceding more severe fiscal distress 

by 12-18 months. 

In the Sub-Saharan African region, payroll mismanagement continues to hinder effective 

public service delivery and development. In South Africa, the Auditor-General (2023) 

established a statistically significant correlation (r=0.74, p<0.001) between payroll control 

effectiveness scores and fiscal sustainability metrics across municipalities. Nigeria has 

struggled with persistent payroll fraud, particularly involving ghost workers and unauthorized 

allowances, prompting the adoption of the Integrated Payroll and Personnel Information 

System (IPPIS). While IPPIS has saved the government billions in wage costs, challenges 

around incomplete integration and manual loopholes remain (Adebayo & Ajike, 2021). 

Ghana's experience, documented by Appiah-Kubi and Ameyaw (2022), demonstrated that 

elimination of ghost workers and unauthorized allowances produced annual savings equivalent 

to 13% of the public wage bill, significantly improving fiscal space for development 

expenditure. 

Within East Africa specifically, Rweyemamu and Msafiri (2021) identified that Tanzanian 

regional administrations with compliant payroll systems maintained an average of 18% higher 

development expenditure allocation compared to non-compliant counterparts. In Uganda and 

Tanzania, biometric verification exercises have revealed significant savings by eliminating 

non-existent employees from government payrolls (Afrobarometer, 2022). However, these 

reforms have often focused narrowly on detection of ghost workers, with limited analysis on 

the broader financial sustainability implications such as budgetary imbalances and opportunity 
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costs of inefficient wage bills. Notably, Uganda implemented an integrated personnel and 

payroll system in 2019, reducing wage-related irregularities by 26% and contributing to a 3.8% 

improvement in fiscal performance indicators by 2022 (Mwesigwa & Namanya, 2023). These 

findings align with Niyibizi and Habimana's (2023) observation that payroll compliance 

improvements in Rwanda's district governments were associated with 28% stronger fiscal 

resilience scores during the 2020-2023 period. 

In Kenya, the decentralization framework under the 2010 Constitution introduced county 

governments with autonomous payroll and financial systems. However, compliance with 

payroll management regulations has been a persistent challenge. Reports from the Office of the 

Auditor-General (OAG) indicate that several counties, including Nairobi, Kisumu, and 

Mombasa, have exceeded the legal employee compensation threshold of 35% of total revenue, 

undermining development funding (OAG, 2023). Wambua and Chepkemoi (2021) emphasize 

that despite the automation of payroll systems in counties, human resource lapses such as 

irregular promotions, payment of unapproved allowances, and delayed contract renewals 

continue to escalate wage bills and reduce fiscal flexibility. Omondi et al. (2022) established 

that counties exceeding the statutory 35% employee cost threshold demonstrated significantly 

weaker fiscal performance indicators, with development expenditure ratios averaging 0.24 

compared to 0.41 in compliant counties. Wanyama and Okello (2023) identified that counties 

with integrated payroll management systems demonstrated 31% lower instances of audit 

qualifications related to employee costs compared to counties operating multiple or manual 

systems. However, Nyambura et al. (2022) noted that technological solutions alone proved 

insufficient without corresponding governance reforms, finding that 64% of counties using 

integrated systems still demonstrated significant compliance gaps in allowance management 

and documentation. These findings support Kinyua et al.'s (2023) conclusion that payroll 

compliance represents a multidimensional challenge requiring integrated technological, 

procedural, and governance interventions to effectively support financial sustainability. 

Specifically, Meru County presents a case of systemic payroll non-compliance with grave 

financial consequences. The County has persistently breached the 35% payroll expenditure 

ceiling, reaching 60% in FY 2023/24, due to duplicated payments, use of unintegrated systems 

(IPPD, manual, and contract payrolls), irregular allowances, and payments to employees 

without valid contracts (OAG, 2024). Kiboi and Kiai (2023) observe that such inefficiencies 

not only undermine financial sustainability but also erode public confidence and reduce funds 

available for development priorities. The complexity is compounded by weak internal controls, 

delayed disciplinary processes, and insufficient segregation of duties within payroll 

management structures.  

Mupa (2022) identified methodological limitations in existing research, with most studies 

employing cross-sectional approaches that fail to capture the cumulative effects of persistent 

non-compliance on financial sustainability trajectories. Furthermore, Kamau and Njoroge 

(2024) observed that while technological interventions received substantial attention, the 

human resource management dimensions of compliance received comparatively limited 

scholarly focus despite their centrality in driving compliance outcomes. Despite growing 

scholarship on public financial management in Kenya, few empirical studies directly link 

payroll non-compliance to financial sustainability outcomes at the county level. Existing 
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research has mostly focused on general audit compliance (Obong’o & Otieno, 2022), the role 

of automated payroll systems (Wambua & Chepkemoi, 2021), and internal controls (Musa et 

al., 2020). These gaps highlight the need for integrative research approaches that conceptualize 

payroll compliance not merely as a procedural concern but as a fundamental determinant of 

financial sustainability in devolved governance systems. 

This study is grounded in Agency Theory, developed by Jensen and Meckling (1976), which 

explores the relationship between principals (e.g., citizens or elected leaders) and agents (e.g., 

public officials) who are entrusted to act on behalf of the principals. The theory highlights the 

risk that agents may act in their own interests rather than those of the principals, especially 

when oversight is weak or incentives are misaligned. This can result in inefficiencies, moral 

hazard, or corruption. 

In the context of Meru County Government, Agency Theory is particularly relevant in 

explaining payroll management non-compliance. Irregularities such as duplicated payments, 

unauthorized allowances, and payments to employees without contracts illustrate agency 

problems driven by weak oversight, poor internal controls, and lack of transparency (Musa et 

al., 2020). By applying this theory, the study aims to diagnose and propose solutions such as 

stronger monitoring mechanisms, digitized payroll systems, and stricter enforcement of 

regulations to ensure that agents’ actions align with the financial sustainability goals of the 

principals (Obong’o & Otieno, 2022). 

3. Methodology 

This study adopted a survey research design using a quantitative approach, where, data on 

payroll, expenditure, and financial performance indicators were collected through document 

analysis, specifically, from the official audit reports by the auditor general for fiscal years FY 

2021/22 to 2023/24. The derived data were analyzed, establishing statistical relationships 

between compliance categories and sustainability indicators. The document analysis 

instrument employed Barasa et al.'s (2023) compliance categorization framework, modified to 

capture Meru County's specific context. 

Content validity was established through expert review by financial management specialists 

and academics, while reliability was ensured through internal consistency checks comparing 

multiple data sources, addressing what Wanyama and Okello (2023) identified as critical 

verification procedures for payroll data integrity. Quantitative data was analyzed using 

descriptive statistics (mean and percentages) to establish compliance patterns to determine 

relationships between specific non-compliance categories and financial sustainability 

indicators, following Omondi et al.'s (2022) analytical framework for county financial 

performance. Ethical considerations were strictly observed, including ensuring confidentiality 

and complying with institutional ethical guidelines.  

4. Results and Discussion 

This section presents and discusses the key findings of the study, anchored on an analysis of 

official audit records and management responses from the Meru County Government between 

2021 and 2024. The results are organized thematically to align with the research objectives and 

provide a comprehensive understanding of how payroll management non-compliance affects 

the county’s financial sustainability. Each theme is interpreted in the context of existing 
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literature within the broader literature on public sector financial management and compliance 

frameworks to reveal common patterns and unique deviations relevant to Kenya’s devolved 

governance landscape. 

4.1 Nature and Extent of Payroll and Human Resource Management Non-Compliance in 

Meru County Government 

The findings revealed extensive payroll and HRM non-compliance practices across all three 

years under review. The study identified six primary categories of non-compliance with 

varying frequencies and financial implications, as summarized in Table 1. 

Table 1: Categories and Extent of Payroll Non-Compliance in Meru County (2021-2024) 

Non-Compliance 

Category 
Frequency 

Financial Value 

(Kshs) 

Percentage of Total 

Employee Cost 

System Architecture 

& Control 

Weaknesses 

High 203,187,379 4.2% 

Allowance-Related 

Irregularities 
Very High 7,677,339 0.16% 

Documentation & 

Procedural Breaches 
High 41,745,431 0.87% 

Recruitment & 

Employment 

Irregularities 

Moderate 390,115,333 8.1% 

Statutory 

Compliance Failures 
Moderate 2,642,800 0.05% 

Verification & 

Accountability Gaps 
High 332,884,369 6.9% 

The analysis of county government payroll management practices reveals several areas where 

improvements could enhance financial sustainability. Drawing from the Meru County case 

study, common challenges in devolved governance systems include managing multiple payroll 

platforms, ensuring adequate documentation standards, and maintaining compliance with 

statutory expenditure thresholds (Wanyama & Okello, 2023). These operational aspects of 

payroll management present opportunities for system enhancement and procedural refinement. 

County governments operating parallel payroll systems—including integrated personnel and 

payroll databases, manual processing systems, and contract-specific payrolls—may experience 

coordination challenges that could benefit from system integration efforts. Research indicates 

that counties with unified payroll systems demonstrate improved data consistency and reduced 

administrative complexities compared to those managing multiple platforms (Barasa et al., 
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2023). The transition toward integrated systems represents a natural evolution in public sector 

digitization efforts. 

4.2 Areas for Improvement in Compliance Frameworks 

The study identifies several categories where county governments could strengthen their 

adherence to established guidelines.  These include system architecture optimization, 

allowance management procedures, documentation protocols, recruitment processes, statutory 

compliance mechanisms, and verification systems. Each category presents distinct 

opportunities for capacity building and procedural enhancement. 

Regarding expenditure ratios, the research notes variations in how counties manage the balance 

between personnel costs and total revenue. While the Public Finance Management Act 

establishes a 35% threshold for employee compensation relative to total revenue, some counties 

have experienced challenges in maintaining this balance, with ratios occasionally exceeding 

recommended levels (Office of the Auditor-General, 2024). This suggests the need for 

enhanced budgetary planning tools and capacity building in fiscal management. 

Allowance administration represents another area where standardization efforts could yield 

benefits. Counties sometimes face challenges in consistently applying Salaries and 

Remuneration Commission guidelines, particularly regarding specialized allowances and 

benefit structures (Kinyua et al., 2023). Developing clearer implementation frameworks and 

regular training programs could support more consistent application of these guidelines across 

different departments and service areas. 

4.3 Documentation and Administrative Systems 

Documentation management emerges as a key area for system strengthening. Counties 

occasionally encounter challenges in maintaining comprehensive employee records, contract 

documentation, and supporting materials for payroll transactions. Research suggests that 

approximately 64% of counties could benefit from enhanced documentation management 

systems to support audit readiness and administrative efficiency (Nyambura et al., 2022). 

The recruitment and appointment processes in some counties could benefit from more 

structured approaches, including comprehensive recruitment planning, documented selection 

procedures, and systematic onboarding protocols. Developing annual recruitment plans aligned 

with budgetary projections and service delivery needs represents a best practice that could 

enhance both operational efficiency and fiscal sustainability (Nzomo & Karanja, 2023). 

4.4 Financial Implications and Resource Optimization 

The financial implications of payroll management practices extend beyond immediate costs to 

include longer-term sustainability considerations. Counties that maintain higher personnel cost 

ratios may experience reduced flexibility in allocating resources to development priorities and 

capital investments. Statistical analysis suggests a relationship between personnel expenditure 

patterns and development expenditure capacity, with more balanced approaches supporting 

stronger development program implementation (Omondi et al., 2022). Resource optimization 

opportunities include improving the accuracy of statutory deduction processing, enhancing 

verification procedures for personnel transactions, and strengthening internal control 
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mechanisms. These improvements could reduce administrative inefficiencies and support more 

effective resource allocation across county priorities. 

4.5 Development Expenditure Considerations 

The relationship between personnel expenditure patterns and development program capacity 

represents an important consideration for long-term sustainability. Counties maintaining 

personnel costs within recommended parameters generally demonstrate greater capacity for 

development investments and service expansion initiatives (Appiah-Kubi & Ameyaw, 2022). 

This suggests that balanced expenditure approaches support both operational effectiveness and 

strategic development objectives. Research indicates that counties with well-documented staff 

establishments and systematic recruitment planning maintain development expenditure ratios 

approximately 29% higher than those without such planning frameworks (Nzomo & Karanja, 

2023). This highlights the value of strategic human resource planning in supporting overall 

fiscal sustainability objectives. 

4.6 System Integration Opportunities 

The transition toward integrated human resource and payroll management systems represents 

a significant opportunity for operational improvement. Counties implementing unified systems 

have demonstrated enhanced data integrity, reduced administrative redundancies, and 

improved audit readiness compared to those operating fragmented systems (Wanyama & 

Okello, 2023). These technological improvements support both efficiency gains and 

compliance enhancement efforts. 

Modern payroll management systems offer features such as automated statutory deduction 

processing, integrated reporting capabilities, and enhanced verification protocols that can 

support improved operational outcomes. The implementation of such systems, combined with 

appropriate training and change management support, represents a pathway toward enhanced 

administrative effectiveness. 

5. Conclusion  

The analysis suggests that county governments have significant opportunities to enhance their 

payroll management practices through system integration, procedural refinement, and 

capacity-building initiatives. While challenges exist in maintaining optimal expenditure ratios 

and compliance frameworks, these represent areas for improvement rather than insurmountable 

obstacles. The experience of counties that have successfully implemented integrated systems 

and strengthened their administrative procedures demonstrates the feasibility of achieving 

enhanced outcomes through systematic improvement efforts. The relationship between 

effective payroll management and financial sustainability underscores the importance of 

viewing human resource administration as a strategic component of overall fiscal management. 

Counties that invest in strengthening their payroll management capabilities position themselves 

to achieve better resource allocation outcomes and enhanced service delivery capacity over the 

long term. 

6. Recommendations 

Based on the analysis, several recommendations emerge for strengthening payroll management 

practices in county governments. These include implementing integrated human resource and 
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payroll information systems to enhance data consistency and reduce administrative 

complexities. Counties could benefit from developing comprehensive staff establishment 

frameworks and annual recruitment plans that align personnel decisions with budgetary 

capacity and service delivery objectives. 

Strengthening documentation management systems and verification procedures could support 

improved audit readiness and administrative accountability. Regular capacity-building 

programs for human resource and finance personnel could enhance technical competencies and 

promote consistent application of regulatory guidelines. Enhanced collaboration between the 

Controller of Budget, Office of the Auditor-General, and county governments could support 

more proactive compliance monitoring and technical assistance. This collaborative approach 

could help identify emerging challenges early and provide targeted support for system 

improvement efforts. 
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