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1. Background
This progress report outlines the Kenya component of the Log-IN Africa initiative. The component focuses on ICT and financial management in Local Authorities (LAs) using Nyeri and Mavoko Municipal Councils as case studies. Apart from this background, the report includes research objectives, literature review, conceptual and methodological framework, key deliverables and plan of action.

The Kenyan Local Authorities (LAs) are corporate entities that are established under the Local Government Act Chapter 265, which is currently under review. In addition to the Act, the LAs draw their legal powers from the Constitution of Kenya, other Acts of Parliament, Ministerial Orders and By-Laws. Currently there are 175 LAs in Kenya, which are in four categories: City Councils, Municipal Councils, Town Councils and County Councils. The Ministry of Local Government is the overall overseer of the operations of all LAs. While these legal bodies constitute Local Government in Kenya, the local governance framework in Kenya is broader than the LAs. It consists of provincial, district, location and sub-location administration with technical staff drawn from various ministries. Inherent in the gamut of Local Government and local governance system are various public and private institutions, including civil society organizations. Kenya has no decentralization policy that rationalizes power sharing, responsibilities, and resources between the central government ministries, parastatals, District Development Committees, LAs and the private sector. This has been a problem at an operation level, with most of the institutions and organizations lacking synergy. Although the position of LAs remains uncertain if the District is adopted as the level of devolution by the New Constitution Bill, the LAs have an advantage since they already have a participatory electoral framework in place. 

In March 2004, the Government of Kenya launched an ambitious three year (2003-2007) E-Government Strategy in line with the national development strategy for Wealth and Employment Creation.  The objectives of the strategy are to:
· Increase efficiency and effectiveness; enhance transparency and accountability in the delivery of government services through the use of information technologies. 

· Improve the internal workings of government to be externally-oriented and more customer-focused.
· Facilitate collaboration and the sharing of information within and between government agencies.
· Reduce significantly transaction costs leading to savings.
· Encourage participation and empowerment of citizens including the disadvantaged groups and, communities in the rural and remote areas through closer interaction with the government.
· Attract foreign investments by providing faster access to information and government services.

The E-Government priorities include: instituting structural and operational reforms, review of the regulatory and legal framework and development of a reliable and secure infrastructure. As originally conceptualized, the priority activities and implementation framework over the immediate, medium and long terms along the dimensions of Government to Government (G2G), Government to Business (G2B) and Government to Citizen (G2C) communications.

The above E-Government strategy does not clearly address the ICT needs of local governments. This is also evident from the current implementation of the E-Government strategy, where local governments hardly feature.
2. Research Objectives
The overall objective of the research is to assess the influence of computerized financial management systems on local governance in selected local authorities. The specific objectives are:

(a) To study the context of local authorities that influences the development and implementation of ICT. This context includes: 
· Social economic status

· National ICT infrastructure penetration in the local authority, including public access ICT facilities 

· Policy and regulatory framework

· Governance structures

· Citizen participation

(b) To investigate the scope, usage, successes and challenges of the automation of the financial management function in the local authorities
(c) To study the influence of the automated financial management system on internal organizational processes, including:

· Improvement of accountability and transparency




· Reduction of financial transaction costs




· Enhanced overall institutional efficiency
(d) To investigate the effects of automated the financial management system on access to information and service delivery, including:
· Ease of access to information by customers





· Openness and clarity of processes and procedures





· Increase on number of customers 





· Effectiveness of service delivery





· Quality of service delivery





· Customer satisfaction
(e) To investigate the effect of the automated financial management system on interaction with stakeholders, especially the information flow between the local authority and the residents, business community, central   government, the public, civil society organizations and development partners.

3. Literature Review
One of the major development challenges confronting Africa is to develop the capacities, strategies and mechanisms necessary to take full advantage of the opportunities offered by ICTs for development. The current literature on Information and Communication Technology (ICT) and planning suggests that the use of Information Technology (IT) in local government can enhance the management and functioning of cities. Of particular interest is the phenomenon of e-government, where debates and information surrounding local government matters are conducted in cyberspace. In this section, we review the relevant literature for application of ICT in local authorities.

3.1 Policy and legal framework

Local governments derive their existence and powers from 
the central government through some statutory authority. In Kenya, local authorities’ powers and functions are derived from the Local Government Act (LGA), cap 265 of the laws of Kenya, which provides the basis and structure of their functioning. Apart from this Act, the functions of local authorities are impacted by the constitution and other acts of parliament such us the Education Act, Ministerial Orders and Directives as well as By-laws. The laws that impact on the functions of LAs also define the relationship between the LAs and the central government. The LGA remains the most important in defining the relationship between the central government and the LAs. The law accords the minister of Local Government a lot of powers of control. Specifically, under sections 252 and 245, the minister can appoint a commission to run the LA and order investigations aimed at re-organising operations, the minister also approves LA budgets, by-laws and any key decisions such as decisions to invest or access credit from external sources. (Mitullah, W.V et al, 2005).

Since the beginning of 1990, when the government of Kenya began implementing Structural Adjustment Programs (SAPs), followed by civil service sector reforms in 1993, a number of reforms have been realized. In particular, there has been deliberate attempt to decentralize governance by moving away from a centralized political system where citizens hardly make any contribution in governance of resources, to a decentralized political system where inputs of citizens is considered critical to development. This has witnessed the review of the constitution, which is still on going, the review of the LGA, which has been put on hold pending completion of the review of the constitution, review of various Acts of Parliament, the development of Strategic Plans by government ministries and parastatals as well as the adoption of Results Based Management (RBM) by public institutions.
3.2 Local government system and programs 

LAs in Kenya are charged with the provision and management of infrastructure and services in their respective jurisdictions. LAs have two main sources of revenue, namely grants from the central government and revenue from local sources. Grants from central government include LATF, Road Maintenance Levy Fund (RMLF) and Contribution in Lieu of Rates (CILOR). Prior to setting up of LATF, there was limited sharing of resources with central government. Since the 1999/2000 financial year, LAs have been accessing LATF. Through it, the government transfers 5% of personal income tax to LAs. Disbursement of LATF funds depends on strict conditions which if adhered to, would not only improve financial management but greatly enhance accountability and citizens’ participation in the affairs of the councils (Mitullah and Kiura, 2006).

Local authorities derive local revenue from user charges and taxes from local sources which include: property rates, single business permits, plot rent, quarry fees, market and bus park fees, water and agricultural cess, national reserve and park fees. Municipalities rely more on water and sewage fees, property rates and single business permits while county councils and town councils on single business permits, market fees, bus parks and cess revenue.

Most LAs face a number of challenges in realizing this mandate. The challenges include: delivery of infrastructure and services, financial management, institutional and legal framework, human resource capacity and managing rapid growth. These challenges have resulted in poor service provision and management and many analysts have criticized the LAs, and questioned their role in local development. It is this inefficiency that justified a re-examination of their role and the launching of the Local Government Reform Programme, which also include the decentralization of service provision and management, which is still in the initial stages.

The Kenya Local Government Reform Programme (KLGRP) was conceptualized by the government of Kenya in the early 1990s and became operational in 1996. The programme has three components: rationalization of central – local fiscal relationship, enhancing local financial management and revenue mobilization and improving local service delivery through greater citizen participation. KLGRP focuses on deepening the legal, financial management and institutional reforms in Local Government sector. 

KLGRP began with financial reforms aimed at enhancing inter-governmental fiscal transfers, improving financial management, debt resolution, streamlining budgeting system and service provision capacity building for LAs. A key instrument in this process was the enactment of the Local Authority Transfer Fund (LATF) in 1998. The act provides 5 percent of national income tax to LAs in line with population, resource base and financial performance. In order to access LATF, LAs are administratively required to develop a Local Authority Service Delivery Action Plan (LASDAP) using a participatory approach.

The reforms have also included putting in place Fuel Levy Fund, Contribution in Lieu of Rates, user charges rationalization, single business permits and most greatly Integrated Financial Management System. These programs aim at restructuring the local public sector and more importantly, strengthening local level accountability mechanisms.
3.2.1 Resources in Local Authorities

LAs have two main sources of revenue, namely grants from the central government and revenue from local sources. 

Grants from central government include LATF, Road Maintenance Levy Fund (RMLF) and Contribution in Lieu of Rates (CILOR). Prior to setting up of LATF, there was limited sharing of resources with central government. Since the 1999/2000 financial year, LAs have been accessing LATF. Through it, the government transfers 5% of personal income tax to LAs. Disbursement of LATF funds depends on strict conditions which if adhered to, would not only improve financial management but greatly enhance accountability and citizens’ participation in the affairs of the councils (Mitullah and Kiura, 2006).

Local authorities derive local revenue from user charges and taxes from local sources which include: property rates, single business permits, plot rent, quarry fees, market and bus park fees, water and agricultural cess, national reserve and park fees. Municipalities rely more on water and sewage fees, property rates and single business permits while county councils and town councils on single business permits, market fees, bus parks and cess revenue.
3.2.2 Interaction and participation of stakeholders in LAs 

Lack of participation of residents of LAs in service delivery and management has been highlighted as one of the factors contributing to poor service delivery. LASDAP became a requirement of LATF allocations in the 2001/2002 financial year. The LASDAP process approximates a participatory planning process where the LAs are supposed to involve local communities in prioritizing projects to be undertaken using LATF. The process requires LAs to organize consultative meetings and to submit a list of community organizations/individuals in attendance. It further requires LAs to publish invitation notices concerning the LASDAP consultative meetings and resources available to the councils. This process is aimed at providing opportunities for LA’s residents to participate and ensure effective management of resources.
Kenya Alliance of Residents Association (KARA) is an alliance that represents the plight of urban and rural slum dwellers throughout Kenya. Since its formation in 1999, KARA has emerged as a strong advocate for the necessary ingredients - such as good governance, sound environmental policies, responsible land use and zoning, full stakeholder participation - to help all residents including slum dwellers rise above poverty. Members of the alliance regularly meet with the City Council of Nairobi, various government ministries, civil society organizations and the private sector to raise awareness of living conditions of Kenyans. Organizations such as KARA should be brought on board in policy making forums. In some areas, such as the City Council of Nairobi, residents associations from high income areas have been able to hold back their land rates charges in demand for efficient services. 

LASDAPs – local authority service delivery action plans (Nyeri and Mavoko – 2 years)
 3.3 National ICT policy and strategy
The Government of Kenya developed a bill - 'Information Technology Bill 2002' - referred to as the IT Bill. The IT Bill, is intended to provide a regulatory framework that recognizes the importance of information technology in economic and social development, it is intended to facilitate the use of electronic transactions in the country; promote business and community confidence in the use of information technology; and enable businesses and individuals to use electronic communications in their dealings with government (Government of Kenya, 2002).
A bill published in 2006 titled 'The Kenya Information and Communications Bill 2006' outlines the new regulatory regime to be operated by the converged sector regulator - Communications Commission of Kenya (CCK). For the first time, electronic signatures and documents will be legally binding according to proposals contained in the Draft Bill 2006. This will mean that when and if the Bill successfully goes through the Parliamentary process, electronic documents will be legally recognized which could considerably reduce paperwork in e-commerce and e-government in the country.

The "Kenya E-government Strategy" (Cabinet Office, 2004) document was designed to achieve a set of goals and objectives, namely, to efficiently deliver government information and services to the citizens; to promote productivity among public servants; to encourage participation of citizens in government; and to empower all Kenyans in line with development priorities outlined in the Economic Recovery Strategy for Wealth and Employment Creation (2003-2007).
Among the key challenges the e-government strategy faces is that its implementation is top-down and taking a phased approach, starting at central government level (ministries) down to provincial level and finally to district level. There is no indication of how local authorities will be brought on board. The strategy is biased towards supporting the Government to Government (G2G) components more than the Government to Citizens (G2C) components; which is where local government is all about. Local authorities (LAs) are not mentioned at all in the e-government strategy. The government officers developed the strategy independently and other stakeholders did not have an opportunity to participate in its formulation, yet for success they were expected to participate in its implementation.
Local authorities ought to be directly involved as key stakeholders in ICT policy making processes. Though the Ministry of Local Government is acknowledged for having participated in the national ICT policy process, there is no indication that LAs that form the base of local government participated. A study conducted in Bungoma district in 2005 reveals that most of the LA’s sampled were not aware of the e-government strategy released in March 2004. Those that were had learned about it through the media and not the usual official circulars from the Ministry of Local Government. LAs did not know what to expect from the e-government strategy. All they knew was that there were advantages to adopting e-government and they would like to have those benefits. The national ICT policy (Ministry of Information and Communications, 2004) highlights the ICT needs of LAs that reflect the needs of citizens, despite local authorities not being aware of it. Since the LA provide the interface with citizens, a lack of direct involvement in ICT policy formulation will complicate and present a real challenge for policy implementation, especially the G2C aspects.
3.2.1 Application of ICT in central government
A 2005 study conducted in government ministries, under the auspices of the Ministry of Planning and National Development (MPND) provides valuable information on current ICT initiatives in the public sector. The Ministries of Environment, Justice and Constitutional Affairs, Energy, Local Government and Labour did not seem to have ICT projects. The most popular ministries for ICT projects were found to be Planning and National Development and Finance. The Findings also suggest that aspects of trade, policy and research and development were the most common elements in the ICT projects and not governance directly.

The Kenya e-government strategy has been at the centre of the introduction of ICT in central government. Vincent Okong’o (2005) outlines some of the milestones of the e-government strategy since its inception in 2004 as:

· All organs of Government, the Cabinet Committee on ICT, the Permanent Secretaries Committee and ministerial e-government committees have attended sensitization workshops and seminars at which the conceptual underpinnings of e-government implementation have been discussed.

· An inventory of ICT capacity and assets within Government has been taken as a baseline statement of capacities and capabilities. It is being refined to be used for planning purposes to facilitate the development of a robust ICT infrastructure.

· Cabling of government buildings is ongoing. This cabling process is intended to provide infrastructure and connectivity between and within government buildings.

· The Integrated Financial Management System (IFMIS) and the Integrated Personnel and Payroll Database (IPPD) have been tested and are being piloted in a number of government ministries.

· Email addresses for all civil servants are currently being created **.

· Training programmes are being developed and ministries have been encouraged to train their staff on ICTs with a focus on working in an e-government environment.

· ICT security guidelines on the use of ICTs in government offices have been developed. The guidelines will ensure that ICT equipment and services procured and used in Government, meet stipulated security standards.

3.3 Application of ICT in Local Authorities
3.3.1 ICT initiatives in the region 
Local authorities are a fertile ground for the application ICTs since they are at the front lines of government in their service-oriented interaction with the public and business, often in transaction based systems with many, interlinked components. As such, LA’s have considerable potential to assist in the process of integration of ICTs into the daily lives of its citizens. (Mike Jensen, September, 2002)

ICT provides local authorities with the opportunity to acquaint themselves with new strategies for effective lobbying, advocacy, design, implementation, and delivery of services to citizens by using those management information systems that meet local, national, regional, and international trends. 
In Zambia, The United Nations Education Scientific and Cultural Organization (UNESCO) and Danish International Development Agency (DANIDA) conceived the Lusaka City Council (LCC) e-governance project as part of the global pursuit to promote efficient and transparent governance in Africa. The initiative was started on a pilot basis in five selected African Municipalities. 
The Project started in 2001. The 1st phase involved the creation of basic ICT infrastructure within the civic centre, looking at local area networks and the Internet. The second phase was an expansion of the network to extend to grass root levels. The project was conceived as a result of earlier research that African Municipalities and others from elsewhere were ubiquitously perceived as heavy bureaucratic structures with unclear procedures and processes for dealing with requests from residents. Also, African municipalities had been found to function in isolation and therefore did not benefit from the experiences and best practices of sister municipalities within the country or within the region. 
Despite the deeply lodged perceptions, it was hoped that through the use of ICTs, a change of mindset among citizens would occur. The results of the project were that LCC had installed and functioned electronic information system at all five municipalities and that all the seven departments of LCC were interconnected through a local area network.
The e-brain forum of Zambia concludes that the project benefactor drew up the project plan without the LCC’s involvement. As such, priority was placed on non-critical areas as opposed to the council’s perceived needs. Therefore, even though e-governance had the potential to change the way local authorities delivered services, the use of ICTs was not the “magic wand” for mending the government-citizen relationship. The e-readiness of both the council and the citizens was not taken into account.

Mike Jensen (2002) puts forward three questions that need to be addressed to assess ICTs as tools for improving local governance in Africa. What is the level of advancement of LA’s in the use of ICTs? What are their needs in terms of ICTs tools and training? And what are the opportunities and synergies with important infrastructure funding sources? He further divides the operations of LA’s in the context of Information Technology into three, internal, intra-governmental and external (with the public). Of the three municipalities studied (Lusaka, Maputo and Zanzibar), none used any ICT component in interaction with the public.
Even in the larger municipalities across Africa, access to computers by staff is still not widespread and is usually confined to IT, secretarial and accounting personnel. As a result general use of email and the Internet for intra-governmental communications, decision-support, distance education/training and interaction with the public is still virtually unknown.

Underlying most of the applications viable for the adoption of ICT are the use of TCP/IP and the Internet which serves to provide the common protocol for many of these interrelated ICT functions to communicate, both internally over LANs, and externally to other levels of government, suppliers and the public. Even computer processing facilities may be used over a WAN, for example in some countries, such as South Africa, municipalities have a common payroll and accounting system administered centrally on their behalf and processed locally. 
Among the major challenges of harnessing ICT for enhancing local government management in Africa were found to be non-involvement of recipients of technology in design of the same, Information Privacy and Security, re-engineering and streamlining of current processes and procedures, managing diverse technologies and obsolescence, integration and interoperability of e-Government with other existing applications, human resource requirements, managing change (attitudes) and greatest of all, funding and financing (MDPESA 2004).
Gianluca Misuraca puts forward two enabling factors in the adoption of ICT for LA’s, Political will, community leadership and ownership; accurate needs and risk analysis, strategic planning, effective monitoring and critical evaluation.  In conclusion, still some questions remain open, such as: What kind of actions should governments take in order to develop local e-governance systems that produce real public value (e.g. respond to the needs and priorities of citizens – what people want)? Which are the processes and competences associated to ICTs that should be enhanced in the local government/public service in order to have a positive impact on “customer satisfaction” (internal customer is the civil servant; external customer is the citizen & businesses)? How to protect, nurture and develop people-participation and information exchange.
3.3.2 ICT initiatives in LAs in Kenya

KLGRP aims to improve the local authorities' financial management and revenue mobilisation particularly by deploying Integrated Financial Management System (IFMS). The already existing Local Authorities Transfer Fund (LATF), and now the e-government project, should accelerate the acquisition of these systems by LAs and enable them realise the objectives of the KLGRP.
Mavoko and Nyeri Municipal Councils were the first to benefit from IFMS in 1999. Since the beginning of the implementation of IFMS, it has been extended to six other LAs. Karatina, Embu, Eldoret Municipal Councils, Kiambu, Wareng and Kirinyaga County Councils. In these councils, IFMS is used for all financial management activities, including the billing and collection of all local revenues, the payroll, and all expenditure controls including issuance of vouchers, procurement, payment of statutory debts and project expenditure management. The financial administrative activities are linked through the budget monitoring system, generating a series of operational and management reports to assist in controlling, monitoring, and managing all financial activities within the LA. The IFMS was later broadened and renamed Local Authority Financial Operations Management System. (LAIFOMS).
In Mavoko, computerization of services such as Single Business Permits (SBPs), rates and water billing systems has made service provision more efficient.
3.4 Governance indicators for financial management systems
Reforms to Government’s financial management systems and processes are becoming critical in response to increasing demands for greater transparency and accountability in the management of the public’s finances. In most countries, the current level of government services and provision of additional services will only be affordable in the future if the effectiveness and efficiency of the local government administration is continuously improved. Programmes of local government administration have to be launched and supplementary initiatives to be taken to improve financial management in general and productivity and effectiveness in particular. 
Financial management entails the processes and actions by which managers (political and administrative leaders) assure that resource are available and used effectively and efficiently in the accomplishment of the organization objectives. The principal components of local government financial management are:

· Planning and resource allocation 

· Budgeting and budget control 

· Management by objectives 

· Financial reporting and controls 

· Public information concerning financial management and

· Financial analysis 
In the context of Local Authorities, table 1 below shows some of the performance indicators of good financial management system (ref).

Table 1:  Performance indicators of good financial management
	Criteria
	Performance Indicator

	Budget
	

	· Realism 
	· Is the budget realistic, and implemented as intended in a predictable manner

	· Policy 
	· Does the budget capture relevant fiscal transactions, and is it prepared with due regard to government policy? 

	· Resource allocation
	· Is the allocation need based, all inclusive and more so equitable?

	Information
	· Is adequate fiscal, revenue and expenditure information produced and disseminated to meet decision-making and management purposes?

	Control 
	· Is effective control and stewardship exercised in the use of public funds?

	Accountability and Transparency 
	· Are effective external financial accountability and transparency arrangements in place

· Effectiveness in revenue collection

· Effectiveness of payroll controls

· Competition, value for money and controls in procurement

	Accounting and auditing
	· Timeliness and regularity of accounts reconciliation


According to the Public Expenditure and Financial Accountability (PEFA) Secretariat of the World Bank (2005), the following are some of the key performance indicators.
Budget
· Aggregate expenditure out-turn compared to original approved budget
The ability to implement the budgeted expenditure is an important factor in supporting the LA’s ability to deliver the public services for the year as expressed in policy statements, output commitments and work plans. The indicator reflects this by measuring the actual total expenditure compared to the originally budgeted total expenditure (as defined in government budget documentation and fiscal reports). The dimension to be assessed here is the difference between actual primary expenditure and the originally budgeted primary expenditure. E.g. In no more than one out of the last three years has the actual expenditure deviated from budgeted expenditure by an amount equivalent to what percentage of budgeted expenditure

· Aggregate revenue out-turn compared to original approved budget 

Accurate forecasting of domestic revenue is a critical factor in determining budget performance, since budgeted expenditure allocations are based upon that forecast. A comparison of budgeted and actual revenue provides an overall indication of the quality of revenue forecasting. 

For this indicator, information from budget execution reports or final government accounts should be used to the extent available (rather than data from other sources such as a revenue authority or the central bank). Dimension to be assessed is Actual domestic revenue collection compared to domestic revenue estimates in the original, approved budget.

· Comprehensiveness of information included in budget documentation

Annual budget documentation (the annual budget and budget supporting documents), should allow a complete picture of the LAs fiscal forecasts, budget proposals and out-turn of previous years. In addition to the detailed information on revenues and expenditures, and in order to be considered complete, the annual budget documentation should include information on the following elements: 

· Debt stock, including details at least for the beginning of the current year. 

· Financial Assets, including details at least for the beginning of the current year. 

· Prior year’s budget outturn, presented in the same format as the budget proposal. 

· Current year’s budget (either the revised budget or the estimated outturn), presented in the same format as the budget proposal. 

· Summarized budget data for both revenue and expenditure according to the main heads of the classifications used, including data for the current and previous year. 

· Explanation of budget implications of new policy initiatives, with estimates of the budgetary impact of all major revenue policy changes and/or some major changes to expenditure programs. 

Transparency

Transparency will depend on whether information on fiscal plans, positions and performance of the LA is easily accessible to the general public or at least the relevant interest groups. What should also be looked at here is the quality of information made available (e.g. understandable language and structure, appropriate layout, summarized for large documents) and the means used to facilitate public access (such as the press, websites, sale of major documents at no more than printing cost and notice boards for mainly locally relevant information).

Elements of information to which public access is essential include: 

· Annual budget documentation: A complete set of documents can be obtained by the public through appropriate means when it is submitted to the legislature. 

· In-year budget execution reports: The reports are routinely made available to the public through appropriate means within a specific time of their completion. 

· Year-end financial statements: The statements are made available to the public through appropriate means within six months of completed audit. 

· External audit reports: All reports on LAs consolidated operations are made available to the public through appropriate means within six months of completed audit. 

· Contract awards: Award of all contracts worth more than a specific value. are published at least quarterly through appropriate means. 

· Resources available to primary service units: Information is publicized through appropriate means at least annually, or available upon request. 

Participation

The participation of all stakeholders in the running of the LA affairs needs to be assessed. With the onset of LATF, one condition is the participation of citizens in deciding on the projects to be done through LASDAP. To assess  this indicator,  minutes of LASDAP meetings, composition of the LASDAP committee and strategies (if any) used by the LA to collect views of the stakeholders can be used..

Transparency of taxpayer obligations and liabilities 
Effective assessment of tax liability is subject to the overall control environment that exists in the revenue administration system but is also very dependent on the direct involvement and co-operation of the taxpayers. A good tax collection system encourages compliance and limits individual negotiation of tax liability by ensuring that tax legislation is clear, comprehensive and that it limits discretionary powers. Dimensions to be are Clarity and comprehensiveness of tax liabilities and taxpayer access to information on tax liabilities and administrative procedures. This fosters equity in the application of all tax laws.

Accountability 

Regular and adequate feedback to management is required on the performance of the internal control systems, through an internal audit function. Dimensions to be assessed are:
· Coverage and quality of the internal audit function. 

· Frequency and distribution of reports. 
· Extent of management response to internal audit findings.
Reliable reporting of financial information requires constant checking and verification of the recording practices of accountants – this is an important part of internal control and a foundation for good quality information for management and for external reports. Timely and frequent reconciliation of data from different sources is fundamental for data reliability. Regularity of bank reconciliations, completeness of the financial statements, timeliness of submission of the financial statements and accounting standards used have to be checked.

4. Conceptual and Methodological Framework
The Kenya study will cover two urban councils, namely Nyeri and Mavoko Municipal Councils. Nyeri Municipal Council (NMC) generates its resources from a variety of resources with the major one being single business permits (SBP) and bus parks. However in terms of income flow, these are the most fluctuating and unpredictable sources of revenue. For instance, revenue from SBP increased from Ksh 4.6m in 1998 to ksh. 7.9m in 1999 to Ksh 18m in the 2003/2004 financial year then dropped to Ksh 13.5m in the 2004/2005 financial year. The implementation of SBP in Nyeri is computerized making monitoring and evaluation of the business licensing easier and accountable. SBP is the council’s guaranteed revenue base and is charged at the beginning of each calendar year. The other regular revenue sources are bus parks and markets though they are they are more prone to abuse and mismanagement. The other notable sources are slaughter houses and quarry fees. The council has privatized the collection of conservancy charges and water bills.

In Mavoko as well the 

The study focuses on how ICTs are being used to realize effective local governance at three main levels: the internal organizational processes of local governments, the provision of information and service delivery, and public interactions. It will also study the constraining or enabling influence of other resources and contexts, including the policy, legal and regulatory frameworks on local e-governance.
4.1 Conceptual framework

In the Pan-African conceptual framework, our study focuses on E-administration, E-services and E-citizens and E-society. Given that we have chosen the application of financial management systems in local authorities, we customized the regional conceptual framework and obtained the outcome indicators for the three dimensions of e-government are shown in table 2. Tables 3-5 show separately each dimension, including output indicators.

Table 2:  Overall conceptual framework (outcome indicators only) 

	Indicators /
Good governance constructs
	Computerizing financial processes (E-administration)
	Access to information/knowledge and service delivery (E-citizens & E-services)
	Society interactions (E-society)

	1. Participation
	· Increased participation in LA decision-making
	· Increased gender participation in service access

· Increased involvement of stakeholders (customers, private sector, civil society, etc.)
· More democratic participation
	· Improved interactions with stakeholders

· Increased inclusiveness in society interactions/ consultations

	2. Transparency
	· Extent to which financial policies, processes and procedures are clear and open
· Enhanced financial transparency
	· Effectiveness of means used to facilitate public access to information
· Improved access to information and public services
	N/A

	3. Responsiveness 
	· Extent of feedback from staff and response to the same
· Extent of satisfaction with computerized financial services

· Community satisfaction index – council’s responsiveness towards resolving problems and inquiries
	· Extent of feedback from external stakeholders and response to the same
· Extent of customer satisfaction with service provision

· Percentage of customers with access to services (o/p?)
	N/A

	4. Effectiveness & efficiency
	· Completeness in rolling out the financial management system
· Enhanced financial performance

· Improved budget performance
· Enhanced financial management
· More efficient and effective delivery of public services
· Increased productivity of financial staff
	· More efficient and effective delivery of public services

· Better quality of services

· Extent of customer satisfaction
· Reduced cost and time in accessing  services
	N/A

	5. Accountability
	· Enhanced financial accountability

· Regular and adequate feedback to management on performance of internal control systems
	· Extent to which direct service providers can be held accountable for their actions
	N/A


Table 3:  Outcome and output indicators for computerizing financial processes (E-administration)
	Indicators /
Good governance constructs
	Outcome indicators
	Output indicators

	6. Participation
	· Increased participation in LA decision-making
· Increased participation in programme implementation
	· Adequacy of fiscal, revenue and expenditure information provided to enhance participation in decision-making and implementation of programmes

· No. of residents participating in decision making and programme implementation

· Institutionalised forms of participation 

	7. Transparency
	· Extent to which financial policies, processes and procedures are clear and open
	· No. of financial policies and procedures documented and disseminated
· No. of financial processes documented and shared

· Increased level of feedback from residents

	
	· Enhanced financial transparency
	· Reduction in number of corruption cases in procurement
· Extent of openness in tender processing?

· Readily accessible financial details 

	8. Responsiveness 
	· Extent of feedback from staff and response to the same
	· No of responses and feedback

	
	· Extent of satisfaction with computerized financial services
	· Reduced complaints
· Reduced queues at council counters or less waiting time

	
	· Community satisfaction index – council’s responsiveness towards resolving problems and inquiries
	· Reduced complaints
· Reduced queues at council counters or less waiting time

	9. Effectiveness & efficiency
	· Completeness in rolling out the financial management system
	· No. of modules rolled out
· No. of users (internal) using the system

· Extent of integration with other systems
· No. of stakeholders having access to financial services
· No. of users trained

· No. of ICT technical staff trained

· No. of accounting staff trained

	
	· Enhanced financial performance


	· Percentage increase in revenue collection

· Percentage reduction in cost of  financial operations
· Growth in revenue base

· Rates collected as a percentage of total revenue

· Effectiveness of transfer of tax collections from tax collectors

· Increased debt collection ratio

	
	· Improved budget performance
	· Expenditure out-turn compared to approved budget

· Revenue out-turn compared to approved budget (tests accurate forecasting of revenue and revenue collection methods)

· Comprehensiveness of information included in budget documentation

	
	· Enhanced financial management
	· Reduced unauthorized spending

· Increased ability to track financial transactions

· Increased ability to monitor revenue collection in all income streams

· Tighter financial controls (payroll, procurement, etc.)

· Accuracy and timeliness of payments

· Recurrent operating expenditure as a percentage of total expenditure??
· Ratio of administrative expenditure against total recurrent expenditure??
· Ratepayers’ assessment of the quality of administration and public inquiry service ??s.

· Accuracy of payroll processing

· Extend to which cash flows are forecast and monitored

· Existence of payroll audits to identify control weaknesses and/or ghost workers. 

	
	· More efficient and effective delivery of public services
	· Resource allocations and utilisation are consistent with priorities??
· Outputs achieved represent value for money

· Procurement is timely, economic and effective
· Timeliness in processing bills ??

	
	· Increased productivity of financial staff


	· Increase in revenue per staff

· Reduced turnaround in producing standard financial reports (budgets, balance sheets, P/L accounts, accounts reconciliation, etc.)

	10. Accountability
	· Enhanced financial accountability
	· Effectiveness of expenditure commitment controls

· Improvement in accounting for programme/project funds

· Reduced turnaround in producing financial returns??
· Comprehensiveness, relevance and understanding of other internal control rules/ procedures. 

· Degree of compliance with rules for processing and recording transactions. 

· Evidence of follow up on audit recommendations

	
	· Regular and adequate feedback to management on performance of internal control systems
	· Coverage and quality of the internal audit function (bank reconciliations, financial statements, accounting standards used)
· Frequency and distribution of reports on effectiveness of internal control systems

· Extent of management response to internal audit findings


Table 4:  Outcome and output indicators for access to information/knowledge and service delivery (E-citizens & E-services)
	Indicators /
Good governance constructs
	Outcome indicators
	Output indicators

	1. Participation
	· Increased gender participation in service access
	· No. of women and men accessing services

	
	· Increased involvement of stakeholders (customers, private sector, civil society, etc.)
	· No. of other stakeholders accessing services
· No. of women and men inputting into the council processes

	
	· More democratic participation
	· 

	2. Transparency
	· Effectiveness of means used to facilitate public access to information
	· Effectiveness of information posted in press, websites, or public notice boards (language, structure, layout, size (summary, long), …)

	
	· Improved access to information and public services
	· Adequacy of financial information accessed by citizens (annual budget, in-year budget execution, year-end financial statements, external audit reports, contract awards, and resources available to service units)

· Frequency of access to financial information

	3. Responsiveness


	· Extent of feedback from external stakeholders and response to the same
	· Use of feedback

	
	· Extent of customer satisfaction with service provision
	· No of complaints and compliments
· 

	
	· Extent of access to services
	· Percentage of residents using services 

	4. Effectiveness & efficiency
	· More efficient and effective delivery of public services
	· No of complaints and compliments

	
	· Better quality of services
	· Increased number accessing services

	
	· Extent of customer satisfaction
	· No of complaints and compliments

	
	· Reduced cost and time in accessing  services
	· No. accessing services and clear procedures of access

	5. Accountability
	· Extent to which direct service providers can be held accountable for their actions
	· No of residents engaging councils and censoring  services


Table 5:  Outcome and output indicators for society interactions (E-society)
	Indicators /
Good governance constructs
	Outcome indicators
	Output indicators

	1. Participation
	· Improved interactions with stakeholders (central government, business, industry, customers, public, etc.)
	· Timelines in sending (specific) financial reports to MoLG
· Timeliness in sending bills to customers

· Procedures for feedback

	
	· Increased inclusiveness in society interactions/ consultations (with business, industry and citizens)
	· Participation of citizens in deciding on projects to be done through LASDAP (from minutes of LASDAP meetings, composition of LASDAP committee, strategies used by LA to collect views from citizens)


4.2 Methodological framework

This study will use two LAs which were in the first phase of the implementation of integrated financial management systems, viz Nyeri and Mavoko Municipal Councils as case studies. The study will rely on both secondary and primary information. The secondary sources will include a review of literature, including government and academic publications, and reports; while the primary information gathering will include surveys, key informant interviews and Focus Group Discussions (FGDs) as reflected in  proposed methodological framework in table 5 

Table 5:  Proposed methodological framework

	Issue/Outcome Indicators
	Sources of Data
	Methods of Data collection
	Data analysis Methods

	(a)  The context of local authorities

	Social economic status
	· LASDAPs

· LGRP documents

· Academic publications

· LA – SPs

· Statistical abstracts and economic surveys.

· Development plans

· District plans
	· Document reviews

· Key informant interviews

· Case studies

· FGDs

· Field observations
	· Qualitative methods

	National ICT infrastructure in the LA
	· LG and LA – SPs

· Interviews

· Publications and reports
	· Document reviews

· Interviews


	· Qualitative methods

	Policy and regulatory framework
	· LG and LA – SPs

· Interviews

· Publications and reports
	· Document reviews

· Interviews


	· Qualitative methods

	Governance structures
	· Primary data

· LGRP
	· Document reviews

· Interviews
	· Qualitative methods

	Citizen participation
	· Primary data

· LASDAPs
· Resident associations
	· Document reviews

· Interviews
	· Qualitative methods

	Public access ICT facilities
	· Primary data

· CCK
	· Document reviews

· Interviews
	· Qualitative methods

	(b)  The scope, usage, successes and challenges of the automation of the financial management function in Nyeri and Mavoko Municipal Councils

	 Scope of automation
	· Primary data

· Publications and reports
	· Document reviews

· Interviews
	· Qualitative methods

	 Usage of the automated system (revenue collection from all income streams)
	· Primary data

· Publications and reports
	· Document reviews

· Interviews

· FGDs
	· Qualitative methods

	 Benefits of the automated system compared to manual systems
	· Primary data

· Publications and reports
	· Document reviews

· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	 Challenges of the automated system
	· Primary data
· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	 Key success factors of the system


	· Primary data
· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	(c)  Effect on internal financial processes (E-administration)

	 Improvement of accountability and transparency
	· Primary data

· - Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· - Document reviews
	· Qualitative methods

· Quantitative methods

	 Reduction of financial transaction costs
	· Primary data

· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· Document reviews
	· Qualitative methods

· Quantitative methods

	 Enhanced overall institutional efficiency
	· Primary data

· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· Document reviews
	· Qualitative methods

· Quantitative methods

	(d)  Effect on access to information/knowledge and service delivery (E-citizens & E-services)

	Ease of access to information by customers
	· Primary data
	· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	Openness and clarity of processes and procedures
	· Primary data

	· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	Equity in service delivery (income groups, gender, age etc.)
	· Primary data

· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· Document reviews
	· Qualitative methods

· Quantitative methods

	Increase on number of customers 
	· Primary data
	· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	Effectiveness of service delivery
	· Primary data

· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· Document reviews
	· Qualitative methods

· Quantitative methods

	Quality of service delivery
	· Primary data

· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· Document reviews
	· Qualitative methods

· Quantitative methods

	Customer satisfaction


	· Primary data


	· Interviews

· FGDs

· Structured survey questionnaire
	· Qualitative methods

· Quantitative methods

	(e)  Effect on citizens interactions (E-citizens) 

	Information flow between the LA and the residents, business community, central   government, civil society and development partners
	· Primary data

· Publications and reports
	· Interviews

· FGDs

· Structured survey questionnaire

· Document reviews
	· Qualitative methods

· Quantitative methods


5. Key Deliverables/Expected Outputs
The main deliverables produced by the Kenyan team will be:

(a) An inception report, containing baseline information on the two selected Local Authorities, the assessment methodology to be used, the expected outputs and a work plan
(b) Data collection instruments based on the assessment methodology
(c) Progress reports (every six months)

(d) A mid-term report on the Kenyan study to be presented in the LOG-IN Africa mid-term review workshop
(e) A Preliminary report containing policy framework, the impacts of ICTs on local governance and recommendations to be presented to the Kenyan stakeholders
(f) A final report, incorporating comments from the stakeholders workshop and to be presented in final LOG-IN Africa workshop
(g) At least one publication in a refereed journal on the results of the Kenyan study

6. Plan of Action
The plan of action of the Kenyan study is as shown below:
	Activity
	Timeframe

	(a) Inception report writing (enhanced proposal)
	August 2006

	(b) Development of conceptual and methodological framework 
	September-October 2006

	(c) Development of research questions and data collection instruments and testing
	November 2006

	(d) Data collection 
	December 2006 – February 2007

	(e) Data analysis
	January – March 2007

	(f) 2nd Progress reports writing
	October/November 2006, March 2007

	(g) Mid-term report writing
	April 2007

	(h) Draft final report writing
	June - July 2007

	(i) Stakeholders workshop
	September 2007

	(j) Final report writing
	October 2007

	(k) Dissemination of research results, including publications in journals
	October - December 2007
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