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Abstract

County governments are struggling to generate enough internal revenues to finance their expenditure
and provide services to their residents. Nandi County implemented mobile payments to improve the
collection of revenue. Nonetheless, Nandi County has continuously fallen short of achieving its revenue
goals. This study determined the effect of mobile payments on the performance of revenue collection in
the Nandi County Government. The study was grounded in the innovation diffusion theory and the
revenue diversification theory; and adopted descriptive and correlational research designs. The target
population consisted of 135 employees in the revenue collection section of the Finance department in
the County Government of Nandi, all of whom were sampled in a census study. A pilot survey was
conducted among revenue collection staff at the Uasin Gishu County Government. Questionnaires,
interviews and observation schedules were used to collect both quantitative and qualitative data. Data
analysis was conducted through descriptive and inferential statistics, including correlation and
regression analysis. Quantitative data were analyzed descriptively using mean scores, percentages, and
standard deviation, while inferential statistical analysis was undertaken using Pearson’s product
moment correlation and regression models. Results showed that the e-banking system positively and
significantly affected revenue collection performance. The study concludes that mobile payments have
a significant effect on revenue collection for the county government by offering a more convenient and
accessible method for taxpayers to fulfill their obligations. Mobile payments contribute to a more
efficient and responsive revenue system, where funds are available for public services and development
projects without unnecessary waiting periods. The study recommends that Nandi County should
educate taxpayers on the benefits, provide easy access, and user support. Updating payment regulations
and security features to prevent fraud is essential. Regular security protocol reviews and enhancements
are necessary. The study recommends that emerging technologies for streamlined payment processes
and real-time updates to financial records will improve efficiency and reduce delays and errors.
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Introduction

Globally, authorities are finding it challenging to gather enough money to support public
services and promote progress [, Adopting electronic payment methods provides a crucial
opportunity to assist governments and related organizations in effectively gathering income
from within their country 2. Efficient collection of revenue allows local governments to
obtain assets without taking on debt, consequently promoting economic growth, improving
living standards, and ultimately enhancing service delivery M. Legislations have been
enacted in China and Taiwan in different areas such as special municipalities, counties, urban
and rural to aid in revenue collection endeavors [3 4. Showed that conventional manual
methods of collecting revenue in India resulted in inefficiencies. Turkey has achieved
significant savings through the adoption of electronic payment systems Fl. In Malaysia, !
discovered that e-banking services have a significant impact on customer satisfaction.
According to [/}, there is a direct relationship between cashless transactions and banks' Return
on Assets, impacted particularly by the number of mobile subscribers. This indicates that
clients are open to using mobile transactions in place of traditional bank accounts, impacting
the overall profitability.

A study conducted by ! in Zimbabwe demonstrated how online platforms impact the
adherence of small taxpayers to tax regulations when it comes to registering, submitting, and
paying taxes [,
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Carried out research in the BRICS countries and discovered
that there is a significant increase in public revenue due to
electronic payment volume, web pay user volume, and
cashless mobile payment. A research conducted in Tanzania
by 0% noted that electronic revenue collection systems
enhance municipal revenue collection, although obstacles
such as internet availability and insufficient civic education
exist. The research strongly recommended the use of
automation in systems to improve performance levels (14,
Kenya's revenue collection continues to be weak even
though the 47 County Governments were granted authority
by the 2010 constitution to collect revenues, enhance good
governance, and provide dependable service delivery [*2,
Automated  systems for collecting revenue have
demonstrated increased efficiency when compared to
traditional approaches [*3l. Nevertheless, ineffective revenue
collection systems in countries undergoing development,
such as Kenya, frequently encounter numerous obstacles
that impede success in revenue collection endeavors 1, In
order to boost revenue collection, county governments need
to plan and execute strategies to enhance revenue, such as
implementing an efficient and effective revenue collection
system.

The rise of Information and Communication Technology
[ICT] has revolutionized commerce, leading to the need for
new financial solutions. This has led to the exploration of
electronic payment systems, including digital currencies,
which have significantly impacted tax and revenue
collection %1, As IT evolves, existing fiscal systems become
outdated, necessitating the development of new applications
to adapt to changing financial dynamics . The increasing
volume of data processing requires accessible infrastructure
to sustain fiscal processes > 1 investigated the effect of
mobile and e-payment systems on revenue collection in
Trans Nzoia and noted that mobile payment systems
significantly improved revenue collection performance.

Statement of the Problem

County Governments in Kenya are struggling to collect
adequate revenues to deliver services to the public. A report
from the Controller of Budget for 2022/2023 indicates that
despite the potential counties have in own source revenue
collection, only 3 counties attained their targets in the
financial year 2022/2023. Counties experience legal and
regulatory framework gaps, public participation gaps,
inadequate staff, use of manual systems and weak internal
controls [/, Establishing an efficient revenue system for
counties and instituting proper revenue collection strategies
enhances revenue performance. Nandi County introduced E-
payment system to boost revenue collection and seal
leakages. However, Nandi County has consistently failed to
meet its revenue targets. A 2023 Nandi County
Government’s report from County Treasury indicates that
against a revenue target of Ksh. 405 million, 387 million
and 373 million in financial years 2020/2021, 2021/2022,
and 2022/2023, the County revenue section collected Ksh
278 million, Ksh 287 million, and Ksh 200 million,
respectively. This persistent shortfalls in revenue targets
experienced in Nandi County postulated the need to find a
solution for a possible solution, this study therefore
examined the effects of mobile payments on revenue
collection performance in Nandi County, Kenya.
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Objective of the study

To determine how mobile payments influence performance
of revenue collection in the County Government of Nandi,
Kenya.

Research Hypothesis
Hoi: mobile payments have no significant influence on
revenue collection performance.

Literature Review

Theoretical framework

Innovation Diffusion Theory

The theory, was proposed by Everett Rogers in 1962, asserts
that innovation is a catalyst for economic development. It
conceptualizes innovation as a novel idea perceived by
individuals as new, encompassing technological, scientific,
organizational, financial, and commercial activities aimed at
enhancing products or processes [ identified four
fundamental elements within this theory: communication,
social systems, time and innovation. Innovation element
emphasizes the pursuit of more efficient and effective
methods [% note that effective communication within the
organization plays a pivotal role in disseminating
information about innovative strategies and influencing their
adoption rates. Time represents the duration of the
innovation-decision process.

The Nandi County government can significantly improve
revenue collection performance by applying innovation
diffusion theory to the e-payment system, which suggests
that adoption of innovations follows a predictable pattern
influenced by communication channels, time, and social
systems. The implementation of e-payment systems
represents the innovation, offering efficient and convenient
payment methods for citizens. Adoption of mobile banking
in the County Government of Nandi can be facilitated by
effective communication strategies, demonstration of its
benefits, and addressing any resistance within the social
structure. As more citizens embrace mobile banking,
revenue collection processes can become streamlined,
reducing transaction costs, minimizing delays and enhance
revenue collection performance for the county government.

Revenue diversification theory

According to %, an organization's revenue portfolio that is
balanced between different sources of income increases its
financial stability. The theory is drawn from the finance
Modern Portfolio Theory. According to [, the theory
examines if a better portfolio mix could enhance the
performance of an organisations revenue collection, by
lowering its volatility. According to the theory, strategies
implemented to improve income have a beneficial effect on
financial results. The performance of revenue collection has
been found to benefit from commercial and market-oriented
revenue techniques.

The theory is applicable to this study as various revenue
streams are incorporated in e payments systems to enhance
revenue collection. Revenue diversification theory suggests
that spreading revenue sources across various channels can
mitigate financial risks and enhance overall revenue
generation. Integrating mobile banking represents a
diversification strategy by expanding the avenues through
which revenue is collected in Nandi County. The county
government reduces reliance on traditional cash-based
transactions, thereby diversifying its revenue collection
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methods. This diversification not only modernizes payment
processes but also potentially increases revenue by reaching
individuals who prefer electronic transactions. Additionally,
mobile banking offers improved efficiency and
transparency, reducing the likelihood of revenue leakage or
mismanagement. Leveraging revenue diversification theory
to embrace mobile banking aligns with the county
government's goal of enhancing revenue collection
performance while adapting to the changing technological
environment.

Empirical review

The advent of ICT has revolutionized commerce, leading to
new financial demands that traditional payment systems
struggle to meet. Consequently, stakeholders are exploring
various electronic payment systems and the associated
issues, including digital currencies Y. Technological
innovations have significantly influenced revenue collection
22 with IT evolving rapidly, existing fiscal systems
quickly become outdated, necessitating the development of
new applications to adapt to changing financial dynamics €,
Moreover, the increasing volume of data processing requires
accessible infrastructure to sustain fiscal processes [21 24
evaluated how the Uganda Revenue Authority's (URA)
revenue collection performance was affected by electronic
tax systems. The study examined the effects of electronic
billing machines and e payments systems on revenue
collection. The study sampled 90 respondents from the URA
Domestic Tax Department using simple random sampling
and a descriptive survey design. Structured questionnaires
with a good design were used to collect data. The
performance of revenue collection and electronic tax
systems were significantly positively correlated. The study’s
unit of analysis was the Uganda Revenue Authority; this
study’s unit of analysis is the county government of Nandi,
presenting a different context.

Tax revenue generation in Nigeria has become a focal point
of discussion and debate within accounting literature, raising
significant concerns regarding the achievement of
sustainable development. The multitude of taxes, the
absence of an extensive database, the difficulty of keeping
correct taxpayer information, the complexity of tax
compliance and collection procedures, and the backlog in
tax refunds are some of the obstacles impeding revenue
targets %! examined e tax management systems and revenue
performance and distributed 2670 structured questionnaires,
through using a complete enumeration sample technique and
a survey research design. Results showed that taxpayers'
ease of filing tax returns was greatly influenced by
computerized tax management systems. The effectiveness of
tax revenue collection is significantly influenced by
computerized tax management systems. Tax policymakers
should make sure that electronic tax systems are designed in
a way that makes submitting tax returns easier and
encourages compliance from taxpayers. They should also
support hiring qualified staff to oversee the tax management
system. The study’s unit of observation were national
taxpayers, while this study focused on county government
of Nandi services users.

For organizations to improve service delivery and promote
economic development, revenue collecting efficiency is
critical % evaluated the effect of different factors on the
efficiency of revenue collecting in Ugandan governmental
institutions. The study specifically evaluated the role of the
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National Water and Sewerage Corporation's (NWSC) on-
the-spot billing system, water costs, and revenue collection
methods. Based on the idea of cash management, which
prioritizes the enhancement of liquidity, the investigation
utilized a cross-sectional research strategy to collect data
using questionnaires and interviews. The study had 108
respondents. The study reveals that the NWSC, Mbarara
Center's revenue collection performance is significantly
influenced by payment and automated systems. Based on
these results, the study recommended government subsidies
for the cost of water, customer involvement in pricing and
payment methods, expansion of pay points, introduction of
convenient payment options like mobile money agents, and
improvement in on-spot billing systems and meter reading
processes. Moreover, customer awareness campaigns
regarding their roles in supporting NWSC were suggested
for enhanced revenue collection. The study presents a
theoretical gap as the cash management theory guided it.[?”
examined how Tanzania's Arusha City Council collected
revenue in relation to electronic revenue systems. The
payment system was discontinued as it was unreliable,
although the introduction of POS systems greatly enhanced
revenue collection. The report suggested that the Arusha
City Council establish technology-driven  revenue
management mechanisms, to guarantee the availability of
point-of-sale equipment, and streamline the process of
issuing control numbers. The study presents a different
context, as it was conducted in Arusha, Tanzania [l
assessed the effect of mobile and e payments systems in
revenue collection in Trans Nzoia. Using a descriptive
survey research methodology and the census approach, the
study selected 57 respondents. With the help of research
specialists, data was gathered using questionnaires, and
relevance and appropriateness were ensured. The results
showed that online banking, electronic billing machines,
mobile payment systems, and electronic fund transfer
payment systems all significantly and favorably improved
revenue collection performance. The study used a
questionnaire only in data collection, hence a limitation in
collection and analysis of data. This study used a mixed
methods approach.

Research Methodology

Research design

This study adopted descriptive research and correlational
research designs. Descriptive research design was used as it
entails observing and examining variables naturally, without
intentional manipulation 7. Additionally, correlational
research design allowed for investigating the causal link
between variables. These designs helped determine the
effect of mobile banking on revenue collection performance
in Nandi County.

Target population

This study was a census of all 135 employees in the revenue
collection department of the County Government of Nandi.
These employees met the academic requirements for
employment and deployment to the Finance Department,
Revenue Section. They had been trained by the County
Government in the skills required for revenue collection and
possessed knowledge and experience in the field.

Sampling procedure
This study adopted a census approach as the employees
were easy to reach and fewer in number.
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Data collection methods

The study used questionnaires and interview schedules. The
employees in the revenue section, Finance department at the
county were issued with questionnaires. The study
conducted interviews with six revenue collection section
Sub County heads in Nandi County.

Pilot study

Piloting was conducted to assess the reliability and validity
of the data collection tools. The study involved 14 randomly
selected respondents, comprising approximately 10% of the
expected sample size 28],

The validity of the data collection tools was assessed in
terms of construct, content and criterion. Construct validity
ensured the instruments captured intended concepts
accurately, content validity focused on representing research
objectives appropriately and criterion validity assessed
consistency of instrument tests through correlation analysis.
To evaluate the reliability of the data collection instruments,
two methods were employed: test-retest and internal
consistency measures. Test-retest was utilized to measure
the consistency of responses over time. This involved
administering the same instrument to the same group of
participants at different intervals and comparing their
responses to check for consistency. On the other hand,
internal consistency assessed the consistency of the
questions within the instrument itself. It examined how well
the questions that measured the same construct aligned with
each other. To determine the efficiency of the instruments'
reliability, the Cronbach's Alpha coefficient was calculated.
A value of 0.7 or higher for the Cronbach's Alpha indicated
a reliable instrument, suggesting that the questions in the
instrument consistently measured the intended variables 2],
The reliability results from the pilot research are indicated in
Table 1.

Table 1: Reliability results
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Where Y= revenue collection performance, 0 is a constant
B1 is the independent variable Beta coefficient, X3 is mobile
payment system and ¢ is the error term

Qualitative data analysis identified recurrent themes and
patterns in the data. Results were presented in tables and
narratives.

Results and analysis

Response Rate

The study issued 135 questionnaires to employees in the
revenue collection section, Finance department of the
County Government of Nandi out of which 131 were
completed and returned. The distribution of questionnaires
issued and their corresponding percentage response rate is
shown in Table 2.

Table 2: Response rate

Category Sample |Responses Response
rate
Revenutf2 collection employees in 135 131 97%
Finance Department
Total 135 131 97%

Variable Item |Alpha Value|Recommendations
mobile payment system | 5 0.701 Reliable
revenue collection 5 0.728 Reliable
performance

Source: Research Data

The Cronbach alpha coefficient was calculated for each
variable. Coefficients for each variable were as in the table
above. Hence, all the variables had reliability values higher
than 0.7, which was considered adequate for the study.

Data analysis

Quantitative data analysis involved interpreting numerical
data through mathematical calculations and statistical tests,
including both descriptive and inferential statistics, which
were utilized in this study. Descriptive analysis presented
and interpreted means, percentages, frequencies, and
standard deviations of the responses. Inferential statistics
were employed to examine the relationships between study
variables. The Pearson product-moment correlation
indicated the correlation between variables. Multiple linear
regression analysis was used to further examine the
relationships between variables. The equation is: -

Y=Bo+P:1 X1+ ¢

Source: Research Data (2024)

General information on Respondents

Results indicated that out of 131 respondents who
participated in the study, 47 (36%) had diploma education,
73 (56%) had bachelors’ education and 11(8%) had masters’
education. According to the findings, 49(37%) had 2-5 years
of experience, 74(56%) had 6-9 years’ experience and 8
(6%) had above 10 years of experience. This is summarised
in Table 3

Table 3: General information on respondents

Demographic Category Frequency Percent
Education Diploma 47 36
Bachelors 73 56
Masters 11 8
Experience 2-5 years 49 37
6-9 years 74 56
+10 years 8 6

Descriptive statistics

The results of the effect of mobile payment system on
revenue collection performance in the County Government
of Nandi was presented, interpreted and discussed.
Descriptive data was examined and displayed in the form of
mean scores and standard deviation. Mobile payments were
indicated with mobile banking transactions, mobile
customer payments, Mobile POS system, Mobile POS
payments and online mobile payments. Each respondent
provided responses to 5 items, which were indicated using a
5-point Likert scale. Mean scores and standard deviations
were calculated for each item to assess the level of
agreement or disagreement. An analysis was conducted on
mobile payments items, with the findings presented in Table
4. Table 4 indicates that out of 131 responses, 37% strongly
agreed that mobile banking for county services had been on
the rise, 58% agreed and 5% were not sure (Mean=4.33;
SD=0.561). This implies that mobile banking had been well
accepted and implemented in the county. Additionally, 33%
strongly agreed that mpesa enabled for county customer
payments had increased, 60% agreed and 7% were not sure
(Mean= 4.26; SD=0.576). Hence, mobile banking allowed
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more payments to be done by the county’s customers. Forty
one percent strongly agreed that mobile POS system
allowed for credit cards settlements, 55% agreed and 4%
were not sure (Mean= 4.37; SD=0.559). Additionally, 29%
strongly agreed that mobile POS payments had increased
over time, 65% agreed and 6% were not sure (Mean= 4.23;
SD=0.549). Therefore, customers had increased avenues to
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make payments. Moreover, 29% strongly agreed that online
mobile payments had greatly improved revenues, 65%
agreed and 6% were not sure (Mean=4.23; SD=0.549). The
composite mean of 4.28 and standard deviation of 0.559
implied that majority of the respondents generally agreed
that mobile payments had a contribution to revenue
collection performance in the County Government of Nandi.

Table 4: Mobile banking and performance

Statements N Mean Std. Deviation| SA A N D SD
Mobile banking for county services have been on the rise. | 131 4.33 0.561 37 58 5 0 0
Mpesa enabled for county customer payments have increased.| 131 4.26 0.576 33 60 7 0 0
Mobile POS system allows for credit cards settlements 131 4.37 0.559 41 55 4 0 0
Mobile POS payments have increased over time. 131 4.23 0.549 29 65 6 0 0
Online Mobile payments have greatly improved revenues | 131 4.23 0.549 29 65 6 0 0
Composite mean 4.28 0.559

Source: Research Data (2024)

The study sought from the respondents how mobile
payments affected revenue collection in the county. It was
indicated that mobile payments provided a convenient and
accessible payment method, increasing taxpayer compliance
and reducing delays. The mobile platforms enabled real-
time transactions, which streamlined the collection process
and minimized errors. Respondents noted that this
technology also enhanced transparency, as digital receipts
and records made it easier to track payments and identify
discrepancies. Furthermore, respondents indicated that
mobile payments reduced administrative costs and the need
for physical infrastructure, contributing to more efficient
operations. However, some respondents noted challenges
such as need of strong internet to access the services online.

These findings align with those of Ejiku (2019), who
evaluated how the Uganda Revenue Authority revenue
collection performance was affected by mobile payments
and noted that performance of revenue collection and
mobile payments were significantly and positively
correlated. Likewise, 1 examined e tax management
systems and revenue performance and noted that taxpayers'
ease of filing tax returns was greatly influenced by mobile
tax management systems.

Correlation Analysis

The study conducted a r=correlation analsysis on each of the
independent variables to the dependent variable. Results are
indicated in Table 5.

Table 5: Correlation analysis

Revenue collection
revenue collection Pearson Correlation 1
Sig. (2-tailed)
N 131
mobile payments Pearson Correlation 681"
Sig. (2-tailed) 0.000
**_Correlation is significant at the 0.05 level.

Source: Research Data (2024)

Revenue collection performance of the county government
of Nandi has a strong positive correlation with mobile
payments (r = 0.681, p = 0.000). Hence, there was a strong
positive correlation of 0.681 between mobile payments and
revenue collection.

Regression Analysis and Hypotheses Testing
A regression analysis was carried out in the form: revenue

collection performance of the county government of Nandi
=f (e-payment system).

Effect of mobile banking on revenue collection
performance: Y = Bo+f1 X1 + & Analysis of variance
statistics on influence of mobile banking on revenue
collection performance of the county government of Nandi.
Results are indicated in Table 6.

Table 6: ANOVA Statistics on mobile banking and revenue collection performance

Model Sum of Squares df Mean Square F Sig.
Regression 3.987 1 3.987 111.776 .000°
Residual 4.601 129 0.036
Total 8.588 130

a. Dependent Variable: revenue collection

b. Predictors: (Constant), mobile payments

R-squared =0.464 |  Adj. R-squared = 0.460

Source: Research Data (2024)
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The statistic, F (1, 129) = 111.776, p < 0.05, shows that the
regression model is statistically significant in predicting the
dependent variable. Therefore, mobile payments explain the
variations in revenue collection performance. The R? =
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0.460 indicate that 46% in revenue collection performance
is explained by mobile payments. Regression analysis result
for of mobile payments on revenue collection performance
is shown in Table 7.

Table 7: Coefficient for mobile banking and revenue collection performance

Coefficients® Unstandardized Coefficients Standardized Coefficients Std. Error t p
(Constant) 2.062 0.213 9.693 0.000
Mobile payments 0.523 0.681 0.050 10.572 0.000
a. Dependent Variable: revenue collection

Source: Research Data (2024)

The regression equation indicates that the predicted revenue
collection performance, Y = 2.062 + 0523 + & The
regression equation indicates that the predicted revenue
collection performance = 2.062 + 0.523 (mobile payments).
Correlation analysis established that mobile payments has a
strong positive effect on revenue collection performance.
Regression analysis showed that 46% increase in revenue
collection performance was explained by mobile payments.
Thus, null hypothesis 2 was tested at 95% confidence
interval given that p < 0.05 and the null hypothesis was
rejected and it was concluded that there is a significant
relationship between mobile payments and revenue
collection performance. This indicates that mobile payments
have influence on revenue collection performance in the
County Government of Nandi. This finding is similar to that
of [26], who examined how Tanzania's Arusha City Council
collected revenue in relation to mobile payments. It was
concluded that mobile payments systems greatly enhanced
revenue collection. Additionally, ¢! assessed the effect of
mobile and e payments systems in revenue collection in
Trans Nzoia and revealed that online banking, electronic
billing machines, mobile payment systems and electronic
fund transfer payment systems significantly improved
revenue collection performance.

Conclusions

The study concludes that mobile payments have a
significant effect on revenue collection for the county
government by offering a more convenient and accessible
method for taxpayers to fulfill their obligations. This is a
key factor in improving taxpayer compliance, as it allows
individuals and businesses to make payments from
anywhere, at any time, without the need to visit physical
offices or banks. The flexibility of mobile payment options
encourages timely payments, reducing instances of late or
missed payments, which in turn contributes to more
consistent and reliable revenue streams for the county.
Mobile platforms enable instant processing of payments,
ensuring that funds are immediately reflected in the county’s
accounts. This real-time capability not only accelerates the
revenue collection process but also minimizes the potential
for delays that could disrupt financial planning and
allocation. Mobile payments contribute to a more efficient
and responsive revenue system, where funds are available
for public services and development projects without
unnecessary waiting periods.

The study emphasizes the role of mobile payments in
reducing errors and increasing transparency within the
revenue collection system. Digital receipts and transaction
records generated by mobile platforms provide a clear and
traceable audit trail, making it easier for both taxpayers and
the county government to track payments and resolve any

discrepancies. This level of transparency is crucial for
building trust in the system, as taxpayers can be confident
that their payments are accurately recorded and accounted
for. The ability to quickly identify and address any issues
also enhances the overall integrity of the revenue collection
process.

In addition to improving transparency and reducing errors,
mobile payments significantly lower administrative costs.
The study notes that by shifting transactions to digital
platforms, the county can reduce its reliance on physical
infrastructure such as payment offices, cash handling
facilities, and paper-based records. This reduction in
physical infrastructure not only cuts down on operational
expenses but also simplifies the logistics of revenue
collection. The automation of payment processes further
reduces the need for manual intervention, which decreases
labor costs and reduces the risk of human error.

Recommendations

The county should encourage wider adoption of digital and
mobile payment methods among taxpayers by raising
awareness and providing education on their benefits will
facilitate easy access and user support, maximizing
compliance and streamlining the payment process. The
County Government of Nandi should maintain and
continuously update electronic services payment regulations
and security features to safeguard against potential fraud and
ensure the integrity of financial transactions. Regular
reviews and enhancements of security protocols are crucial.
The county should use emerging technologies to further
streamline payment processes and enhance convenience for
taxpayers is recommended. Implementing systems that
support real-time processing and immediate updates to
financial records will help reduce delays and errors.
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