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Abstract
Purpose – The purpose of this paper is to investigate the relationship between deterrence measures,
leadership support and public finance regulatory compliance among public secondary schools in Uganda.
Design/methodology/approach – A questionnaire survey of 257 Ugandan public secondary schools
was undertaken. Ordinary least squares regression was used to determine whether, in addition to
deterrence measures, leadership support also explains variances in public finance regulatory compliance.
Findings – Results based on a hierarchical regression analysis indicate that deterrence measures
explain 17.4 per cent of variances in public finance regulatory compliance. In addition, leadership
support explains a further 18.2 per cent of the variances in public finance regulatory compliance.
Research limitations/implications – The results imply that in addition to deterrence measures,
secondary schools in Uganda should also emphasise leadership support in order to improve their
public finance regulatory compliance.
Originality/value – Contrary to previous studies, the authors explain regulatory compliance using
deterrence measures and leadership support in a single study while also focussing on institutions and
not individuals as a unit of analysis. The authors also extend the predominantly financial institutions
compliance studies to the education sector. Thus probably for the first time, the authors show that
leadership support complements deterrence measures in explaining public finance regulatory
compliance in the education sector. Even with strong deterrence measures, the lack of leadership
support may lead to inadequate public finance regulatory compliance.
Keywords Deterrence measures, Leadership support, Public finance regulatory compliance,
Public secondary schools, Uganda
Paper type Research paper

1. Introduction
When discussing the progress of a country, one essential concept that needs to be
considered is economic development. According to Nafziger (2006) economic
development encompasses improvements in education and skill levels. Kuklys (2005)
traces education in human development theories as one that enhances human welfare.
Thus the enthusiasm of nations in promoting citizens’ education is rooted in this
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theoretical foundation. This line of thinking suggests that education is a public good.
Like any other public good, education is largely financed by resources raised from the
public through taxation. Therefore, governments find it essential to be prudent in the
management of these public funds through instituting legislation and policies.
The prudency demonstrated through compliance to the regulatory framework ensures
effective and appropriate management of the assigned mandate. Moreover in financial
economics, an appropriate legal and regulatory framework has long been established
as a basic requirement for establishing and operating sound financial institutions and
markets (Faruq and Kabir, 2009).

To this effect, public education institutions are accountable not only for how much
they spend but also for the ways they use the resources entrusted to them. Accordingly,
actors in public secondary schools must comply with such regulations. In the case of
Uganda, public secondary schools are required to adhere to the public finance and
accountability regulatory framework when managing funds from government.
The finance and accountability regulations are supported by the Education Act (2008)
which requires appropriate management of public funds. Despite the existence of such
regulatory framework, there exist inadequate public finance regulatory compliance
levels (Auditor General (AG), 2003, 2012).

Regulatory compliance studies have employed a variety of theoretical models such
as the basic deterrent model and other models which integrate economic theory of
social psychology. The deterrent model focusses on the certainty and severity of
penalty as a key determinant of compliance. On the other hand, models that integrate
economic theory of social psychology tend to account for such motivations expected
to influence one’s decision on whether to comply (Ali and Abdullah, 2010). The
literature indicates that empirical studies that have examined regulatory compliance
in public institutions are scanty and limited to procurement regulations (Ntayi et al.,
2012; Sang and Mugambi, 2014). More so, these studies have used other variables
such as moral orientation and staff awareness while ignoring the contribution of
leadership support. This paper posits that compliance can be jeopardised if collective
orientation in goal attainment is overlooked. Our observations are that previous
studies largely draw from agency theory ( Jensen and Meckling, 1976) which is linked
to the rational choice model. The model suggests that individuals or firms will comply
with authority rules and decisions when confronted with harsh sanctions and
penalties (March and Olsen, 1968; Scott, 2004). Following from this, stewardship
theory researchers such as Hernandez (2008) recommend that future studies should
explore and empirically test the effects of leadership support on stewards’ behaviour
which is inferred here as compliance behaviours. In addition to agency theory,
we employ the regulative element of the institutional theory in examining the
deterrence approach to compliance. Institution theory indicates that through
the normative, cognitive and regulative pressures, entities tend to adopt acceptable
structures, policies, programmes to achieve a fit with their external environment
(DiMaggio and Powell, 1983; Scott, 2008).

The purpose of this paper is to investigate the relationship between deterrence
measures, leadership support and public finance regulatory compliance among public
secondary schools in Uganda. Thus in this study, we provide an explanation of public
finance regulatory compliance among public secondary schools by incorporating
deterrence measures with leadership support in a single study. We demonstrate that
leadership support can complement deterrence measures in explaining variances in
public finance regulatory compliance with a focus on secondary schools.
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This paper makes a contribution in a number of ways. First, existing literature
explains regulatory compliance using deterrence measures (Ali and Abdullah, 2010;
Sang and Mugambi, 2014) and leadership support (Hernandez, 2008) independently.
This study, investigates the two variables in a single study. Therefore, our study finds
out whether leadership support which is based on stewardship theory complements
agency theory based deterrence measures in explaining public finance regulatory
compliance in secondary schools. Second, extant research has tended to focus on an
individual as the unit of analysis, ignoring the fact that these individuals work in
institutional settings that may have an influence on their decisions to either comply or
otherwise. This paper examines regulatory compliance at an institutional level in
government-owned institutions specifically public secondary schools in Uganda,
a Sub-Saharan African setting. This setting is unique because public secondary schools
play a crucial role in various operations of government. Such crucial roles include being
part of the chain in the supply of social and human capital that drives the different
entities in the economy (World Bank, 2005, Report). Secondary schools are recognised
for their crucial link between primary schooling, tertiary education and the labour
market. As such, we pay attention to the effectiveness of their operations, through
adherence to regulations. Third, compliance studies have largely focussed on financial
institutions especially in the wake of the global financial crisis (Birindelli and Ferretti,
2013; Gabbi et al., 2011; Sejjaaka, 2005) neglecting other institutions in the same
operational environment. Adherence to the public financial regulations enhances
society’s trust in government and confidence on proper utilisation of the entrusted
public resources. Fourth, while researchers (Chalmers et al., 2012; May, 2004;
Vicent-Jones, 2002) acknowledge that regulations guard public interest and therefore
adequate measures must be instituted to ensure their adherence, there has been
consistent inadequate regulatory compliance by Ugandan government entities
(Auditor General (AG), 2003, 2012; FINMAP, 2011). Finally, there is a myriad of
public finance regulations in Uganda. It is important for stakeholders to understand
why government entities comply with such regulations. Inadequate adherence to the
regulations greatly affects the planned service delivery to all the citizenry and
attainment of value for public funds spent.

The rest of the paper is organised as follows. The next section explains the nature of
public finance regulatory framework governing secondary schools in Uganda and their
general compliance state. This is followed by a literature review and hypotheses
development in Section 3. Section 4 outlines the methodology and is followed by the
presentation and discussion of results in Section 5. The final section is the conclusion.

2. Public finance regulatory framework governing secondary schools in
Uganda and compliance status
The typology of public finance regulatory framework in Uganda is predominantly from
the Constitution of the Republic of Uganda (Uganda, 1995, 2005) and the Public Finance
and Accountability Act (PFAA) (Uganda, 2003a). These are supported by the
Budget Act (Uganda, 2001), Public Procurement and Disposal Act (Uganda, 2003c),
Education Act (Uganda, 2008), Public Finance and Accountability Regulations (PFAR)
(Uganda, 2003b, d) and circulars issued from time to time by Ministry of Finance to all
government entities. The PFAA (Uganda, 2003a) takes precedent over all other
guidelines regarding public finance management (Act 6, Sec 49). The act provides an
economic and policy framework to regulate the financial management of the
government. It further prescribes responsibilities of persons entrusted with financial
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management and it covers any other connected matters. The mandate reflected in the
PFAA (Uganda, 2003a) which empowers the Ministry of Finance to oversee the
function of public finance management is derived from Chapter 8 of the constitution
of the Republic of Uganda. The Ministry of Finance plays the afore-mentioned
role through other government ministries and agencies of which public secondary
schools are part.

The PFAA (Uganda, 2003a) requires all public institution to follow guidelines in the
generation and implementation of budgets. The regulatory framework provides
detailed controls that are required to be in place including monitoring structures such
as audit committees and internal audit. These structures play the oversight and
monitoring role of the internal control processes (Uganda, 2003a, PFAA Part VI).
The Uganda (2003d) provide further detailed operational guidelines that have to be
followed by entities on a day to day basis.

The education sector in Uganda consists of three main subsectors, namely primary,
post-primary (secondary level) and post-secondary and advanced level (university and
other tertiary education level (Uganda, 2008). Following the success of implementing
the universal primary education strategy, the Ugandan government turned its focus on
secondary education. The purpose of the secondary education focus was to promote
scientific, technical and cultural knowledge – skills and attitudes required for a
sustainable economic growth. As such a strategy for universal secondary education
was established in 2007. However, as government focusses on the expansion of
secondary school education, the financial management of such schools is also of
importance. For example, in the last three financial years (2011-2013), public secondary
schools have received on average shs 0.325 billion (US$120 million, which is 20 per cent
of the education sector budget) per year. As part of the process to ensure accountability
for the government funding received, all the public schools have to follow the
PFAA (Uganda, 2003a). In addition, the Education Act (Uganda, 2008) section 29(1)
and (2) mandates school boards to cause the keeping of proper books of accounts with
respect to all sums of money received and expended plus recognition of assets and
liabilities of the school.

Despite such documented guidelines, the Auditor General’s reports for the period
2005-2012 and FINMAP Report 2011 indicate that more than 50 per cent of the
government entities in Uganda do not fully comply with the existing financial
regulatory framework. The Auditor General’s reports indicate violations of public
finance regulations such as excess expenditure without authority, diversion of funds,
unaccounted funds, outstanding administrative advances and nugatory expenditures.
Similarly, Masuba (2013) reveals high levels of inappropriate financial accounting,
bookkeeping, reporting and asset management among public secondary schools in
Uganda. This state of affairs suggests that there are problems that may be affecting
public finance regulatory compliance in Uganda and specifically public secondary
schools. Similar observations of non-compliance have been made by ROSC (2005) which
recommends strengthening of the enforcement mechanisms, enhancing capacity of
regulatory and professional bodies among others.

3. Literature and hypotheses development
3.1 Theoretical considerations
Theories that have been used in predicting regulatory compliance indicate that
compliance should be addressed at two main interfaces; at the entity and its
environment and at the interface of the organisation and its employees (Interligi, 2010).
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This paper adopts institutional theory and stewardship theory as a relevant framework
for understanding regulatory compliance at the entity level. Institutional theory
emphasises that organisational survival is dependent on securing legitimacy from
stakeholders based on organisational acceptance of normative, regulative and
cognitive pressures that compel them to adopt appropriate structures, policies and
procedures (DiMaggio and Powell, 1983; Scott, 2004; Silverman, 2008). The normative
elements of institutional theory emphasise that institutions are systems underpinned
by common norms, regulations, obligations, human networks and shared values.
Hence, referring to institutional norms will improve the depth and thoroughness of the
decision-making process. The factors that affect compliance in this case are personal
morality, social influence and legitimacy. The regulative elements as depicted from the
institutional theory stress rule setting, monitoring and sanctioning activities (Scott,
2008). In this regard, the theory considers an entity as a system made up of many
individuals with their own interests and preferences (Scott, 2004). Rationally, each
participant in the organisation tends to maximise his or her benefits by taking a
specific logic of action. The consequences arising out of such actions will make
organisations to either comply (or not to comply) with laws. To safeguard against any
kind of free will decision in complying, entities institute deterrence measures such as
penalties to achieve compliance.

Deterrence measures aside, scholars such as Verschoor (2006) observe that
organisational factors and leadership in particular are central to the development of
organisational culture, including the culture of compliance. When applied to
stewardship theory, this study singles out leadership support as one medium
through which collective action and commitment relating to public finance regulatory
compliance may be achieved. Through this kind of framework, employees receive the
necessary support towards regulatory compliance framework components such as
budget adherence, internal controls and accountability through appropriate reporting.
Indeed, May (2005) argues that the credibility of an entity will depend on realising
commitment to the welfare, growth and wholeness of others which is achieved through
stewardship governance. With the attainment of commitment behaviour a culture of
involvement and ownership to organisational goals that include regulatory compliance
will be realised (Block, 1993). Thus stewardship theory offers a new framing of social
contract that aligns the organisational goals with those of fostering human flourishing,
caring for people and partnering with other social institutions (Hernandez, 2012). It is
argued then that relationally supportive leadership behaviours create stewardship
behaviours in an organisation leading to regulatory compliance.

3.2 Prior literature and hypotheses development
3.2.1 Deterrence measures. Extant literature reveals that deterrence is associated with
an economic model of compliance, which assumes that rational individuals comply
with laws if their expected costs of non-compliance outweigh their expected benefits
(Gezelius and Hauck, 2011; Kleiman et al., 2009). This implies that deterrence
mechanisms must be instituted to direct behaviours of different actors. Proponents of
the rational choice model believe that individuals or firms will comply with an
authority’s rules and decisions only when confronted with harsh sanctions and
penalties (March and Olsen, 1968; Scott, 2004). What this means is that if the
opportunity associated with disobeying the law is high whereas the probability of
being caught and the anticipated fine are low, then organisations will not comply.
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Becker (1968) in his criminal law model asserts that individuals and firms’ regulatees
are unwilling to take the necessary actions to comply with regulations and therefore
they must be compelled to do so. This is echoed by Bandura (1986), Braithwaite (1985)
and Gormley (1998) who argue that people in an environment will respond to the
behaviour imitated with either enforcement or punishment.

Thus the probability of detection and severity of punishment can be
deemed determinants for managing regulatory compliance (Ntayi et al., 2012;
Akpalu, 2011; Kleiman et al., 2009). Ntayi et al. (2012) observed that the fear of
“getting caught, the fear of getting punished and the fear of losing face” significantly
affect public procurement regulatory compliance. It is most likely that when people in
the same organisation observe others or similar entities not complying they may
change their estimation of the probability of being caught. Despite including other
factors in his study on compliance with fishing regulations, Akpalu (2011) found that
the risk of detection and severity of punishment ranked highest. A similar view had
earlier been emphasised by Kleiman et al. (2009) indicating that when punishment
capacity is constrained and offenders’ behaviour responds to changes in the
probability of punishment, a dual equilibrium tipping situation can result.
Punishment for non-compliance calls for high levels of monitoring to ensure
enforcement is realized.

However, May (2004) argues that enforcement is irrelevant and that deterrence has
no role in building regulatory compliance. It is observed that in the case of broken
contracts, compliance can be attained only by powerful enforcement mechanism.
For example, Sutinen and Kuperan (1999) argue that in society there are always chronic
violators which call for the presence of enforcement measures. Although the foregoing
review reveals mixed views and findings regarding enforcement and deterrence
measures to comply with regulations, it is noted that some of these observations were
made from a simulation activity and/or the focus was on individuals. It would be
important to test their validity through empirical research and making the analysis at
the organisation rather than individual levels. We therefore extend this debate to public
secondary schools by examining the association of deterrence measures with
regulatory compliance. Consequently, we put forward the following hypothesis:

H1. There is a significant positive relationship between deterrence measures and
regulatory compliance by Ugandan public secondary schools.

3.2.2 Leadership support. According to Netemeyer et al. (1997), leadership support is
the degree of consideration and support employees receive from their supervisors.
Leaders influence others to accomplish organisational objectives (Yukl, 2006) by giving
clarity, regarding organisational strategy and intrinsic motivation, which encourages
employees to act in service to the organisations (Davis et al., 1997; Hernandez, 2008).
This suggests that public finance regulatory compliance among public secondary
schools in Uganda may not be realised if leadership support is lacking. The need for
support can be inferred in the study by Carlin and Finch (2010) who found high levels
of non-compliance with international financial reporting standard (IFRS) on goodwill
accounting due to failure of leadership support. It is the role of the leaders at different
levels to effect any compliance levels required in an entity. Indeed extant literature
suggests a relationship between leadership support and performance (Davis et al., 1997;
Glaser, 2006; Hernandez, 2008, 2012).
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According to Bell and Staw (1989) leaders instil self-determination in followers to
help them have a sense of choice in their own action towards compliance behaviour.
We argue that motivational support enhances compliance levels through creation of
intrinsic drive within the employees, leading to an internal and active orientation to an
individual’s work role with respect to regulatory compliance. For example, leaders/
management’s clear aligning of strategies such as budget adherence, institution of
control structures as well as processes and appropriate financial reporting will guide on
higher achievement of compliance levels. The guide is provided through capturing all
the relevant information and effectively communicating to the employees in a timely
manner to enable them carry out their responsibilities. Optimising continuous controls
monitoring by leaders could more likely reduce non-compliance to the regulatory
framework. In addition, it is believed that when leaders display relational supportive
behaviours, interpersonal trust is enhanced (Hernandez, 2008, 2012).

Glaser (2006) indicated that such relational support boosts work conditions that
foster accountability and commitment through the power of closeness and
encouragement of positive relationship. Davis et al. (1997) confirm that relational
support creates mutual trust believed to involve open communication demonstrating
the leader’s care and respect for all the followers. It can then be assumed that the
acquired trust facilitates the followers’ ability to accept responsibility for their actions
that involve adherence to all provisions of PFAA (Uganda, 2003a). Likewise, Davis et al.
(1997) and Gibson (2000) argue that the institutional relationship between leaders and
followers embedded within the organisational network implies that the leaders will
pursue the interests of the many followers, based on a morally established duty owed
and fiduciary obligation. Consequently, communicating the broader organisational
mission to the employees and creation of coherence implies that leaders convey clarity
regarding the organisational context to their followers, thereby creating contextual
support. It also means that leaders instil a sense of purpose in their followers by
facilitating their ability to influence internal processes and understanding better
the implications of organisational actions. In doing so, the employees in the
organisation are able to adhere to the regulations in place that guide their activities
which in this case is the public finance and accountability regulatory framework.
Since World Bank (2005) lists leadership among a number of characteristics for
successful schools, it follows that being articulate in the interpretation of regulations,
communicating them effectively to all members, coordinating and monitoring all the
tasks involved would improve regulatory compliance levels. Accordingly, we put
forward the following hypothesis:

H2. There is a positive relationship between leadership support and regulatory
compliance by Ugandan public secondary schools.

3.2.3 Control variables. Bartov et al. (2000) suggest that failure to control for
confounding variables could lead to falsely rejecting the hypothesis when in fact it
should be accepted. In this study we controlled for budget size, governing board
expertise and accounting and finance qualifications of the staff. For example, Ettredge
et al. (2011) indicate that an entity’s size significantly explains public finance
compliance requirements such as disclosure levels. More so, the literature reveals that
employees with finance and accounting qualification are more likely to pursue a policy
of full regulatory compliance than those with no such qualifications (Karim and
Ahmed, 2005). As regards board governance expertise, the Committee of Sponsoring

1141

Public finance
regulatory
compliance



www.manaraa.com

Organisations of the Treadway Commission (COSO, 2004) reveals that the board of
directors for an entity is responsible for monitoring firm risks, and control activities,
including reporting efforts and ensuring adherence to all policies and regulations.
Indeed research works have established a relationship in financial expertise and other
governing board-audit committee characteristics and effectiveness in monitoring
financial reporting (Bédard et al., 2004).

4. Methodology
4.1 Design, population and sample
The research design for this study is cross sectional. A list of public secondary
schools and written permission were obtained from the Ministry of Education and
Sports and a letter accompanied by the questionnaire sent to all the secondary
schools requesting for their cooperation. Yamane (1973) formula was used to
determine the sample size: n¼N/1+N (e)2 where n¼ the required sample size,
N¼ the total population and e¼ the tolerable error put at 5 per cent for this study.
This formula generated a sample size of 278 (906/1+ 906(0.05)2) public secondary
schools. The population of 906 was categorised into 72 clusters based on districts.
The sampling frame was therefore 72 districts. In line with Saunders et al.’s (2009)
guide, 16 districts were randomly selected from the sampling frame of 72 from which
278 public schools were selected. In total, 258 schools responded, one case was
excluded from the analysis due to being an outlier leaving 257 cases that gave a final
response rate of 92 per cent. We adopted a survey as the most appropriate method of
data collection as previous research supports the reliability and validity of the
self-report measures (Lechner et al., 2006). We selected the head teacher and the
accountant by virtue of their position, knowledge and information availability
(McEvily and Marcus, 2005). Data from each school were aggregated using the name
of school as a break variable since the school was the unit of analysis.

4.2 Measures and the questionnaire
The questionnaire comprised three sections. Section A consisted of questions on
leadership support and deterrence measures. Section B of the questionnaire covered
items relating to public finance regulatory compliance. Section C contained questions
about the control variables in order to determine the robustness of our model. These were
governing board expertise, budget size and qualified staff in finance and accounting.

In developing measurement items, attention was paid to theories, empirical
literature and study context. Past studies that have examined regulatory compliance
have derived the measures with reference to the specific standards or regulation in
question such as disclosure (Karim and Ahmed, 2005; Sejjaaka, 2005), Swedish
Municipal standards (Falkman and Tagesson, 2008), IFRS goodwill and reporting
disclosures (Carlin and Finch, 2010), human rights legislation (Harcourt and Harcourt,
2002), Uganda public procurement (Ntayi et al., 2012). Therefore, measurement items
for regulatory compliance in this study are extracted from the PFAA (Uganda, 2003a)
and its attendant regulations, focussing on budget adherence, internal controls and
reporting. Items were anchored on a six-point scale ranging from 1¼ this is extremely
untrue of this organisation to 6¼ this is extremely true of this organisation.
The Cronbach’α coefficient results were 0.579.

The major references for deterrence measures items included DiMaggio and Powell
(1983), March and Olsen (1968) and Scott (2008) which were anchored on a six-point

1142

IJSE
43,11



www.manaraa.com

scale ranging from 1¼ completely disagree, without doubt to 6¼ agree completely,
without any doubt. Cronbach’s α coefficient results were 0.842. The measurement item
for leadership support were derived from the works of Hernandez (2008) and were
anchored on a six-point scale, ranging from 1¼ never to less than a quarter of the time
(0⩽ 25 per cent) to 6¼ always without fail (100 per cent). The reliability results based
on Cronbach’s α coefficient was 0.761.

The measurement items in the questionnaire were validated using technical
experts and practitioners. The results from the analysis revealed that all the
variable items were clear, and relevant with the recommended cut-off point of 0.7
(Nunnally, 1978). To establish convergent validity, the principle components for each
variable were extracted by running principle component analysis using
varimax rotation method. In addition, factor loadings below 0.5 coefficients were
suppressed to avoid extracting factors with weak loadings. According to Hair et al.
(2006), a value extracted of 0.5 or higher is a good one as a rule of thumb suggesting
adequate convergence (see Tables AI-AIII for the factors that were extracted
under each study variable). This process enabled us to reduce the data to a
manageable level. Likewise, Pallant (2006) indicates that a minimum value of 0.5 for
KMO is acceptable. Table I shows the summary results of these tests. Using this
post-hoc procedure we attempted to detect whether common methods variance
(CMV) was present.

The influence of CMV which has been a pervasively cited concern in organisational
research (Podsakoff et al., 2003) affects questionnaire-based studies in social sciences.
By performing principle component analysis where we suppressed factors with
coefficients below 0.5 we aimed to detect whether a single factor would emerge or one
“general” factor would account for the majority of the covariance in the independent
variable and criterion variables (Podsakoff and Organ, 1986). Results indicate that this
study does not materially have the problem of CMV.

The results of reliability determined by Cronbach’s α coefficients are as indicated in
Table II. The rule of thumb is that reliability estimate is 0.7 or higher. However, a
“reliability between 0.6 and 0.7 may be acceptable provided that other indicators of a
model’s construct validity are good” (Hair et al., 2006, p. 778).

Variables KMO
Bartlett’s test of sphericity

approx. χ2 df Sig.
No. of
items

Variance
explained (%)

Public finance regulatory
compliance 0.672 246.836 91 0.000 12 55
Deterrence measures 0.902 1,459.459 105 0.000 15 56.1
Leadership support 0.696 3,424.434 300 0.000 21 63.5

Table I.
Validity of the

study instrument

Variables
Original no. of

items
No. of items

deleted
No. of items
retained Cronbach’s α

Public finance regulatory
compliance 12 1 11 0.579
Deterrence measures 15 2 13 0.842
Leadership support 21 15 6 0.761

Table II.
Reliability
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Except for regulatory compliance, the reliability results for all the variables are within
the range of 0.6 and 0.7, indicating the existence of internal consistence and therefore
implying that all the measures consistently represent the same latent constructs.
The results for regulatory compliance variable could be attributed to the new context of
public secondary schools in which the instrument is applied.

Past compliance research works have applied regression techniques (Verbruggen
et al., 2011) in testing the study hypotheses. Similarly, to test our study hypotheses,
regression analysis, specifically, ordinary least squares (OLS), was carried out on the
data. This was more so that our data fulfiled the assumptions of OLS. The explanatory
power of variables was tested using hierarchical regression analysis that determines
the contribution of each predictor variable (Field, 2009). The regression coefficients
are used as indicators whether or not the contribution of each variable is significant,
which further tests the validity of the hypotheses. The overall contribution of the
variables is indicated by the variance explained (R2), which also shows the predictive
power of the variables.

4.3 Model
Three regression equations were generated to define the models used in investigating
whether leadership support, in addition to deterrence measures, explains any variances
in public finance regulatory compliance. The first regression equation for Model 1
related to the control variables of governing board expertise, budget size and
accounting and finance qualifications. Equations 2 and 3 related to the introduction of
deterrence measures whereas Model 3, the main model, relates to the introduction
of leadership support to all the variables in Model 2. Given below are the regression
equations for the models specified (Table III):

Model 1 : PFRC ¼ b0þb1 GOBEþb2 BUSIþb3 AFQUþej

Model 2 : PFRC ¼ b0þb1 GOBEþb2 BUSIþb3 AFQUþb4 DEMEþej

Model 3 : PFRC ¼ b0þb1 DEMEþb2 LESUþb3 GOBEþb4 BUSIþb5 AFQUþej

5. Results and discussion
5.1 Descriptive statistics
The summary descriptive statistics for public finance regulatory compliance,
deterrence measures, leadership support and the control variables (governing board
expertise, budget size and staff qualifications) in finance and accounting are presented
in Table IV. Regarding public finance regulatory compliance, entities responded that it
was very true that their organisations follow the public finance regulatory provisions
on budgets, internal controls and reporting (mean¼ 5.17, SD¼ 0.248). The results also
show that generally all entities agreed that they comply with the public finance
regulatory framework most of the time because of the existence of deterrence measures
(mean¼ 4.26, SD¼ 0.407). In respect of leadership support, respondents indicated that
they receive support towards regulatory compliance from their leaders (mean¼ 5.14,
SD¼ 0.201). In total, 72 per cent of the responding entities had a board membership of
nine to ten whereas 28 per cent possessed 11-12 members.
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Members of the governing board with expertise in finance and accounting were
distributed as: 0.8 (below 2), 47.9 (2 to 3), 36.6 (4 to 5), 14.8 per cent (more than 5)
implying that all entities could receive the required guidance on public finance
regulatory compliance. The budget sizes were distributed as: Ugandan Shillings in
billions; below 1, 1 to 5 and above 5 to 95.7, 3.9 and 0.4 per cent of all the 257 entities,
respectively. For academic qualifications, between 1.9 and 98.1 per cent of the entities
had employees with diploma and undergraduate degrees, respectively, with a bias in
finance and accounting.

5.2 Correlation analysis
Zero-order correlation was used to establish whether or not there were associations
(Field, 2009) between the study variables as hypothesised from the literature review.
In Table V, we provide the Pearson product-moment correlation matrix among the study
variables. The results indicate that there is a positive significant relationship between
deterrence measures and public finance regulatory compliance (r¼ 0.430, p⩽ 0.01).

Variable(s) Definition

Dependent variable
PFRC Public finance regulatory

compliance
Perceived adherence to the Uganda’s Public Finance and
Accountability Act (Uganda, 2003a) and its attendant regulations
measured on a six-point Likert scale (1¼ extremely untrue of this
organisation to 6¼ extremely true of this organisation) using 11
statements

Independent variables
GOBE Governing board

expertise
Number of board members who have finance or accounting
expertise divided by the number of board members

BUSI Budget size The size of annual funds (in Ugandan Shillings) appropriated by
parliament to each entity for use in delivering of the mandated
services

AFQU Accounting and finance
qualifications

Number of employees with finance or accounting academic
qualifications

DEME Deterrence measures Perceived importance of deterrence measures (monitoring by
oversight organs and severe and certainty of penalties) in ensuring
compliance measured on a six-point Likert scale (1¼ completely
disagree to 6¼ completely agree) using 13 statements

LESU Leadership support Perceived degree of consideration and support employees receive
from their supervisors measured on a six-point Likert scale
(1¼ never to 6¼ always) using six statements

εj Error term The residual

Table III.
Definition of

variables included in
the regression model

Variable Obs. Mean SD Min. Max.

PFRC 257 5.17 0.248 4 6
GOBE 257 1.02 0.138 1 2
BUSI 257 1.71 0.298 2 3
AFQU 257 1.12 0.469 1 2
DEME 257 4.26 0.407 3 6
LESU 257 5.14 0.201 5 6

Table IV.
Description statistics

for dependent and
independent

variables
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There is also a significant positive relationship between leadership support and
public finance regulatory compliance (r¼ 0.539, p⩽0.01). Among the independent
variables, the highest correlations are between leadership support and deterrence
measures (0.287, p⩽0.01) followed by that between governing board expertise and
leadership support (0.113, p⩾0.05). Given the low levels of correlation among the
independent variables, multicollinearity is not likely to exist and therefore all the
five independent variables can be entered into a single multiple regression model.

5.3 Regression results
We use the hierarchical regression analysis consistent with the guidelines by Aiken
and West (1991) and enter variables simultaneously within each hierarchical group.
This is useful for evaluating the contributions of predictors above and beyond the
previously entered predictors, as a means of statistical control, and for examining
incremental validity. Table VI shows the results. Model 1, in Table VI, reports the
baseline model with only control variables. Except for finance and accounting
qualifications (AFQU), the standardised β coefficients are not significant. When we
introduce deterrence measures (DEME) in Model 2 and leadership support (LESU) in

Variable PFRC GOBE BUSI AFQU DEME LESU

PFRC 1.000
GOBE −0.079 1.000
BUSI 0.040 0.042 1.000
AFQU 0.129* 0.083 0.002 1.000
DEME 0.430** −0.079 −0.038 0.090 1.000
LESU 0.539** −0.113 0.038 0.034 0.287** 1.000
Notes: n¼ 258. *,**Correlation significant at the 0.05 and 0.01 level (one-tailed), respectively

Table V.
Pearson correlations
between the
dependent and
independent
variables

Variables Model 1 Model 2 Model 3 VIF

GOBE −0.092 (−1.480) −0.067 (−1.182) −0.021 (−0.425) 1.024
BUSI 0.043 (0.699) 0.058 (1.036) 0.035 (0.697) 1.006
AFQU 0.136* (2.187)* 0.096 (1.697) 0.088 (1.769) 1.016
DEME 0.420** (7.409)** 0.294** (5.645)** 1.101
LESU 0.448** (8.587)** 1.105
F 2.297 15.811** 31.049**
R2 0.027 0.201 0.382
Adjusted R2 0.015 0.188** 0.370**
R2 change 0.174 0.182
Durbin-Watson 2.007
F change 2.297 54.886** 73.743**
SE of the estimate 0.236 0.214 0.186
df
Regression 3 4 5
Residual 253 252 251
Total 257 257 257
Notes: Dependent variable: PFRC; t-test values in parantheses (). *,**Statistically significant at 1 and
5 per cent, respectively

Table VI.
Multiple regression
results
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Model 3, all the control variables become non-significant. This suggests that our results
are not confounded by the control variables.

The results in Model 2 in Table VI show that deterrence measures explain
17.4 per cent of the variances in public finance regulatory compliance ( β¼ 0.420,
po0.01, t¼ 7.409). This finding provides further support for our hypothesis H1 which
states that “there is a positive relationship between deterrence measures and regulatory
compliance among the public secondary schools in Uganda”. Model 3 in Table VI
shows that leadership support explains 18.2 per cent of the variations in public finance
regulatory compliance ( β¼ 0.448, po0.01, t¼ 8.587). This substantiates further our
H2, which states that there is a positive relationship between leadership support and
public finance regulatory compliance by the public secondary schools in Uganda.
The overall model in Table VI explains a total of 37 per cent of the variance in public
finance regulatory compliance. The model F¼ 31.05 is significant, 0.01 or better and it
is unlikely that the F, this large, could occur by chance. In terms of the
relative importance, the results suggest that leadership support is most important in
explaining variances in public finance regulatory compliance by public secondary
schools in Uganda.

5.4 Discussion
The position of the current paper has been to investigate the relationship between
deterrence measures, leadership support and public finance regulatory compliance
among public secondary schools in Uganda. These results support the application of
stewardship and institutional theories as relevant frameworks for understanding
public finance regulatory compliance. Those studies that have ignored leadership
support in the explanation of public finance regulatory compliance have missed its
explanatory power. The results of this study show that leadership support in the form
of coordination, guidance, explanations, encouragement and care augment deterrence
measures (e.g. in form of penalties and loss of reputation) in explaining variances in
public finance regulatory compliance. The results suggest that a single variable
explains less variance in public finance regulatory compliance relative to two variables.
For example, as leaders give the relevant support, the institution of deterrence
measures as advanced by May (2004) and Adepeju (2013) should not be overlooked.

The significance of deterrence measures in explaining compliance is also consistent
with Becker (1968)’s criminal law model which asserts that individuals and firm’s
regulatees are unwilling to take the necessary actions to comply with regulations and
therefore must be compelled to do so, is substantiated. Similarly, the importance of
leadership support in explaining public finance regulatory compliance suggests that
Hernandez’s (2012) advancement of stewardship theory as an alternative theory to
align the interests of the principal and those of the agent is also substantiated. The
results are particularly significant since existing studies have mostly used agency
theory to explain regulatory compliance. The finding that leadership support which is
based on stewardship theory complements deterrence measures in explaining
regulatory compliance means that agency assumptions-based deterrence measures
may not be adequate in realising regulatory compliance. The results of the study
therefore support the assumption of Davis et al. (1997) that not all actors in entities
possess divergent interests and that those other complexities of organisational life have
to be considered in terms of leadership support. The results are therefore consistent
with the view that stewardship theory should be advanced as a model of governance
orienting employees’ behaviour for effective compliance with regulations.
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In terms of control variables, the baseline model suggests that entities with qualified
accounting and finance employees expect more compliance levels with public finance
regulations. This finding highlights the importance of controlling for qualifications
in regulatory compliance studies. Indeed Karim and Ahmed (2005) found higher
disclosure levels among companies with qualified accounting staff. However, the three
control variables in the baseline Model 1 explain a negligible 1.5 per cent of the
variances in public finance regulatory compliance.

6. Conclusion and implications
The aim of this paper was to report the results of an investigation on whether
leadership support, in addition to deterrence measures, explain variances in public
finance regulatory compliance, while controlling for governing board expertise, size
and accounting and finance qualifications. In our conceptualisation, we indicate that
despite the existence of controls such as deterrence measures as advanced by agency
theory, non-compliance among public institutions has continued to be a challenge.
The results suggest that deterrence measures alone may not provide adequate
explanation of the variances in public secondary schools’ compliance with public
finance regulations. At policy level, the results imply that leadership support in terms
of providing relevant resources to the employees would lead to better adherence to the
appropriated budgets, control processes and reporting among public secondary
schools. Thus practically, public secondary schools should pay attention to supporting
their employees in terms of resource provisions, guidance, supervision and care in
addition to the deterrence measures in order to achieve compliance. Theoretically,
leadership support is an important ingredient once integrated with deterrence
measures in realising compliance. We believe that with such a mechanism in place,
public secondary schools would spend less effort in achieving the required regulatory
compliance. Thus government and development partners can support programmes
that promote appropriate stewardship behaviours seeking to enhance compliance with
available public finance regulations.

The study has two main limitations. First, the study was cross sectional and
therefore did not capture changes in attitudes over time. This may necessitate
follow-up studies in a longitudinal design to capture the trend of results. Second, the
study is also based on the perceptions which may not represent reality. Nevertheless,
the study makes a contribution to compliance studies by documenting evidence of
the complementary nature of deterrence and leadership support in explaining public
finance regulatory compliance. For purposes of external validity, we recommend
that researchers should carry out a similar study in comparable public secondary
schools in other countries to determine whether or not similar results may be found.
It is also further recommended that future studies use a more robust way of
capturing the extent of compliance.

References

Adepeju, B.S. (2013), “Stakeholders perception on the effectiveness of internal control system on
financial accountability in the Nigerian public sector”, International Journal of Business
and Management Invention, Vol. 2 No. 1, pp. 16-33.

Aiken, L.S. and West, S.G. (1991), MulitpleRegression; Testing and Interpreting Interactions,
Sage, CA.

1148

IJSE
43,11



www.manaraa.com

Akpalu, W. (2011), “Fisher skills and compliance with effort – limiting fishing regulations in a
developing country: the case of Ghana”, International Journal of Social Economics, Vol. 38
No. 8, pp. 666-675.

Ali, J. and Abdullah, H. (2010), “Impact of enforcement on compliance behaviour of Fishermen”,
International Journal of Economics and Finance, Vol. 2 No. 4, pp. 113-121.

Auditor General (AG) (2003), “The report and the opinion of the auditor general”, Vol. 2, Kampala.

Auditor General (AG) (2012), “The report and the opinion of the auditor general”, Vol. 2, Kampala.

Bandura, A. (1986), Social Foundations Thought and Action: A Social Cognitive Theory, Prentice
Hall, Englewood Cliffs, NJ.

Bartov, E., Gul, F.A. and Tsui, J.S.L. (2000), “Discretionary-accruals models and audit
qualifications”, Journal of Accounting and Economics, Vol. 30 No. 3, pp. 421-452.

Becker, G.S. (1968), “Crime and punishment: an economic approach”, Journal of Political Economy,
Vol. 76 No. 2, pp. 169-217.

Bédard, J., Chtourou, S.M. and Courteau, L. (2004), “The effect of audit committee expertise,
independence, and activity on aggressive earnings management”, Auditing: A Journal of
Practice & Theory, Vol. 23 No. 2, pp. 13-35.

Bell, N.E. and Staw, B.M. (1989), “People as sculptors versus sculpture: the role of personality and
personal control in organizations”, in Arthur, M.B., Hall, D.T. and Lawrence, B.S. (Eds),
The Handbook of Career Theory, Cambridge University Press, Cambridge,
pp. 232-251.

Birindelli, G. and Ferretti, P. (2013), “Compliance function in Italian banks: organisational issues”,
Journal of Financial Regulation and Compliance, Vol. 21 No. 3, pp. 217-240.

Block, P. (1993), Stewardship: Choosing Service Over Self Interest, Berrett-Koehler, San
Francisco, CA.

Braithwaite, J. (1985), To Punish or Persuade: Enforcement of Coal Mine Safety, State University
of New York Press, Albany, NY.

Carlin, T.M. and Finch, N. (2010), “Resisting compliance with IFRS goodwill accounting and
reporting disclosures: evidence from Australia”, Journal of Accounting & Organisational
Change, Vol. 6 No. 2, pp. 260-280.

Chalmers, K., Godfrey, J.M. and Lynch, B. (2012), “Regulatory theory insights into the past,
present and future of general purpose water accounting standard setting”, Accounting,
Auditing and Accountability Journal, Vol. 25 No. 6, pp. 1001-1024.

Committee of Sponsoring Organizations of the Treadway Commission (COSO) (2004), Enterprise
Risk Management-Integrated Framework: Executive Summary, COSO.

Davis, J.H., Schoorman, D. and Donaldson, L. (1997), “Towards a stewardship theory of
management”, Academy of Management Review, Vol. 22 No. 1, pp. 20-47.

DiMaggio, P.I. and Powell, W.W. (1983), “The iron cage revisited: institutional isomorphism and
collective rationality in organizational fields”, American Sociological Review, Vol. 48 No. 2,
pp. 147-160.

Ettredge, M., Johnstone, K., Stone, M. and Wang, Q. (2011), “The effects of firm size, corporate
governance quality, and bad news on disclosure compliance”, Review of Accounting
Studies, Vol. 16 No. 4, pp. 866-889.

Falkman, P. and Tagesson, T. (2008), “Accrual accounting does not necessarily mean accrual
accounting: factors that counteract compliance with accounting standards in
Swedish municipal accounting”, Scandinavian Journal of Management, Vol. 24 No. 3,
pp. 271-283.

1149

Public finance
regulatory
compliance



www.manaraa.com

Faruq, A. and Kabir, H.M. (2009), “Legal and regulatory issues of Islamic finance in Australia”,
International Journal of Islamic and Middle Eastern Finance and Management, Vol. 2 No. 4,
pp. 305-322.

Field, A. (2009), Discovering Statistics Using SPSS, 3rd ed., Sage Publications Ltd, London.

FINMAP (2011), Study on Non-Compliance in Public Financial Management in Uganda, Ministry
of Finance, Planning and Economic Development, Kampala.

Gabbi, G., Tanzi, P.M. and Nadotti, L. (2011), “Firm size and compliance costs asymmetries
in the investment services”, Journal of Financial Regulations and Compliance, Vol. 19 No. 1,
pp. 58-74.

Gezelius, S.S. and Hauck, M. (2011), “Toward a theory of compliance in state-regulated
livelihoods: a comparative study of compliance motivations in developed and developing
world fisheries”, Law & Society Review, Vol. 45 No. 2, pp. 435-470.

Gibson, K. (2000), “The moral basis of stakeholder theory”, Journal of Business Ethics, Vol. 26
No. 3, pp. 245-257.

Glaser, J.E. (2006), The DNA of Leadership; Leverage your Instincts to Communicate, Differentiate,
Innovate, Platinum Press, Avon, MA.

Gormley, W.T. (1998), “Regulatory enforcement styles”, Political Research Quarterly, Vol. 51 No. 2,
pp. 263-383.

Hair, J.F., Black, B., Babin, B., Anderson, R.E. and Tathan, R.L. (2006),Multivariate Data Analysis,
6th ed., Prentice Hall, Eaglewood Cliffs, NJ.

Harcourt, S. and Harcourt, M. (2002), “Do employers comply with civil/human rights legislation?
New evidence from New Zealand job application forms”, Journal of Business Ethics, Vol. 35
No. 3, pp. 205-221.

Hernandez, M. (2008), “Promoting stewardship behavior in organizations: a leadership model”,
Journal of Business Ethics, Vol. 80 No. 1, pp. 121-128.

Hernandez, M. (2012), “Toward an understanding of the psychology of stewardship”, Academy of
Management Review, Vol. 37 No. 2, pp. 172-193.

Interligi, L. (2010), “Compliance culture: a conceptual framework”, Journal of Management &
Organization, Vol. 16 No. 2, pp. 235-249.

Jensen, M.C. and Meckling, W.H. (1976), “Theory of the firm: managerial behaviour, agency costs,
and ownership structure”, Journal of Financial Economics, Vol. 3 No. 4, pp. 305-360.

Karim, A.K.M.W. and Ahmed, J.U. (2005), “Determinants of IAS disclosure compliance in
emerging economies: evidence from exchange-listed companies in Bangladesh”, School of
Accounting and Commercial Law at Victoria University of Wellington, Centre for
Accounting, Governance and Taxation Research.

Kleiman, M., Kilmer, B. and Schelling, T.C. (2009), “The dynamics of deterrence”, Proceedings of
the National Academy of Sciences, Vol. 106 No. 34, pp. 14230-14235.

Kuklys, W. (2005), Amartya Sen’s Capability Approach: Theoretical Implications and Empirical
Applications, Springer Science & Business Media.

Lechner, L., Bolman, C. and Van Dijke, M. (2006), “Factors related to misperception of physical
activity in The Netherlands and implications for health promotion programmes”,
Health Promotion International, Vol. 21 No. 2, pp. 104-112.

McEvily, B. and Marcus, A. (2005), “Embedded ties and the acquisition of competitive
capabilities”, Strategic Management Journal, Vol. 26 No. 11, pp. 1033-1055.

March, J.G. and Olsen, J.P. (1968), “The institutional dynamics of international political orders”,
International Organisation, Vol. 52 No. 4, pp. 943-969.

1150

IJSE
43,11



www.manaraa.com

Masuba, F. (2013), “Audit of the education sector: a focus on secondary and post primary
schools”, Seminal paper, Hotel Africana, 22 March, Kampala.

May, P. (2005), “Compliance motivations: perspectives of farmers, home builders, and marine
facilities”, Law & Policy, Vol. 27 No. 3, pp. 17-347.

May, P.J. (2004), “Compliance motivations: affirmative and negative bases”, Law and Society
Review, Vol. 38 No. 1, pp. 41-68.

Nafziger, W. (2006), Economic Development, 4th ed., Cambridge University Press, Cambridge.

Netemeyer, R.G., Boles, J.S., McKee, D.O. and McMurrian, R. (1997), “An investigation into the
antecedents of organizational citizenship behaviours in a personal selling context”,
The Journal of Marketing, Vol. 61 No. 3, pp. 85-98.

Ntayi, J.M., Ngoboka, P., Mutebi, H. and Sitenda, G. (2012), “Social value orientation and
regulatory compliance in Uganda public procurement”, International Journal of Social
Economics, Vol. 39 No. 11, pp. 900-920.

Nunnally, J.C. (1978), Psychometric Theory, McGraw-Hill, New York, NY.

Podsakoff, P.M. and Organ, D.W. (1986), “Self-reports in organizational research: problems and
prospects”, Journal of Management, Vol. 12 No. 2, pp. 531-544.

Pallant, J. (2006), SPSS Survival Manual, A Step by Step Guide to Data Analysis Using SPSS for
Windows, 3rd ed.

Podsakoff, P.M., MacKenzie, S.B., Lee, J.Y. and Podsakoff, N.P. (2003), “Common method biases in
behavioral research: a critical review of the literature and recommended remedies”,
Journal of Applied Psychology, Vol. 88 No. 5, pp. 17-18, 879-903.

ROSC (2005), “Report on the observance of standards and codes – Republic of Uganda –
accounting and auditing”, available at: www.worldbank.org/ifa/rosc_aa_uga.pdf (accessed
21 November 2011).

Sang, W.K. and Mugambi, F. (2014), “Factors affecting compliance with public procurement laws
and regulations in public institutions in Kenya: a case study on public entities in Mombasa
County”, International Journal of Social Sciences and Entrepreneurship, Vol. 1 No. 11,
pp. 650-671.

Saunders, M., Lewis, P. and Thornhill, A. (2009), Research Methods for Business Students, 5th ed.,
Pearson Education Limited, Essex.

Scott, W.R. (2004), Institutional Theory, Encycopedia Theory, Thousand Oak, CA.

Scott, W.R. (2008), “Approaching adulthood: the maturing of institutional theory”, Theory and
Society, Vol. 37 No. 5, pp. 427-442.

Sejjaaka, S.K. (2005), “Compliance with IAS disclosure requirements by financial institutions in
Uganda”, Journal of African Business, Vol. 6 Nos 1/2, pp. 93-117.

Silverman, M.G. (2008), Compliance Management for Public, Private, or Non Profit Organisations,
The McGraw-Hill Books, New York, NY.

Sutinen, J.G. and Kuperan, K. (1999), “A social-economic theory of regulatory compliance”,
International Journal of Social Economics, Vol. 26 Nos 1/2/3, pp. 174-193.

Uganda (1995), “The Constitution of the Republic of Uganda”, Entebbe Government Printers.

Uganda (2001), “The Budget Act”, Entebbe Government Printers.

Uganda (2003a), “The Public Finance And Accountability Act”, Entebbe Government Printers.

Uganda (2003b), “The Public Finance And Accountability Regulations”, Entebbe Government
Printers.

Uganda (2003c), “The Public Procurement And Disposal Act”, Entebbe Government Printers.

Uganda (2003d), Treasury Accounting Instructions, Entebbe Government Printers.

1151

Public finance
regulatory
compliance

www.worldbank.org/ifa/rosc_aa_uga.pdf


www.manaraa.com

Uganda (2005), “The Constitution of the Republic of Uganda (Amendment)”, Entebbe
Government Printers.

Uganda (2008), “The Education Act”, Entebbe Government Printers.
Verbruggen, S., Christiaens, J. and Milis, K. (2011), “Can resource dependence and coercive

isomorphism explain nonprofit organizations’ compliance with reporting standards?”,
Nonprofit and Voluntary Sector Quarterly, Vol. 40 No. 1, pp. 5-32.

Verschoor, C.C. (2006), “Strong ethics is a critical quality of leadership”, Strategic Finance, Vol. 87
No. 7, p. 19.

Vicent-Jones, P. (2002), “Values and purpose in government: central local relations in regulatory
perspective”, Journal of Law and Society, Vol. 29 No. 1, pp. 27-55.

World Bank (2005), “World development indicators”, World Bank [CD-ROM], Washington, DC.
Yamane, T. (1973), Statistics: An Introduction Analysis, Harper and Row, New York, NY.
Yukl, G.A. (2006), Leadership in Organisations, 6th ed., Prentice Hall, Englewood Cliffs, NJ.

Further reading
Auditor General (AG) (2005), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Auditor General (AG) (2006), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Auditor General (AG) (2007), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Auditor General (AG) (2008), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Auditor General (AG) (2009), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Auditor General (AG) (2010), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Auditor General (AG) (2011), “The report and the opinion of the auditor general”, Vol. 2, Kampala.
Bajo, E., Bigelli, M. and Petracci, B. (2009), “The Determinants of regulatory compliance: an

analysis of insider trading disclosures in Italy”, Journal of Business Ethics, Vol. 90 No. 3,
pp. 331-343.

Gorrell, G., Ford, N., Madden, A., Holdridge, P. and Eaglestone, B. (2011), “Countering
methods bias in questionnaire-based user studies”, Journal of Documentation, Vol. 67 No. 3,
pp. 507-524.

Sathye, M. (2008), “Estimating the cost of compliance of AMLCTF for financial institutions in
Australia”, Journal of Financial Crime, Vol. 15 No. 4, pp. 347-363.

Scott, W.R., Meyer, J.W. and Associates (1994), Institutional Environments and Organisations:
Structural Complexity and Individualism, Sage Publications, CA.

Corresponding author
Gorrettie Kyeyune Nakyeyune can be contacted at: gkyeyune@mubs.ac.ug

1152

IJSE
43,11



www.manaraa.com

Appendix 1

1 2 3 4 5

Adherence to the procurement process in this organisation lead
to value for money spent 0.670
This organisation has a consolidated work plan based on the
approved annual budget 0.654
There are penalties and procedural measures in place for
recovery of losses incurred in this organisation 0.599
This organisation has a strong human resource department
that addresses the required manpower in finance management 0.685
Laid down procedures are followed in opening up bank
accounts for this organisation 0.646
For purposes of effective internal controls, this organisation
segregates duties involving finance management 0.603
Revenues and expenditures in the financial reports for this
organisation are stated in accordance with regulations 0.758
The financial reports for this organisation provide information
relating to the organisation’s set objectives 0.735
The financial reports for this organisation demonstrate
accountability of all the funds used 0.753
In order to facilitate proper implementation of the approved
budget, communication is made to each organisation unit to
generate a work plan 0.718
This organisation always seeks authority as per procedures to
reallocate funds among budget items 0.753
Vote books are maintained to ensure budget discipline in this
organisation 0.704
Eigenvalues 1.473 1.361 1.317 1.234 1.217
% age of variance 12.275 11.342 10.974 10.285 10.144
Cumulative % age of variance 12.275 23.618 34.591 44.877 55.021
Notes: 1¼ process controls; 2¼ structural measures; 3¼ disclosure; 4¼ accountability; 5¼ budget
discipline

Table AI.
Components for
public finance

regulatory
compliance
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Appendix 2

1 2 3

We comply with regulatory framework that governs public finance management because:
We first measure the expected benefits 0.814
We are aware of the potential risks involved 0.768
We are likely to be found out 0.763
We fear the inspectors from ministry of finance 0.763
The expected costs may be higher 0.761
We are likely to be punished 0.745
The organisations we deal with expect us to abide 0.686
We are aware of the penalties involved 0.631
We fear to face the Public Accounts Committee of parliament 0.599
Its procedures are fair to all organisations 0.716
It improves our organisational procedures 0.685
We want to get continuous financial support from government 0.553
The reputation of our organisation is important 0.511
It is our belief to do so 0.817
We fear to attract the attention of the press 0.782
Eigenvalues 5.043 1.947 1.426
% age of variance 33.618 12.977 9.506
Cumulative % age of variance 33.618 46.595 56.101
Notes: 1¼ enforcement; 2¼ fairness; 3¼ reputation

Table AII.
Components for
deterrence measures
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Appendix 3
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ga
rd
in
g
de
ci
si
on
s
on

fu
nd

s
m
an
ag
em

en
t

0.
55
6

T
hi
s
or
ga
ni
sa
tio
n
en
su
re
s
th
at
w
e
fo
llo
w
th
e
pu

bl
ic
pr
oc
ur
em

en
tp

ro
ce
du

re
s
in
pl
ac
e

0.
74
2

T
he

ba
si
s
of

th
e
di
vi
si
on

of
ea
ch

on
e’
s
ta
sk
s
an
d
re
sp
on
si
bi
lit
ie
s
is
ex
pl
ai
ne
d
to

us
0.
50
1

G
ui
da
nc
e
is
pr
ov
id
ed

in
th
e
in
te
r-
al
lo
ca
tio

n
of

fu
nd

s
w
ith

in
th
e
ap
pr
ov
ed

bu
dg

et
0.
69
0

W
e
ar
e
pr
ov
id
ed

w
ith

se
cu
ri
ty

m
ea
su
re
s
to

sa
fe
gu

ar
d
pu

bl
ic
fu
nd

s
0.
68
8

O
ur

su
pe
rv
is
or
s
en
co
ur
ag
e
us

to
fo
llo
w

th
e
ap
pr
ov
ed

or
ga
ni
sa
tio

n
bu

dg
et

0.
73
6

T
hi
s
or
ga
ni
sa
tio

n
ha
s
co
nf
id
en
ce

in
us

to
en
su
re

ad
eq
ua
te

in
te
rn
al

co
nt
ro
ls

0.
72
6

In
th
is
or
ga
ni
sa
tio

n
w
e
ea
si
ly

ac
ce
ss

th
e
fin

an
ci
al

po
lic
ie
s
an
d
pr
oc
ed
ur
es

to
gu

id
e
ou
r
w
or
k

0.
78
3

W
e
ar
e
sh
ow

n
pr
oc
ed
ur
es

re
ga
rd
in
g
ac
co
un

tin
g
an
d
bo
ok
ke
ep
in
g
re
qu

ir
em

en
ts

0.
69
3

O
ur

su
pe
rv
is
or
s
ef
fe
ct
iv
el
y
co
m
m
un

ic
at
e
to

us
on

m
at
te
rs

co
nc
er
ni
ng

ac
co
un

ta
bi
lit
y
fo
r
fu
nd

s
ad
va
nc
ed

0.
64
7

T
hi
s
or
ga
ni
sa
tio

n
en
co
ur
ag
es

us
to

ge
ne
ra
te

w
or
k
pl
an
s
in

ac
co
rd
an
ce

w
ith

th
e

ap
pr
ov
ed

bu
dg

et
0.
63
4

E
ig
en
va
lu
es

3.
25
9

2.
06
6

1.
87

1.
56
4

1.
49
6

1.
46
1

1.
45
8

1.
37
5

1.
32
2

%
ag
e
of

va
ri
an
ce

13
.0
35

8.
26
5

7.
48
1

6.
25
5

5.
98
6

5.
84
4

5.
83
2

5.
49
9

5.
28
8

Cu
m
ul
at
iv
e
%

ag
e
of

va
ri
an
ce

13
.0
35

21
.3

28
.7
81

35
.0
36

41
.0
22

46
.8
66

52
.6
98

58
.1
97

63
.4
86

N
ot
es

:
1
¼
pe
rs
ua
si
on
;

2
¼
ca
re
;

3
¼
co
or
di
na
tio

n;
4
¼
gu

id
an
ce
;

5
¼
ex
pl
an
at
io
ns
;

6
¼
pr
ec
au
tio

n;
7
¼
en
co
ur
ag
em

en
t;

8
¼
ac
ce
ss
ib
ili
ty
;

9
¼
co
m
m
un

ic
at
io
n

Table AIII.
Components for

leadership support

1155

Public finance
regulatory
compliance
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