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Abstract
Public universities in Kenya play a critical role in socio-economic development through the provision of higher education, research, innovation, and human capital development. However, the ability of these institutions to sustain their core functions has been increasingly constrained by inadequate and unstable funding, resulting in financial distress and rising institutional debt. This study examined the funding models used by public universities in Kenya and assessed their implications for financial sustainability and debt accumulation. The study was guided by Resource Dependence Theory, Sustainability Theory, and Public Choice Theory. A descriptive research design was adopted, and secondary data were obtained from government reports, parliamentary oversight documents, institutional financial statements, Auditor-General reports, and relevant empirical studies. Data were analyzed using descriptive techniques and content analysis to establish trends in funding sources, expenditure patterns, and outstanding liabilities. Findings indicate that heavy dependence on government allocations and tuition fees has contributed significantly to liquidity constraints and debt accumulation. The study also established that universities with diversified income sources such as consultancies, commercial ventures, research grants, and public–private partnerships demonstrate relatively higher financial resilience. The study concludes that improving financial sustainability in public universities requires predictable government funding, strengthened revenue diversification, enhanced financial governance, and effective debt management strategies.
Keywords: funding models, financial sustainability, institutional debt, public universities, Kenya

1.0 Introduction
1.1 Background of the Study
Public universities are essential institutions for socio-economic development in Kenya because they expand access to higher education, promote research and innovation, and contribute to national human capital development. Their contribution to knowledge creation and workforce training makes them central to achieving national development goals. However, sustaining these functions requires stable and sufficient financing.
Historically, public universities in Kenya have relied primarily on government budgetary allocations and tuition fees as the main sources of revenue. Over time, this financing model has become increasingly strained due to expanding student enrolment, rising operational costs, and increased demand for technological advancement and modern infrastructure (Munene, 2024). Consequently, many universities have struggled to meet expenditure demands related to staff remuneration, procurement of teaching materials, infrastructure maintenance, and research development.
In response to these challenges, public universities have increasingly adopted alternative income streams such as consultancies, research commercialization, income-generating enterprises, and public–private partnerships. Government funding remains central through mechanisms such as the Universities Fund and the student-centred needs-based funding model, which aim to support academic delivery and institutional development (African Population and Health Research Center [APHRC], 2025). However, evidence suggests that government allocations often remain inadequate and inconsistent, limiting the effectiveness of these frameworks.
Tuition fees have become another major funding pillar, with universities charging differentiated rates for government-sponsored, self-sponsored, and international students. Although tuition supports revenue growth, it raises access and equity concerns, particularly for students from low-income households (Oketch, 2020). Furthermore, student fee arrears have continued to weaken institutional liquidity and constrain financial stability.
Universities have also pursued research grants and consultancy projects to supplement funding. However, such sources are often project-based and unpredictable, making them unreliable for long-term financial planning (Kimathi & Irungu, 2024). Public–private partnerships have been promoted as mechanisms for infrastructure financing and service delivery, but their success depends on strong governance structures and transparency (Gitonga & Kamau, 2020).
Despite these financing approaches, public universities continue to face significant financial distress manifested in rising debts, pending bills, and delayed statutory remittances. These challenges have raised serious concerns about the long-term sustainability of public universities in Kenya.

1.2 Statement of the Problem
The financial sustainability of public universities in Kenya is increasingly threatened by inadequate and unstable funding, coupled with rapidly rising institutional debts. While universities depend heavily on government allocations and tuition fees, these funding streams have not expanded proportionately with increasing enrolment, inflationary pressures, and growing operational demands. As a result, universities have accumulated substantial liabilities, undermining their ability to pay staff, suppliers, and statutory bodies.
Parliamentary oversight reports indicate that outstanding liabilities and pending bills across Kenyan public universities rose sharply to approximately KSh 98 billion by the end of 2025, compared to about KSh 15 billion recorded two years earlier (Standard Media, 2026). Major institutions such as Kenyatta University and the University of Nairobi have each been reported to carry debts exceeding KSh 12 billion, while Jomo Kenyatta University of Agriculture and Technology (JKUAT) has liabilities above KSh 9 billion (The Star, 2025; Uzalendo News, 2025). Furthermore, parliamentary briefings have suggested that the total debt burden across public universities may now exceed KSh 100 billion, raising concerns that some institutions are technically insolvent (Citizen Digital, 2026).
This debt crisis is compounded by weak internal debt recovery systems. Reports based on Auditor-General findings indicate that public universities are owed significant amounts in unpaid student fees, with outstanding receivables estimated at over KSh 3.17 billion across institutions (Education News, 2026). Such arrears weaken cash flow, increase dependence on borrowing and deferred payments, and contribute to further debt accumulation. The persistence of these challenges threatens service delivery, academic quality, and long-term viability of public universities. Therefore, it is necessary to examine how funding models influence financial sustainability and institutional debt in Kenyan public universities.
1.3 Research Objectives
The study was guided by the following objectives:
1. To examine the primary funding models used by public universities in Kenya. 
2. To assess the level of financial sustainability of public universities in Kenya. 
3. To determine the relationship between funding models and institutional debt levels. 
4. To provide recommendations for enhancing financial sustainability in Kenyan public universities. 
1.4 Research Questions
The study sought to answer the following questions:
1. What are the primary funding models used by public universities in Kenya? 
2. What is the current state of financial sustainability in Kenyan public universities? 
3. How do different funding models relate to institutional debt levels? 
4. What strategies can enhance the financial sustainability of public universities in Kenya? 

1.5 Significance of the Study
This study is important for policymakers, university administrators, and stakeholders involved in higher education financing. The findings may inform policy reforms aimed at strengthening university funding and enhancing accountability in resource utilization. The study also contributes to academic literature by demonstrating how funding models influence debt accumulation and sustainability outcomes in the Kenyan public university sector. Additionally, the findings may guide universities in improving financial planning, debt recovery mechanisms, and revenue diversification strategies.

1.6 Scope of the Study
The study focused on public universities in Kenya and examined their funding models and financial sustainability. The analysis relied on secondary data obtained from government reports, parliamentary oversight documents, institutional financial statements, Auditor-General reports, and relevant scholarly publications. Private universities and other tertiary institutions outside the public university sector were excluded.
2.0 Literature Review
2.1 Introduction
This section reviews literature related to funding models and financial sustainability in public universities. The review is organized thematically and covers theoretical foundations, conceptual discussions, and empirical findings on university funding, sustainability indicators, and debt accumulation. It also identifies gaps in existing literature that justify the focus of this study.
2.2 Theoretical Review
2.2.1 Resource Dependence Theory
Resource Dependence Theory (RDT) was advanced by Pfeffer and Salancik (1978), who argued that organizations depend on external resources for survival and that such dependence influences organizational behaviour and decision-making. According to this theory, organizations are not self-sufficient because they rely on their environment for critical resources such as finances, labour, and legitimacy. Pfeffer and Salancik (1978) further explain that when external resources become scarce or uncertain, organizations develop strategies to reduce dependence and improve their autonomy.
In the context of public universities, Resource Dependence Theory suggests that institutions heavily reliant on a limited number of funding sources are vulnerable to financial shocks. Public universities in Kenya rely predominantly on government allocations and tuition fees, and this dependence exposes them to instability when government disbursements are delayed or student fee arrears increase. As argued by Pfeffer and Salancik (1978), organizations respond to uncertainty by diversifying resource streams, forming alliances, and strengthening their bargaining power. This theoretical view supports the argument that public universities must diversify revenue sources through strategies such as consultancies, commercialization of research, and partnerships in order to enhance financial sustainability and reduce debt accumulation.

2.2.2 Sustainability Theory
Sustainability Theory is rooted in the broader concept of sustainable development, which was popularized by the World Commission on Environment and Development (WCED, 1987) through the Brundtland Report. The commission defined sustainability as development that meets the needs of the present without compromising the ability of future generations to meet their own needs (WCED, 1987). In organizational and institutional contexts, sustainability theory emphasizes long-term survival through effective resource utilization, responsible governance, and balancing present demands with future obligations.
In higher education, sustainability is reflected in a university’s ability to generate stable revenues, manage expenditures efficiently, and maintain quality teaching and research over time. The theory is applicable to public universities in Kenya, where rising debts, budget deficits, and liquidity constraints indicate weakened institutional sustainability. Sustainability theory suggests that financial sustainability requires not only diversified revenue streams but also strong governance systems and prudent expenditure management to prevent excessive debt accumulation and ensure long-term institutional viability.

2.2.3 Public Choice Theory
Public Choice Theory was pioneered by scholars such as Buchanan and Tullock (1962), who argued that political decision-making should be analyzed using economic principles. They posited that public officials and policymakers make decisions influenced by self-interest, political incentives, and competing societal demands rather than purely by public welfare considerations (Buchanan & Tullock, 1962). According to the theory, government spending decisions are shaped by political bargaining and competition for limited public resources among sectors such as education, health, infrastructure, and security.
In relation to public university financing in Kenya, Public Choice Theory helps explain why government allocations may remain insufficient despite increasing enrolment and institutional needs. Higher education competes with other national priorities, which often results in limited and inconsistent funding. This theory therefore provides a useful framework for understanding the structural funding challenges faced by public universities and why these institutions are compelled to rely on tuition fees and alternative income sources. Ultimately, Public Choice Theory highlights the need for policy reforms and efficient financial strategies that can reduce dependence on fluctuating government allocations.
2.3 Conceptual Review
Funding models refer to the approaches and mechanisms used by universities to mobilize financial resources for institutional operations. In Kenya, the major funding models for public universities include government allocations, tuition fees, research grants, consultancies, income-generating enterprises, alumni contributions, and public–private partnerships (Munene, 2024). Government allocations remain the dominant source, although they have become insufficient to support expanding university demands.
Financial sustainability refers to the ability of a university to generate adequate income to meet current financial obligations while maintaining long-term operational stability. Indicators of financial sustainability include liquidity, solvency, budget stability, ability to pay salaries and suppliers, and capacity to invest in infrastructure development. Institutions with persistent deficits and high debt burdens are considered financially unsustainable.
Institutional debt refers to financial obligations owed by universities to suppliers, contractors, statutory bodies, pension schemes, and other stakeholders. Rising debt levels weaken liquidity and reduce institutional capacity to deliver quality education, support research, and maintain infrastructure.
2.4 Empirical Review
Existing literature indicates that government funding remains a critical pillar of public university financing, but allocations are frequently inadequate. Munene (2024) notes that increased enrolment without proportional growth in government support has contributed to financial distress in Kenyan public universities. Similarly, the African Population and Health Research Center (APHRC, 2025) reports that the current financing framework does not adequately address the costs associated with infrastructure expansion and research support.
Tuition fees have become increasingly significant in bridging funding gaps. However, Oketch (2020) argues that heavy reliance on tuition financing creates equity challenges and may restrict access for students from disadvantaged households. Tuition fee arrears further reduce liquidity and worsen institutional financial instability.
Kimathi and Irungu (2024) found that revenue diversification strategies such as consultancies, commercial ventures, and research commercialization enhance financial sustainability by reducing dependence on government funding. However, they emphasize that such income sources remain inconsistent and are not evenly distributed across institutions.
Public–private partnerships have been promoted as mechanisms for improving infrastructure financing. Gitonga and Kamau (2020) established that PPPs can strengthen institutional development and reduce the government burden, but they caution that poor governance and weak transparency can undermine partnership effectiveness.
Recent reports indicate that institutional debts have risen sharply in public universities. Pending bills reportedly reached KSh 98 billion by the end of 2025 (Standard Media, 2026). Citizen Digital (2026) reported that total public university liabilities may exceed KSh 100 billion, with some institutions technically insolvent. Major debtors include Kenyatta University, the University of Nairobi, and Jomo Kenyatta University of Agriculture and Technology (The Star, 2025; Uzalendo News, 2025). These debts have contributed to stalled projects, delayed salary payments, and reduced academic activities.
2.5 Research Gap
Although previous studies have examined university financing and revenue diversification, limited research has comprehensively linked funding models to rising institutional debt and financial sustainability outcomes in Kenyan public universities. Many studies focus on income generation strategies without analyzing the expanding debt crisis and its implications for long-term institutional viability. This study addresses this gap by examining the relationship between funding models, debt accumulation, and financial sustainability.
2.6 Conceptual Framework
The conceptual framework assumes that funding models influence financial sustainability outcomes. The independent variable is funding models, including government allocations, tuition fees, research grants, consultancies, commercial ventures, and public–private partnerships. The dependent variable is financial sustainability measured through liquidity, solvency, ability to meet obligations, and reduced debt accumulation. Governance structures, policy environment, inflation, and enrolment growth act as intervening variables influencing the relationship.
Figure 1: Conceptual Framework
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3.0 Research Methodology
3.1 Research Design
The study adopted a descriptive research design. This design was suitable because it enabled analysis of existing trends in university funding, sustainability indicators, and debt levels using secondary data sources.
3.2 Data Sources
Secondary data were obtained from government reports, parliamentary oversight reports, Auditor-General reports, institutional financial statements, and relevant scholarly literature. These sources were selected because they provide credible information on university funding models and institutional liabilities.
3.3 Data Analysis Techniques
Data were analyzed using descriptive statistical techniques and content analysis. Descriptive analysis was used to examine trends in government allocations, tuition revenue, and alternative income streams. Content analysis was used to interpret themes from policy documents and reports regarding sustainability challenges, governance issues, and debt management practices.
3.4 Ethical Considerations
Ethical compliance was ensured through proper acknowledgment of secondary data sources using APA referencing. The study-maintained integrity by relying on credible sources and ensuring accurate interpretation of findings.

4.0 Findings and Discussion
4.1 Funding Models Used by Public Universities
The findings revealed that public universities in Kenya rely heavily on two primary funding models: government allocations and tuition fees. Government allocations remain the main source of funding intended to support institutional operations, infrastructure development, and academic programs. However, evidence suggests that these allocations are often inadequate and inconsistent, resulting in budget shortfalls and forcing universities to depend on deferred payments and pending bills (Munene, 2024). Tuition fees also contribute significantly to university financing but are limited by student affordability and increasing levels of fee arrears, which further weaken institutional cash flow. Oketch (2020) observes that tuition-based financing creates concerns regarding equity and access to higher education.
In addition, universities have adopted alternative funding models such as income-generating units (IGUs), consultancies, commercialization of research, and public–private partnerships (PPPs). Although these sources provide supplementary income, they remain unstable and insufficient to support long-term financial sustainability. Universities that have diversified funding portfolios were found to be more resilient compared to those that rely on traditional models, confirming that diversification is an important strategy for sustainability (Kimathi & Irungu, 2024). Similarly, PPPs have enhanced infrastructure development in some universities, though their effectiveness depends on strong governance and accountability structures (Gitonga & Kamau, 2020). A summary of the funding models is presented in Table 1.
Table 1
Funding Models Used by Public Universities in Kenya
	Funding Model
	Description
	Observed Contribution to Sustainability
	Supporting Evidence

	Government allocations
	Funds provided through national budgetary allocations
	Major funding source but unreliable and inadequate
	Munene (2024)

	Tuition fees
	Revenue collected from students
	Supplements funding but limited by affordability and arrears
	Oketch (2020)

	Income generating units (IGUs)
	Commercial ventures such as farms, rentals, and services
	Provides additional revenue but inconsistent
	Kimathi & Irungu (2024)

	Consultancies and short courses
	Professional services offered to organizations
	Useful for diversification but limited in scale
	Kimathi & Irungu (2024)

	Research grants and commercialization
	External donor grants and innovation commercialization
	Supports research but remains low and unstable
	APHRC (2025)

	Public–private partnerships (PPPs)
	Collaboration with private sector for development projects
	Enhances infrastructure but requires strong governance
	Gitonga & Kamau (2020)


As shown in Table 1, government allocations and tuition fees remain the dominant funding sources, while alternative models such as IGUs, research commercialization, and PPPs play only a supplementary role. This implies that universities remain financially vulnerable because the major funding streams are unstable and insufficient to meet operational and development demands.

4.2 Financial Sustainability of Public Universities
The findings further established that the financial sustainability of public universities in Kenya is low and continues to deteriorate. Most universities face serious liquidity constraints, which limit their ability to meet recurrent expenditures such as salaries, supplier payments, and statutory remittances. According to APHRC (2025), rising operational costs and limited research funding have intensified institutional instability, resulting in increased dependence on credit facilities and deferred financial obligations.
Moreover, the study found that universities have accumulated significant student fee receivables, reflecting weak debt recovery mechanisms. Education News (2026) reported that outstanding student fee arrears exceeded KSh 3.17 billion, a situation that worsens cash flow and forces universities to rely on borrowing or delay payments to service providers. These indicators of sustainability are summarized in Table 2.



Table 2
Indicators of Financial Sustainability in Public Universities in Kenya
	Sustainability Indicator
	Findings
	Implication

	Liquidity levels
	Persistent liquidity constraints
	Reduced ability to meet short-term obligations

	Supplier payments
	Delayed payments and pending bills
	Disruption of services and strained supplier relations

	Statutory remittances
	Delayed remittances (PAYE, NSSF, NHIF, pensions)
	Risk of penalties and legal action

	Operational costs
	Rising costs of service delivery
	Increased financial pressure

	Research financing
	Limited funding for research activities
	Weak research output and innovation

	Student fee receivables
	Outstanding fees exceeding KSh 3.17 billion
	Weak revenue collection and worsening cash flow


Table 2 demonstrates that universities are unable to maintain financial stability due to persistent liquidity challenges, unpaid obligations, and weak revenue collection systems. These findings suggest that current financing arrangements do not adequately support sustainable higher education operations in Kenya.

4.3 Relationship Between Funding Models and Institutional Debt Levels
The findings established a strong relationship between the current funding models and the rising debt burden among public universities. Overreliance on government allocations and tuition fees exposes universities to financial shocks caused by delayed government disbursements and unpaid tuition balances. This results in increasing pending bills, borrowing, and failure to remit statutory deductions. Standard Media (2026) reported that pending bills among public universities reached KSh 98 billion by the end of 2025, reflecting the magnitude of financial distress in the sector.
In addition, institutional reports indicate that major universities have accumulated significant debt. Kenyatta University and the University of Nairobi were each reported to have debts exceeding KSh 12 billion, while JKUAT recorded liabilities above KSh 9 billion (The Star, 2025; Uzalendo News, 2025). Parliamentary briefings further estimated that the total liabilities across public universities may exceed KSh 100 billion, raising serious insolvency concerns (Citizen Digital, 2026). A summary of reported debt levels is presented in Table 3.
Table 3
Reported Institutional Debt Levels in Selected Public Universities in Kenya
	University / Sector
	Reported Debt Level
	Year Reported
	Source

	Kenyatta University
	Above KSh 12 billion
	2025
	The Star (2025)

	University of Nairobi
	Above KSh 12 billion
	2025
	The Star (2025)

	JKUAT
	Above KSh 9 billion
	2025
	Uzalendo News (2025)

	Public universities (pending bills)
	KSh 98 billion
	2025
	Standard Media (2026)

	Total liabilities (national estimate)
	Above KSh 100 billion
	2026
	Citizen Digital (2026)


As indicated in Table 3, the debt burden among public universities is significantly high, particularly in major institutions. This suggests that the existing funding model is not sustainable, especially for universities that lack effective revenue diversification strategies.
Further analysis revealed that debt accumulation is strongly influenced by delayed government disbursement, student fee arrears, rising operational costs, and weak revenue diversification. These relationships are summarized in Table 4.
Table 4
Relationship Between Funding Model Dependence and Debt Accumulation
	Key Factor
	Observed Situation
	Resulting Debt Outcome

	Overreliance on government funding
	Delayed and inadequate allocations
	Increased pending bills and borrowing

	Overdependence on tuition fees
	Fee arrears and declining affordability
	Cash flow gaps and unpaid obligations

	Weak diversification
	Limited alternative revenue streams
	Higher vulnerability to debt accumulation

	Poor debt recovery
	Weak collection of student fee receivables
	Increased liquidity crisis

	Rising operational costs
	Higher expenditure without matching income
	Growth of liabilities


Table 4 shows that universities with limited revenue diversification and weak financial recovery systems are more vulnerable to debt accumulation. Therefore, the study concludes that the current funding models contribute directly to financial instability and increasing institutional liabilities.
4.4 Implications of Debt on Sustainability
The findings indicate that increasing debt has negatively affected the sustainability and operational performance of public universities. Debt accumulation has resulted in stalled infrastructure projects, unpaid supplier bills, and disruption of service delivery. This has reduced access to essential learning materials and compromised the quality of education offered in these institutions. In addition, delayed salary payments and limited research financing have lowered staff morale and reduced academic productivity.
Furthermore, high debt levels expose universities to insolvency risks, which threaten long-term institutional viability. Continued financial distress may reduce the ability of universities to attract donor funding and establish partnerships, thereby weakening their competitiveness. The major implications of debt are summarized in Table 5.
Table 5
Implications of Rising Debt on the Sustainability of Public Universities
	Area Affected
	Observed Impact
	Sustainability Implication

	Infrastructure development
	Stalled and incomplete projects
	Reduced institutional growth and capacity

	Supplier services
	Unpaid bills and disrupted supplies
	Reduced learning and operational resources

	Staff welfare
	Salary delays and unpaid benefits
	Low morale, strikes, reduced productivity

	Research output
	Limited funding and research support
	Declining innovation and academic output

	Institutional credibility
	Poor financial image and governance concerns
	Reduced donor confidence and partnerships

	Insolvency risk
	Rising liabilities exceeding revenues
	Threat to long-term survival of institutions


As shown in Table 5, institutional debt has broad implications beyond financial distress, affecting academic quality, research productivity, and long-term sustainability. These findings highlight the need for policy reforms to strengthen funding systems, improve governance, and enhance financial accountability in Kenya’s public university sector.
5.0 Summary, Conclusions, and Recommendations
5.1 Summary of Findings
The study established that government allocations and tuition fees remain the primary funding sources for public universities in Kenya. However, these sources are insufficient and unpredictable. Although universities have adopted alternative funding sources such as consultancies, commercial ventures, and PPPs, these streams remain inconsistent. Financial sustainability is low, and institutional debt has increased significantly, with pending bills reaching KSh 98 billion by the end of 2025.
5.2 Conclusions
The study concludes that the current funding models are inadequate for ensuring long-term financial sustainability in Kenyan public universities. Heavy dependence on government allocations and tuition fees has contributed significantly to liquidity constraints and debt accumulation. Revenue diversification enhances resilience, but without predictable government support and strong financial governance, sustainability challenges persist. Rising debt burdens threaten service delivery, academic quality, and institutional viability.
5.3 Recommendations
The study recommends that the government should increase funding allocations to public universities and ensure predictable disbursement schedules. Funding models should reflect the true cost of delivering quality higher education, including research and infrastructure financing.
Universities should strengthen revenue diversification through income-generating enterprises, research commercialization, alumni fundraising, and strategic partnerships. Such approaches reduce dependence on government funding and tuition fees.
Universities should improve financial governance by adopting performance-based budgeting, strict expenditure controls, and transparent procurement systems. Regular auditing should be strengthened to enhance accountability.
Debt recovery mechanisms should be improved to reduce student fee arrears. Structured payment plans, enhanced digital tracking systems, and collaboration with HELB would improve liquidity.
[bookmark: _GoBack]Public–private partnerships should be expanded under transparent governance frameworks to ensure alignment with institutional missions and equitable benefits.

5.4 Suggestions for Further Research
Future studies should consider using primary data to explore stakeholder perceptions on university financing and sustainability. Further research may also examine the effectiveness of specific debt restructuring policies and the role of university governance in financial performance.
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