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Abstract 
 

This paper examined the role of budget in foreign charities/ NGOs in Ethiopia. In doing so a 

research question raised was what role does budget play in foreign charities /NGOs in 

Ethiopia. Accordingly, Budget roles were identified and include planning, communication, 

coordination, control, evaluation and motivation. In order to answer the research question, 

33 relevant questions were developed and distributed to selected participants in the survey. 

Employees from 15 conveniently selected foreign charities / NGOs in Ethiopia were 

participated in the survey and 40 dully filled responses were received for analysis. The result 

from the analysis indicated that budget has a role in planning, communication, coordination, 

control and evaluation based on majority responses. However, the analysis for the role of 

budget for motivation has shown a contradictory result. Respondents agreed budget has a 

role in motivation in their response in the detailed questions but opposed on their response on 

the single suggestion where it says budget is used for motivation in their respective 

organizations. 

 

Key words: Role of budget, planning, communication, coordination, control, evaluation, 

motivation, Ethiopia, Foreign charities, NGOs  
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CHAPTER ONE 

1.1 Introduction 
 

1.2 Background of the Study 
 

Budgeting has a long history through the ages of mankind (Fagbemi, 2011). Actually, 

Hofestede cited in (Banovic, 2005), stated that after being used to describe the word wallet 

and then state finances, meaning of the word budget in the 19th century slowly shifted to the 

financial plan itself, initially only for governments and then later for private and legal entities. 

Regarding Budget, there are opponents and proponents of budgets. The opponents of budgets 

generally argue that budgets are time consuming, not flexible enough to accommodate 

changes; they do not pay back corresponding benefit of the resource and time they consume. 

Therefore, they say budgets should be abolished (Fagbemi, 2011). 

On the other hand, those who advocate budgeting stress that regardless of the criticisms 

raised by the opponents, organizations continue to use budgeting, (Sivabalan, Booth, Malmi, 

& Brown, 2009). 

Literature identifies various uses of budgets. Budget is an important tool for organizations to 

enable them to see where they need to go (planning), how to go there (coordination), How 

they are doing (Communication), where they are (control), how they are doing to achieve 

their plan (evaluation) and how employees are doing (motivation) (Drury 2012, Gopal 2009, 

Blocher, Stout, & Cokins 2010, Emmanuel, Otley & Merchant 1990, Merchant & Van der 

sted 2007 ) . Planning, coordination, communication, control and evaluation are the purposes 

of budgeting. Accordingly, these are the roles to be considered in conducting this study. The 

roles are used to examine their application in foreign Charities /NGOs in Ethiopia.  

The history of charities/NGOs in Ethiopia is related to the early 1970s devastating famine in 

Wollo and Tigrai which pressed the imperial regime to open its door to international and 

local NGOs to undertake relief and rehabilitation activities. In 1973 the Christian relief fund 

latter called CRDA was formed as an umbrella of organizations and drew about dozen 

organizations where the majority organizations were faith based. The mid 1980s tragic 

famine drew more NGOs to be established in the country to be engaged in relief effort, 
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(Dessalegn, Akalewold, & Endeshaw, 2008). In 2009 a proclamation which governs 

charities/NGOs in Ethiopia has been enacted. 

Accordingly, Charities in the charities and societies proclamation No.681/2009 of Ethiopia is 

defined as an institution which is established exclusively for charitable purposes and gives 

benefit to the public. 

 

According to the proclamation, the charitable purpose and contributions expected from 

charities includes:- Disaster prevention and poverty alleviation, Economic and social 

development, Environmental protection, Animal welfare ,Arts, culture, heritage and science, 

Education, Health and the saving of lives, Amateur sport and youth welfare, Relief of the 

needy because of age, disability, financial hardship or other disadvantage, Capacity building 

on the basis of the country‘s long term development, directions, Human and democratic 

rights, Promotion of ethnic, religious and gender equality, Promotion of child rights and the 

rights of disabled persons, Conflict resolution and reconciliation, Supporting justice and law 

enforcement and Other purposes prescribed by the agency.   

 

As of September 23, 2014 there were 3,031 charities and societies as per the website of the 

Charities and Societies agency of Ethiopia. Out of this number, charities comprise 353 as 

shown in the table 1.1. The consortiums are excluded from being considered as charities 

because they are groups of other charities or societies. 

Table 1.1 Number of Charities in Ethiopia as of September 2014 

 
Source: http://www.chsa.gov.et/web/guest/ (charities and societies agency)  

According to the charities and societies proclamation number 621/2009, charities are 

categorized in to foreign charity, Ethiopian resident charity and Ethiopian charity. As per 

article 2:- 

http://www.chsa.gov.et/web/guest/
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 Number 2 of the proclamation Ethiopian charities mean those charities that are 

formed under the laws of Ethiopia, all of whose members are Ethiopians, generate 

income from Ethiopia and wholly controlled by Ethiopians. However, they are 

allowed to generate income from foreign sources which is not more than 10% of their 

funds. 

 Number 3 of the proclamation states Ethiopian residents charities mean those charities 

that are formed under the laws of Ethiopia and which consist of members who reside 

in Ethiopia and who receive more than 10% of their funds from foreign sources. 

 

 Number 4 of the proclamation foreign charities mean charities that are formed under 

the laws of foreign countries or which consist of members who are foreign nationals 

or are controlled by foreign nationals or receive funds from foreign sources.  

 

Charities/NGOs are required by the Charities and societies Organizations  (CSO) law to 

present budget details and breakdowns to the charities and societies agency which describe 

the objectives of each  project, the activities involved, the  implementation  time  frame  and  

the  results  expected, a  budget  breakdown  and  the source of funds. (taskforce, 2011, p. 

58).  

 

The national bank of Ethiopia‘s (NBE) annual report for the years of 2008/9 to 2012/13 

shows that the remittances of NGOs is greater than the export of coffee. Therefore, this 

shows that NGOs‘/ Charities‘ contribution to the country‘s economy and foreign currency 

earning is not underestimated.  

 

 On top of that charities/ NGOs by their nature are prone to budgeting so that they can raise 

fund from donors and report back to the stakeholders. Therefore, the topic draws the 

researcher‘s attention as to whether the purposes of budget (planning, coordination, 

communication, control, evaluation and motivation) proposed by theory and as well 

empirically are clearly considered in their budgeting practices. 
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Table: 1.2 NGO remittance / Coffee export In Million USD 
Description 2008/9 2009/10 2010/11 2011/12 2012/13 

Remittance of 

NGOs 
 

921.00 

 

888.9 

 

901.8 

 

1,372.5 

1,475.9 

 

Coffee export  375.9 528.3 841.8 833.0 745.1 

Source: compiled from National Bank of Ethiopia Annual report 

 

 

Hence, this paper tried to find out that budget in NGOs/ charities in Ethiopia are effective in 

applying the purposes of budget in their budgeting practices through examining the budget 

roles of planning, coordination, communication, control, evaluation and motivation. 

 

The study was based on existing theoretical and practical experiences. In doing so, academic 

literature on budget topics was widely addressed. In addition, research findings were also 

considered, even though they are limited. 

 

 1.3 Problem Statement 

 
The history of charities/NGOs in Ethiopia is attached to the early 1970s‘ devastating famine 

in Wollo and Tigrai which pressed the imperial regime to open its door to international and 

local NGOs to undertake relief and rehabilitation activities. In 1973 the Christian relief fund 

latter called CRDA was formed as an umbrella of organizations and drew about dozen 

organizations where the majority organizations were faith based. The mid 1980s tragic 

famine drew more NGOs to be established in the country to be engaged in relief effort, 

(Dessalegn, Akalewold, & Endeshaw, 2008). 

The number of Charities/NGOs as of September 23, 2014 is 3,031 shown in the web site of 

the Charities and societies agency. As a result, the fund flow to the country is increasing from 

time to time. 

The remittance amount by NGOs/ Charities to Ethiopia as shown in the National bank of 

Ethiopia‘s annual reports of 2008/09 to 2012/13 shows increasing continuously. Compared to 
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coffee export, one of the major currency earning and economic support means of the nation, 

the remittance is greater throughout 2008/09 – 2012/13. 

The fund received from donors by NGOs/Charities in the country, therefore, should be 

properly accounted and used for the intended purpose. In doing so, one of the most important 

means in overseeing of the proper utilization of funds is budgeting.  

According to the CSO proclamation number 621/2009, Charities/NGOs are required to 

present detailed budgets to the charities and societies agency of Ethiopia. Therefore the 

researchers believe that they will be benefited if they implement their budgeting practice/ 

process by taking in to consideration the purposes of budget.  

In addressing this research, it has been gone through various readings in finding empirical 

evidences in search of the role of budget in different organizations and specifically in 

charities /NGOs. The empirical evidences available focus in profit making (Wall, et al, 2011; 

Qi, 2010; Frimpog-Manso, 2014; Tanase, 2013; Milani, 1975; Banovic, 2005; Silva, et al, 

2012; Joshi, et al, 2003; Berry, 2011; Blumentritt, 2006) and in Governmental budgeting. 

Research on NGO / charities budget and budget practice is hardly available. Therefore, no 

similar research was documented and found under this topic in the way this researcher needs 

to address, i.e., role of budget in planning, coordination, communication, controlling, 

evaluation and motivation.  

Regardless, there are some studies touching some of the budget roles (Qi, 2010; Frimpog-

Manso; Tanase, 2013; Gustafsson & Parsson, 2010; Milani, 1975; Silva, et al, 2012; Joshi, et 

al, 2003; Berry P.R 2011; Malki, 2010; Blumentritt, 2006). To the best of the researcher‘s 

knowledge, a recorded study in the Ethiopian environment in relation to this topic is not 

found. Hence, this research is done to fill this gap at least in the Ethiopian context. 

Therefore, the core interest of this research is to find out ‗what role does budget play in the 

charities/NGOs sector (specifically in foreign charities) in Ethiopia‘ considering the budget 

roles shown in various literatures - planning, coordination, communication, control, 

evaluation and motivation.  

These budget roles are used in relation to foreign charities/NGOs because anecdote evidences 

show that the Charity/NGO sector is subjected to lack of transparency, accountability and so 

on unlike business and governmental organizations. Governmental organizations have check 
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and balance mechanisms such as the auditor general and ministry of finance, where as 

business organizations have profit motives which they need to achieve. 

1.4 Research Question 

1.4.1 General 

 
What is the role of budget in international /foreign Charities/ NGOs in Ethiopia? 

1.4.2 Specific 

 

 Does budget play planning role in foreign / international charities / NGOs in 

Ethiopia? 

 Does budget play coordination role in foreign / international charities / NGOs 

in Ethiopia? 

 Does budget play communication role in foreign / international charities / 

NGOs in Ethiopia? 

 Does budget play controlling role in foreign / international charities / NGOs in 

Ethiopia? 

 Does budget play motivation role in foreign / international charities / NGOs in 

Ethiopia? 

 Does budget play evaluation role in foreign / international charities / NGOs in 

Ethiopia? 

 

1.5 Objective   

1.5.1 General objective 

 

The main objective of this study is to assess whether Budget plays the roles stipulated 

in literature in foreign charities/NGOs in Ethiopia in their budgeting practices, i.e., 

planning, coordination, communication, control, evaluation and motivation. 

1.5.2 Specific objectives 
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1. To investigate as to whether budgeting plays the role of planning in foreign / 

international charities / NGOs in Ethiopia. 

2.  To investigate as to whether budgeting plays the role of Coordination in foreign / 

international charities / NGOs in Ethiopia. 

3. To investigate as to whether budgeting plays the role of Communication in foreign 

/ international charities / NGOs in Ethiopia. 

4. To investigate as to whether budgeting plays the role of controlling in foreign / 

international charities / NGOs in Ethiopia. 

5. To investigate as to whether budgeting plays the role of evaluation in foreign / 

international charities / NGOs in Ethiopia. 

6. To investigate as to whether budgeting plays the role of motivation in foreign / 

international charities / NGOs in Ethiopia. 

 

1.6 Research methodology 
 

This study has employed a qualitative research method. As a result the main data 

collection means was questionnaire. The method for data analysis employed in 

relation to this research is descriptive analysis. This study focuses in the role of 

budget in foreign charities in Ethiopia. As of September 2014, there were 353 foreign 

charities. In order to administer this research, a method convenience sampling is 

employed. 

 

1.7 Significance of the study 

 
The study will be important to the international Charities/ NGOs in Ethiopia, to 

Donors, managers, Finance officers and Program officers of such organizations in 

their budgeting process. It will provide relevant information regarding the application 

of the budget purposes in the budgeting practice of the international Charities/NGOs 

in Ethiopia. It will also be an area for further research for anyone who will be 

interested. 
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1.8 Scope and limitation of the study 

 
Even though there are more than three thousand charities and societies in Ethiopia, 

this study focuses on the role of budget in foreign charities/ NGOs in Ethiopia. The 

limitation of this thesis is that foreign charities/ NGOs which have head offices in the 

capital city, Addis Ababa, were only considered. Therefore, it lacks covering all 

charities/NGOs in Ethiopia. Besides, as the method of research employed is 

qualitative it may involve subjective judgments of individuals. Therefore, care needs 

to be taken in using the findings of this research without having extensive research 

findings in the charities/NGOs arena in Ethiopia. 

 

1.9 Structure of the study 
 

This maser thesis is organized in five chapters.  The first chapter states the general 

introduction of the study. The second chapter presents review of related literature.  

The third chapter outlines the research methodology and design. The fourth chapter 

contains data presentation and analysis. The last chapter deals with conclusions, 

recommendations, Limitations and future research directions. 
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CHAPTER TWO 

2 Literature Review 

2.1 Introduction  

 

This chapter summarizes the studies from theoreticians and other researchers who have 

carried out their research in the purposes of budget. The specific areas covered are the 

meaning and definition of budgeting, Purpose of Budgeting, Characteristics of budgeting, 

Budgetary control meaning and requisites, Budget Process, Alternative budget Approaches, 

Behavioral issues in Budgeting, Charities / NGOs, budgeting in NGOs, and Empirical 

studies, Literature gap and conceptual frame work. 

2.1.1 Meaning and definition of budgeting  

 
The history of budget as shown in the work of (Banovic, 2005), the English word ―budget‖ 

stems from the French word ―bougette‖ and the Latin word ―bulga‖ which was a leather bag 

or a large-sized purse which travelers in medieval times hung on the saddle of their horses. 

The treasurer‘s ―bougette‖ was the predecessor to the small leather case from which finance 

ministers in countries like Great Britain and Holland present their yearly financial plan for the 

state. So after being used to describe the word wallet and then state finances, the meaning of 

the word budget in the 19th century slowly shifted to the financial plan itself, initially only for 

governments and then later for private and legal entities (Hofestede) quoted in (Banovic, 

2005) . It was only then that budgets started to be considered as financial plans not just as 

money bags. 

 

The use of budgets as financial planning and control tools is historically a rather young 

phenomenon. In the US, early budgetary principles were mostly derived from the budget 

techniques in government. The other source of budgetary principles in the US was the 

scientific management movement, which in the years between 1911 and 1935 conquered the 

US industry. Many historians agree that early budgeting systems can be seen as logical 

extension of Taylor‘s scientific management from the shop floor to the total enterprise. 

However, it was not until the depression years after 1930 that budget control stated to be 
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implemented on a large scale. Budgets with their focus in cost control simply became a 

perfect management tool for that period of time, Hofstedde quoted (Banovic, 2005). In 

Europe the idea of using budgets was firstly formulated by French organization pioneer Henri 

Fayol (1841-1925). There was, however, little application in practice. Another practical 

stimulus came from the idea of Czech entrepreneur Thomas Bata (1875-1925) who 

introduced the so called departmental profit and loss control as a toll for decentralizing his 

international shoe company in to a federation of independently run small business. 

Nevertheless, the main inducement for the development of budgets and their implementation 

in European companies came from across the Atlantic in the years following the Second 

World War, Hofstede quoted in (Banovic, 2005). 

 

Companies like Du Pont and General Motors in the U.S., Siemens in Germany, and saint 

Gobain and Electricite de France in France, which is pioneered the M-form (Multidivisional) 

organizational structure in the 1920‘s, first started to use budgets to support their rapid 

growth as they expanded in to new products and markets. This was to help them to reduce the 

complexity of managing multiple strategies, Hope and Fraser quoted in (Banovic, 2005). The 

enormous diversity in the product markets served by these vertically integrated corporations 

required new systems and measures to coordinate dispersed and decentralized activities. In 

this kind of environment, budget and ROI measure rightly played a key role in permitting 

central management to coordinate, motivate and evaluate the performance of their divisional 

managers, and perform and a proper allocation of  internal capital and resources, Johnson and 

Kaplan quoted in (Banovic, 2005). However it was only in the 1960‘s that accountants started 

adding to budgets other functions for which they had originally been devised – planning and 

control, Hope and Fraser quoted in (Banovic, 2005). In this period budgets became the 

central and most important activity within management accounting or in the words of 

Horngren, Foster and Datar: ―the most widely used accounting tool for planning and 

controlling organizations‖ quote in (Banovic, 2005). This is exactly how budgets have 

remained to this day. The only thing that has changed in the meantime is the competitive 

environment in which today‘s companies operate and which has provoked many discussions 

about budgets‘ disadvantages and their alternatives. 

 

Budget according to Larkin and DiTommaso is a means by which it records in monetary 

terms of the realistic goals or objectives of the organization for the coming year. In addition, 
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they viewed budget as a tool to monitor the financial activities throughout the years. (Larkin 

& DiTommaso, 2011, p. 232). 

 

Similarly, J.Skousen defined budget as a detailed financial plan that quantifies future 

expectations and actions relative to acquiring and using resources. Budgets do not guarantee 

success but they certainly help to avoid failure. (J.Skousen, 2009). 

 

More over Blocher, et al, have defined budget ―A budget is a detailed plan for the acquisition 

and use of financial and other resources over a specified period of time—typically a fiscal 

year. A budget includes both financial and nonfinancial aspects of planned operations and 

projects. The budget for a period is both a guideline for operations and a projection of the 

operating results for the budgeted period and the process of preparing a budget is called 

budgeting, (Blocher, Stout, & Cokins, 2010)‘‘ 

 

In addition, Gopal has defined budget as a monetary and/or quantitative expression of 

business plans and policies, prepared in advance, to be pursued in the future period of time. 

According to Certified Institute of Management Accountants, quoted in Gopal, Budget is “a 

financial and/or quantitative statement prepared prior to a defined period of time, of the 

policy to be pursued during that period for the purpose of attaining the objective, (Gopal, 

2009, p. 400)‘‘ 

As per these definitions, budget is the expression of future targets (objectives) in numerical 

figures. The process of getting these figures is termed as Budgeting. 

 

Budgets are defined almost in the same way by literature and the characteristics of budget are 

followed in the next section.  

2.1.2 Characteristics of budgeting  

 
As explained by (Gopal, 2009, pp. 400-401) , budgeting, as a technique of formulating 

budgets, has distinctive characteristics. Among others, the following characteristics are the 

major ones. 

 Budgeting is a comprehensive Business Plan showing what the enterprise wants to 

achieve. 

 Budgeting is prepared in advance.  
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 Budgeting is prepared for a definite period of time.  

 It is expressed in quantitative forms, physical or monetary terms, or both.  

 Budgeting serves to achieve a given objective.  

 Budgeting needs an essential accounting system. 

 A system of authority and responsibility needs to be in place so as a budget to be 

effective. 

 

Overall a budget is prepared to have effective utilization of resources and for the realization 

of objectives, as efficiently as possible. To achieve the anticipated targets, Planning, Co-

ordination and Control are the important main tasks of management, achieved through 

budgeting and budgetary control, (Gopal, 2009, p. 419).  

 

The following section tries to answer why budget is neded? 

 

2.1.3 Role/Purpose of Budget 

 
Budget / Budgeting according to Kenneth A. Merchant and Wim A. Van der stede, has four 

main purposes. These purposes are Planning, Coordination, Top management oversight and 

Motivation. 

Merchant and Van der stede defined planning as a decision making in advance. Hence, it 

serves as an action control for managers to think the future ahead and make decision in 

advance. This forward thinking enables managers to understand the organization‘s 

opportunities and threats, strengths and weaknesses, and the effects of possible strategic and 

operational decisions. This type of feed forward control action reduces the risk of 

organizations. This is true because effective planning process makes the control system 

proactive rather than reactive. They help managers shape the future, not just respond to the 

conditions they face and performance they observe. (Merchant & van der sted, 2007, pp. 329-

330) 
 

The other component of budget purpose, Coordination, forces the sharing of information 

across the organization. It involves a top down and bottom up communication in an 

organization. The top down communication is to disseminate organizational goals and 

priorities where as the bottom up communication is concerned with opportunities, resource 
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needs, constraints and risks. In addition to the top down and bottom up, there is a side way 

communication. It enhances the abilities of organizational entities (e.g. business units, 

divisions, functional areas, administrative units) working together toward common goals. 

(Merchant & van der sted, 2007, pp. 329-330) 

 

The, top management over sight (control), occurs in the pre action reviews, as plans are 

examined, discussed and approved before actions are taken at successively higher levels in 

the organization. Top management also uses plans as the performance standards used to 

implement the management-by-exception form of control. The planning and budgeting 

processes provide a forum that allows the organization to arrive at challenging but realistic 

performance targets by balancing top managers‘ wishes for higher performance with lower-

level managers‘ information about possibilities. Negative variances – that is, measured 

performance below target levels – provide top managers an early warning of potential 

problems and justification for either reconsidering the organization‘s strategy or for 

interfering in the operating affairs of subordinate managers, (Merchant & van der sted, 2007, 

pp. 329-330) 

 

The final purpose is motivation. The plans and budgets become targets that affect manager 

motivation because the targets are linked to performance evaluations and, in turn, various 

organizational rewards. While it would be nice merely to be able to tell employees to ―do 

their best,‖ such vague exhortations are not optimally motivating. People perform better if 

they are asked to attain specific performance targets that are neither too easy nor too difficult 

to achieve especially expressed in financial terms which are the most tangible output of most 

firms‘ annual budgeting processes, (Merchant & van der sted, 2007, p. 331) 

 

Similarly, the role of budget was pointed out by (Emmanuel, Otley, & Merchant, 1990, p. 

162) as shown below. 

1.  System of authorization;  

2.  Means of forecasting and planning;  

3. Channel of communication and coordination;  

4. Motivational device;  

5. Means of performance evaluation and control, as well as providing a basis for    

decision making.   
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In addition, (Edward J.Blocher,et al.2010), identified purposes of budgeting and discussed 

them as shown here under. 

 Budget preparations allow management time to work out any problems the 

organization might face in the coming periods. This extra time enables the 

organization to minimize the adverse effects that anticipated problems could have on 

operations. Completion of a budget facilitates the coordination of activities across 

departments and other organizational units. The budget also can help managers 

identify current and potential bottlenecks in operations. Critical resources can then be 

acquired to ease any bottlenecks and prevent such bottlenecks from becoming 

obstacles to attaining budgetary goals.  

 

 A budget serves as a communication device through which top management defines 

its plans and goals for the period so that other managers and employees have access to 

this information. The operating plan of a budget allows each division to know what it 

needs to do to satisfy the needs of other divisions. The manufacturing division knows, 

for example, that it needs to complete the production of so many units of a given 

product before a certain date if the marketing division schedules the delivery of that 

product to customers for various dates. 

Budgets prescribe what performance the organization expects of all divisions and all 

employees for the period. 

 

 A budget can also be a motivating device. With the expected activities and operating 

results clearly delineated in the budget, employees know what is expected of them; 

this in turn motivates employees to work to attain the budgeted goals. To enhance the 

role of the budget as a motivating device, many organizations have employees 

participate in the budgeting process, thus helping employees embrace the budget as 

their own. 

 

 Budgets also provide authority to acquire and to use resources. The authorization 

function of budgets is especially important for government and not-for-profit 

organizations because budgeted amounts, sometimes referred to as appropriations, 

often serve both as approval of activities and as a ceiling for expenditures. 
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(Blocher, et al) further emphasized that at the end of an operating period, the budget for the 

period can serve as a basis for assessing performance by reporting variances between actual 

and budgeted spending and operating results. The budget represents the specific results 

expected of the firm‘s divisions and employees for the period against which actual 

performance can be compared, (Blocher, Stout, & Cokins, 2010, p. 365). 
 

In a similar way, (Gopal, 2009) stressed that budgetary control has objectives of planning, 

co-ordination, communication and control. By planning he meant budgetary control forces 

the management at all levels to plan, in time, all the activities to be done during the future 

period. For the co-ordination roll of budgetary control, Gopal, believes that budget exercise 

develops team spirit amongst the employees to work in a coordinated manner. The role of 

budgetary control is immense in integrating the activities of different departments, so that the 

intended objective can be achieved.  

 

A budget according to him is a communication device. Therefore, budget cannot be achieved 

without communicating to the concerned, what is expected of them to achieve. The approved 

budget shows, in detail, the plans of management, which are communicated to the concerned 

departments. This would help them to give adequate understanding and knowledge of the 

programs and policies, but also the restrictions to which the organization is expected to 

adhere to. 

 

The 4th component of budgetary control considered by Gopal, is control. Control refers to that 

action, necessary to bring the performance according to the original plan. Control is possible 

with pre-determined standards laid down in the budget. Budgetary control becomes possible 

with continuous comparison of actual performance with that of budget to find out the 

variances and report them for necessary corrective action. 

 

(Drury, 2012, p. 361), has also identified that budget has a number of use full advantages 

including, 

1. Planning annual operations; 

2. Coordinating the activities of the various parts of the organization and ensuring that the   

parts are in harmony with each other; 

3. Communicating plans to the various responsibility centre managers; 

4. Motivating managers to strive to achieve the organizational goals; 
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5. Controlling activities; 

6. Evaluating the performance of managers. 

 

Drury discussed these advantages in detail as shown here under. 

 

1. “Planning 

The major planning decisions already have been made as part of the long-term planning 

process. However, the annual budgeting process leads to the refinement of those plans, since 

managers must produce detailed plans for the implementation of the long-range plan. Without 

the annual budgeting process, the pressures of day-to-day operating problems may tempt 

managers not to plan for future operations. The budgeting process ensures that managers do 

plan for future operations, and that they consider how conditions in the next year might 

change and what steps they should take now to respond to these changed conditions. This 

process encourages managers to anticipate problems before they arise, and hasty decisions 

that are made on the spur of the moment, based on expediency rather than reasoned 

judgment, will be minimized, (Drury, 2012, p. 361).‘‘ 

 

2. “Coordination 

The budget serves as a vehicle through which the actions of the different parts of an 

organization can be brought together and reconciled into a common plan. Without any 

guidance, managers may each make their own decisions, believing that they are working in 

the best interests of the organization. For example, the purchasing manager may prefer to 

place large orders so as to obtain large discounts; the production manager will be concerned 

with avoiding high inventory levels; and the accountant will be concerned with the impact of 

the decision on the cash resources of the business. It is the aim of budgeting to reconcile these 

differences for the good of the organization as a whole, rather than for the benefit of any 

individual area. Budgeting therefore compels managers to examine the relationship between 

their own operations and those of other departments, and, in the process, to identify and 

resolve conflicts (Drury, 2012, p. 361).‘‘ 

 

3. “Communication 

If an organization is to function effectively, there must be definite lines of communication so 

that all the parts will be kept fully informed of the plans and the policies, and constraints, to 

which the organization is expected to, conform. Everyone in the organization should have a 
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clear understanding of the part they are expected to play in achieving the annual budget. This 

process will ensure that the appropriate individuals are made accountable for implementing 

the budget. Through the budget, top management communicates its expectations to lower 

level management, so that all members of the organization may understand these expectations 

and can coordinate their activities to attain them. It is not just the budget itself that facilitates 

communication – much vital information is communicated in the actual act of preparing it, 

(Drury, 2012, p. 361).” 

 

4. “Motivation 

The budget can be a useful device for influencing managerial behaviour and motivating 

managers to perform in line with the organizational objectives. A budget provides a standard 

that under certain circumstances, a manager may be motivated to strive to achieve. However, 

budgets can also encourage inefficiency and conflict between managers. If individuals have 

actively participated in preparing the budget, and it is used as a tool to assist managers in 

managing their departments, it can act as a strong motivational device by providing a 

challenge. Alternatively, if the budget is dictated from above, and imposes a threat rather than 

a challenge, it may be resisted and do more harm than good, (Drury, 2012, p. 362).‖ 

 

5. “Control 

A budget assists managers in managing and controlling the activities for which they are 

responsible. 

By comparing the actual results with the budgeted amounts for different categories of 

expenses, managers can ascertain which costs do not conform to the original plan and thus 

require their attention. This process enables management to operate a system of management 

by exception which means that a manager‘s attention and effort can be concentrated on 

significant deviations from the expected results. By investigating the reasons for the 

deviations, managers may be able to identify inefficiencies such as the purchase of inferior 

quality materials. When the reasons for the inefficiencies have been found; appropriate 

control action should be taken to remedy the situation, (Drury, 2012, p. 362)” 

 

6. “Performance evaluation  

A manager‘s performance is often evaluated by measuring his or her success in meeting the 

budgets. In some companies bonuses are awarded on the basis of an employee‘s ability to 

achieve the targets specified in the periodic budgets, or promotion may be partly dependent 
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upon a manager‘s budget record. In addition, the manager may wish to evaluate his or her 

own performance. The budget thus provides a useful means of informing managers of how 

well they are performing in meeting targets that they have previously helped to set. The use 

of budgets as a method of performance evaluation also influences human behavior, (Drury, 

2012).‖ 

 

2.1.4 Budgetary control meaning and requisites  

 
In relation to budgeting there is a concept known as budgetary control where   budget is a 

means and budgetary control is the end result. As defined by the Chartered Institute of 

Management Accountants, London, Budgetary Control is ―The establishment of budgets 

relating to the responsibilities of executives to the requirements of a policy, and the 

continuous comparison of the actual with the budgeted result, either to secure by individual 

action the objective of the policy or to provide a basis for its revision, (Gopal, 2009).‖ 

 

(Gopal, 2009) states that establishing budgetary control involves:- 

 establishment of budgets,  

 continuous comparison of actual with the budgets for achievement of targets and 

fixing the responsibility for failure to achieve the budget figures, 

 revision of budgets in the light of changed circumstances.  

This facilitates the management to take the required corrective action by the persons who 

have been made responsible, but contributed for the failure. 

 

For a budgetary control to be success full there must be requisites to be considered. (Gopal, 

2009). These requisites include:- 

 Determination of the Objectives: There should be clear perspective of the objectives 

to be achieved through the budgetary control system. To achieve, the following 

problems are to be sorted out: 

 

 Laying down the Plan for implementation to achieve the objectives 

 Bringing co-ordination amongst the different departments and 

 Controlling each function so as to bring the best possible results. 
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 Proper Delegation of Authority and Responsibility: The first step is to have clear 

organization chart explaining the authority and responsibility of each individual 

executive. There should be no uncertainty regarding the point where the jurisdiction 

of one authority ends and that of another begins. 

 

 Proper Communication System: The flow of information should be quick so that 

the budgets are implemented. Two-way communications is important. What is 

required to be achieved and how it is to be achieved should reach the lowest level. 

Similarly, upward communication in respect of implementation difficulties should 

reach the top level to sort out, without loss of time. The performance reports at the 

various levels help the management in monitoring and leading to the achievement of 

the budgeted goals. 

 

 Participation of all Employees: Budget preparation and control are done at the top 

level. 

However, involvement of all persons, including at the lower level, is necessary in 

framing the budget and its implementation for the success of budgetary control. In 

practice, budgets are executed at the lower level. With experience, they can offer 

practical suggestions that can lead to success. 

The success of Budgetary Control depends more on the active participation of all 

employees of the organization. 

 

 Flexibility: Future is uncertain. Despite the best planning and foresight, still there 

may be Occurrences that may require adjustments. Budgets should work in the 

changed circumstances. 

 

 Motivation: Human beings execute Budgets. There should be incentive in achieving 

the required targets. All persons should be motivated to improve their working to 

achieve the goals set in the budgets. 
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2.1.5 Budget Process  

 

The process of budgeting generally involves an iterative cycle which moves between targets 

of desirable performance and estimates of feasible until there is, hopefully, convergence to a 

plan which is both feasible and acceptable (Emmanuel, Otley, & Merchant, 1990). In 

addition, Robert G. Finney described the applicable budgeting process in the following way 

(G.Finney, 1995). 

 

1. Budget forms and instructions are distributed to all managers. 

2. The budget forms are filled out and submitted. 

3. The individual budgets are transformed into appropriate budgeting/accounting terms 

and consolidated into one overall company budget. 

4. The budget is reviewed, modified as necessary, and approved. 

 

Alternatively, Blocher, Stout & Cokins (2010) suggested that the budgeting process usually 

includes the formation of a budget committee; determination of the budget period; 

specification of budget guidelines; preparation of the initial budget proposal; budget 

negotiation, review, and approval; and budget revision. 

 

The need for the budget committee according to Blocher, Stout & Cokins (2010)  is that it 

oversees all budget matters and often is the highest authority in an organization for all matters 

related to the budget. The committee sets and approves the overall budget goals for all major 

business units, coordinates budget preparation, resolves conflicts and differences that may 

arise during budget preparation, approves the final budget, monitors operations as the year 

unfolds, and reviews the operating results at the end of the period. The budget committee also 

approves major revisions of the budget during the period. A typical budget committee 

includes the chief executive officer (CEO) or one or more vice presidents, heads of strategic 

business units, and the chief financial officer (CFO) Blocher, Stout & Cokins (2010). 

 

Budget Period 

They also suggested that the period for which an organization needs to budget for should be 

determined. And therefore, they stated that a budget usually is prepared for a set time, most 

commonly for the fiscal year with sub period budgets for each of the constituent quarters or 

months. Synchronizing the budget period with the organization‘s fiscal period for external 
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financial reporting eases budget preparation and facilitates comparisons and reconciliation of 

actual results with the budgeted amounts Blocher, Stout & Cokins (2010). 

 

Budget Guidelines 

In order to proceed with budgeting they indicated that there must be a guide line and the 

budget committee is responsible for providing initial budget guidelines that set the tone for 

the budget and govern its preparation. Hence, the committee issues budget guidelines after 

careful considerations on the general outlook of the economy and the market; the 

organization‘s strategic goals, long-term plan, strategic projects, and expected operating 

result of the current period; specific corporate decisions or policies such as mandates for 

downsizing, reengineering, pollution control, and special promotions; and short-term 

objectives. All responsibility centers (or budget units) follow the budget guidelines in 

preparing their budgets Blocher, Stout & Cokins (2010). 

 

Initial Budget Proposal 

After the requisites are taken care of, each responsibility center prepares its initial budget 

proposal based on the budget guidelines. Accordingly, budget units need to consider a 

number of internal factors in preparing their budget proposals, including: 

o Changes in availability of equipment or facilities. 

o Adoption of new or improved operating processes and planned efficiency gains. 

o Changes in product and/or service design and mix of offerings. 

o Introduction of new products and services. 

o Consumption rates of activities and their resources for the recurring volume and mix 

of products and services.  

o Changes in expectations or operating processes of other budget units that the budget 

unit relies on for its input materials or other operating factors. 

o Changes in other operating factors or in the expectations or operating processes in 

those other budget units that rely on the budget unit to supply them components 

Blocher, Stout & Cokins (2010). 

 

In addition to the internal factors, external factors need to be considered because the external 

factors also have effects on operations and a budget cannot be completed without careful 

examination of important external factors. These external factors include: - (Blocher, Stout, 

& Cokins, 2010) 
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o The industry‘s outlook for the near term. 

o Competitors‘ actions. 

o Threat to entry. 

o Substitute products. 

o Bargaining power of customers. 

o Bargaining power (availability and price) of input suppliers (raw materials, 

components, and labor).  

 

One of the elements of the budgeting processes (Blocher, Stout, & Cokins, 2010), mentioned 

that after the initial budget is prepared, Negotiation, Review, and Approval processes 

follows. 

 

The executives of budget units examine initial budget proposals. The examination includes 

determining adherence to the budget guidelines, verifying that the budget goals can be 

reasonably attained and are in line with the goals of the immediately higher organizational 

unit, and assuring that the budgeted operations are consistent with those of other budget units. 

As budget units complete their budgets within the units, the budgets go through successively 

higher levels of the organization until they reach the top level and the combined unit budgets 

become the organization‘s budget. The budget committee reviews the budget for consistency 

with the budget guidelines, attainment of the desired short-term goals and strategic objectives 

of the organization. The budget committee gives final approval, and the CEO then approves 

the entire budget and submits it to the board of directors. 

 

Revision 

When the operation commences, newly learned internal factors or external situations may 

make it necessary to revise the budget (Blocher, Stout, & Cokins, 2010). 

 ―Procedures for budget revisions vary among organizations. Strictly implementing a budget 

as prescribed, even when the actual events differ significantly from those expected, certainly 

is not a desirable behavior. 

In such cases, managers should be encouraged not to rely on the budget as the absolute 

guideline in operations‖, (Blocher, Stout, & Cokins, 2010). 
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In addition, (Drury, 2012), has identified budget process as shown below. 

1. Communicating details of budget policy and guidelines to those people responsible for the 

preparation of budgets; 

2. Determining the factor that restricts output; 

3. Preparation of the sales budget; 

4. Initial preparation of various budgets; 

5. Negotiation of budgets with superiors; 

6. Coordination and review of budgets; 

7. Final acceptance of budgets; 

8. Ongoing review of budgets. 

 

The budget preparation steps in the eyes of (Larkin & DiTommaso, 2011) , includes the steps 

listed below. 

 A list of objectives or goals of the organization for the following year should be 

prepared. 

 The cost of each objective or goal listed should be estimated. 

 The expected income of the organization should be estimated. 

 The total expected income should be compared to the expense of achieving the 

objectives or goals. 

 The final proposed budget should be submitted to the appropriate body for 

ratification. 

 

The overall relationship among the various budgeting objectives (purposes) are depicted in 

the work of (Mwanzia, 2007) taken from Hongrene and Drury (1997). 
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Figure 2.1 Functions of a budget 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Introduction to management accounting by Horngren 1997 quoted in Mulei Samwel Mwanzai (2007) 

2.1.6 Alternative budget Approaches 

 

(Blocher, Stout, & Cokins, 2010, pp. 391-395) , Identified that there are various approaches 

to budgeting. Among the usually used approaches are the under mentioned ones.  

 Zero base budgeting -   requires managers to prepare budgets each period from a zero 

base. Also requires budgeting teams to perform in-depth reviews of all budget items. 

 Activity-based budgeting (ABB) - is an extension of activity-based costing. ABB 

starts with the budgeted output and segregates costs required for the budgeted output 

into homogeneous activity cost pools such as unit, batch, product-sustaining, 

customer-sustaining, and facility sustaining activity pools. 

 Time driven activity-based budgeting - time-driven activity-based costing (TDABC) 

has been proposed as an alternative to traditional activity based costing (ABC). Is a 

method of budget preparation used in conjunction with TDABC. As with activity-

based budgeting (ABB), time-driven activity-based budgeting works backwards from 
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forecasted sales volume (and mix) to calculate in a straightforward way resource 

spending needed to support production and sales plans. 

 Kaizen budgeting - is a budgeting approach that incorporates continuous improvement 

expectations in the budget. A kaizen budgeting approach adjusts required resource 

demands based on targeted efficiency and productivity gains. As such, it is an 

excellent complement to both traditional and activity-based budgeting systems. 
 

(Mwanzia, 2007), on his study of ―the budgeting practices as applied in public primary 

schools‖ in Nairobi has identified that there are budget approaches of the following type 

taken from the works of Horngren and Drury (1997):- 

(i) Incremental budgeting - budgeting for future is a percentage increase on the past. 

(ii) Zero based budgeting - no relation to the past all activities have to be rationalized 

and start from objectives· and see how to achieve them optimally. 

(iii) Priority based budgeting - incremental but with some sensitivity analysis i.e. what 

if the total funding was cut or increased by 10%, 20% e.t.c. 

 

Moreover, (Drury, 2012, p. 387), has summarized the various budgeting approaches. The 

approaches according to Drury are:- 

 Incremental budgeting - An approach to budgeting in which existing operations and 

the current budgeted allowance for existing activities are taken as the starting point 

for preparing the next annual budget and are then adjusted for anticipated changes. 

 Line item budgets - The traditional format for budgets in nonprofit organizations, in 

which expenditures are expressed in considerable detail, but the activities being 

undertaken are given little attention. 

 Rolling budgeting - An approach to budgeting in which the annual budget is broken 

down into months for the first three months and into quarters for the rest of the year, 

with a new quarter being added as each quarter ends, also known as continuous 

budgeting. 

 Zero-based budgeting  - An approach to budgeting in which projected expenditure for 

existing activities starts from base zero rather than last year‘s budget, forcing 

managers to justify all budget expenditure, also known as priority-based budgeting. 
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2.1.7 Behavioral issues in Budgeting  

 

Managements‘ choice on how to create budgets fall in to one of three major approaches as 
identified by Rasmussen and Eichorn quoted in (Banovic, 2005, p. 9). They are top-down, 
Bottom-up and top-down/bottom-up. 

During the budgeting process there may be various approaches based on the philosophy 

(choice) of the top management. Accordingly, the management may follow a top down 

approach where the budget is imposed on the employees and they are expected to achieve 

what is given to them. 

 
A top down budgeting approach is a budgeting system which does not allow subordinates to 

participate in the budgeting process (Drury, 2012, p. 408).  

 

―In a top-down budgeting process, top management prepares budgets for the entire 

organization, including those for lower-level operations. This process often is referred to as 

authoritative budgeting, (Blocher, Stout, & Cokins, 2010, p. 395).‖ 

 (Kenneth Merchant 2007, p. 341) states that a top down budgeting (target setting) process 

can be completed bearing in mind that:- 

 

 When top-management has knowledge of the operating business and operational 

prospects that is either sufficient for setting properly challenging performance 

targets or that essentially subsumes the knowledge possessed by the subordinates. 

 Where top-level managers have the information available for evaluating 

performance on a relative basis. 

 Where lower-level managers are not good at budgeting. 

 Where lower-level managers‘ thinking is dysfunctionally bound by historical 

achievements. 

 Where lower-level managers are prone to impart biases into the budgets that 

cannot be controlled. 

 

Alternatively top management of an organization may choose to follow a bottom up approach 

of budgeting process. In this regard, employees are given the opportunity to have a saying as 

to what can be achieved setting the goals of the organization together. 
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Drury states that ―Participation relates to the extent that subordinates or budgetees are able to 

influence the figures that are incorporated in their budgets or targets. Participation is 

sometimes referred to as bottom-up budget setting, (Drury, 2012, p. 408).‖ 

 

(Blocher, et al) expresses that a bottom-up approach is a budget approach that involves the 

people affected by the budget, including lower-level employees, in the budget-preparation 

process. (Blocher, Stout, & Cokins, 2010, p. 395). 

 

Merchant states that a top down budgeting (target setting) process can be competed for 

bearing in mind that:- 

 Commitment to achieve the targets. Employees who are actively involved in the 

process of setting their performance targets are more likely to understand why the 

targets were set at the levels they were, so they are more likely to accept the targets 

and be committed to achieve them. 

 Information sharing. In most firms, target setting involves a process of sharing 

information about business possibilities and corporate preferences and resources. 

 Cognitive. Including people in target-setting processes has the beneficial effect of 

clarifying expectations and encouraging employees to think about how best to achieve 

the targets, (Merchant & van der sted, 2007, p. 341). 

 

In connection to the budgetary process a budgetary slack may arise. Budgetary slack is 

created during the negotiation process of budget setting between managers and subordinates. 

This is referred to as Gaming (Merchant & van der sted, 2007, p. 693). 

Both ways may have their benefits and disadvantages. Therefore, in most cases it is 

recommended to use a combination of both approaches to the possible maximum. This will 

enable to better make budgets by taking the advantages of both and minimizing the 

disadvantages, i.e., improve  the disadvantages of one with advantages of the other. 

 

2.2. Charities / NGOs 
 

―An NFP organization is a legal entity or group formed for some purpose other than to make 

a profit and not owned by any one or more individuals or entity, (Scot, 2010, p. 1)‖ 
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Moreover, not for profit organizations as defined by (Larkin & DiTommaso, 2011) are 

entities that possess the following characteristics not usually found in other organizations:  

 They receive contributions from significant resource providers who do not expect a 

commensurate or proportionate monetary return.  

 They operate for purposes other than to make a profit.  

 There is an absence of ownership interests like those of business enterprises. 

 

In connection to NPF, Drury indicated that Non profit-making organizations include 

churches, charitable organizations, clubs and government units such as local authorities, 

require accounting information for decision-making, and for reporting the results of their 

activities, (Drury, 2012, p. 6). 

 

Not for profit / Non-profit organizations have their origins as early as the 16th century. The 

earliest among them were church based institutions. According to Eggins quoted in Suzuki 

the oldest is a Canadian Society in Montreal founded in 1653. Eggins also showed that the 

first secular voluntary organizations were the American Medical Aid organizations such as 

the American Medical Society, founded in 1847, and Save the Children UK in London 

founded in 1919 cited in (Malunga, 2007, pp. 3-4). 

 

Ogusenye stated that prior to the 1980‘s, the entire voluntary sector remained generally 

unknown in most of Africa. Viet argued that these days NGOs are the fastest growing 

category of organizations in Africa (Malunga, 2007, p. 4).  

 

(Copley, 2011), has defined public charities as:- 

 

1. A church, school, hospital, governmental unit, or publicly supported charity;  

2. An organization that receives more than one-third of its support from a combination 

of contributions, membership fees, and gross  receipts from exempt activities and no 

more than one-third of its support from a combination of investment income and net 

unrelated business income after taxes; (in the context of USA). 

3. An organization operated exclusively for the benefit of organizations already 

described; or  

4. An organization founded and operated exclusively for public safety. 
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As indicated in the CSO proclamation of Ethiopia NGOs are termed as Charities. Therefore, 

the terms NGOs and charities are used interchangeably in this research. 

 

According to the Guide to NGO for the military,  ―the first NGO, Rotary, which later became 

Rotary International, dates to the early twentieth century. In the early 1900s there were more 

than 1,000.00 recorded NGOs important to women‘s suffrage, scientists rescue, and refugee 

issues, (Lawry, 2009, p. 26).‖ 

 

In addition this source states that the term NGO came into use in 1945 with provisions in 

Article 71 of chapter 10 of the United Nations Charter, when organizations that were neither 

governmental nor member states were needed for a consultative role to the UN. On February 

27, 1950, international NGOs (or INGOs) were first defined in resolution 288 (X) of 

ECOSOC as ―any international organization that is not founded by an international treaty, 

(Lawry, 2009, p. 26)‖ 

 

Continuing on the history of NGOs the guide to NGOs to the military indicated that, in June 

1997, the vital role of NGOs and other major groups in sustainable development was 

recognized in chapter 27 of Agenda 21, leading to intense arrangements for a consultative 

relationship between the United Nations and nongovernmental organizations. Globalization 

throughout the twentieth century heightened the importance of NGOs, which have since 

developed to emphasize humanitarian issues, developmental aid, and sustainable 

development, (Lawry, 2009, p. 26). 

 

Lawry has stated that NGOs exhibit characteristics of the following type in the guide to 

NGOs to the Military:- 

 

 NGOs are founded, developed, and managed by civilians. 

 NGOs can be not-for-profit (nonprofit). 

 NGOs are unique in their own. 

 NGOs share many characteristics. 

 NGOs coordinate activities and resources internally and externally, (Lawry, 2009, pp. 

26-27). 
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As for the definition of NGOs, Professor Peter Willetts said, ―There is no generally accepted 

definition of an NGO and the term carries different connotations in different circumstances. 

Nevertheless, there are some fundamental features.  Clearly – 

 

 An NGO must be independent from the direct control of any government.  

 In addition, there are three other generally accepted characteristics that exclude 

particular types of bodies from consideration.  

1. An NGO will not be constituted as a political party;  

2. It will be non-profit making and 

3. It will not be a criminal group, in particular, it will be non-violent.‖ (Willetts). 

 

Similarly, Lewis has tried to define NGOs and characterize the NGOs as shown below.  

The term ‗non-governmental organization‘ tell us more about what it is not, rather than what 

it is. NGOs operate in a wide range of fields and come in all shapes and sizes. Whilst each 

one is unique, most share some common features:  

 They are ‗values-led‘ – their prime motivation is a desire to improve the world in 

which we live.  

 They are ‗not-for-profit‘ (but note that they are still allowed to make sur-pluses).  

 They have many stakeholders– an NGO is an alliance of many different interests.  

 They are governed by committee of volunteers – the ‗Governing Body‘.  

 They are private autonomous organizations, independent of the State, (Lweis, 2012, p. 

4). 

 

Moreover, Greg M. Nakano cited in Lawry define NGOs as ―Legal entities established with 

in a regulated and legal frame work normally hosted by a mix of national and legal 

Government structures (Lawry, 2009, p. 64).‖ 

 

2.3 NGOs budgeting 
 

According to a manual of fundamentals of NGO financial stability, developed by Abt 

associates on behalf of Path finder international, ―A budget is a detailed plan for the future 

that describes in formal, measurable terms how resources will be acquired and used during a 

specific period of time. A budget is an important tool for directing how resources are spent to 
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achieve an organization‘s goals because it expresses the plans of management in financial 

terms by matching activities with available resources. Because a budget is a written plan, it is 

a reference for setting and evaluating goals (AbtAssociatesInc)‘‘ 

This manual added, A budget improves sustainability by helping managers employ the 

organization‘s limited resources in the most efficient and effective ways. 

Moreover, Funds for NGOs Grants and resources for sustainability home page explained that 

―Budget, in simple terms, means a document where you specify how much money you are 

going to spend (in other words, expenditure), especially if your organization has received 

grants. In some cases, as in businesses, budgets can also include the money that the 

organization is going to generate or ―income.‖ The latter is important for all NGOs now 

because managing any organization, including an NGO do not mean just spending – we also 

need to look at how costs can be covered and money can be saved for other activities, (2011)‖ 

J. Edgar Hoover cited in a hand book for NGOs has summarized that ―A budget tells your 

money where to go; otherwise you wonder where it went, (Lweis, 2012, p. 28).‖ 

Similarly, MacMillan defined Budget as ―Informally, it is an educated guess. Formally, it is a 

process of establishing a financial goal for the future and of monitoring the progress toward 

that goal by comparing the goal with actual results, (MacMillan, 2010).‖ 

MacMillan added, that ―In commercial organizations, the budget ensures that revenues 

exceed expenses, resulting in a profit. In not-for-profit organizations, the budget ensures that 

revenues are available to continue programs and services for the membership, (MacMillan, 

2010, p. 99).‖ 

Most importantly, Ruppel has emphasized that ―Budgets are generally more important to not-

for-profit organizations than to commercial enterprises because a not-for-profit organization‘s 

budget is a blueprint of how it expects to use its limited resources to further its programmatic 

mission, while it is nice for a commercial organization to have a budget that anticipates a 

profit increase. On the other hand, if a not-for-profit organization misses its budgeted 

projections by a large amount, it could find itself in serious financial difficulties, (Ruppel, 

2007, p. 214).‖ 
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Ruppel added, ―Relating actual financial results with the annual budgets that are adopted by 

the vast majority of not-for-profit organizations is important in understanding how the budget 

is used as a means of financial management, (Ruppel, 2007, p. 219).‖ 

Larry & Skousen also have shown, unlike small organizations, medium and large 

organizations inevitably rely on budgets. This is equally true in business, government and not 

for profit organizations. The budget provides a formal quantitative expiration of 

expectations. It is an essential facet of the planning and control process. Without a budget, an 

organization will be highly inefficient and ineffective, (Larry & Skousen, 2009, p. 10). 

Moreover, budget and budgeting is very important as addressed by (Dropkin,et al). Many 

nonprofits need budgets to get money in the first place. Government funders and foundations 

will generally not accept a grant application without a properly prepared budget. But even if a 

funding source or a donor is willing to provide funds when no budget exists, a well-managed 

nonprofit will still prepare a detailed budget for spending the money. Simply stated, the top 

economic priority of any nonprofit should be staying solvent, and budgeting is the optimum 

tool for promoting this goal. Finally, the more clear, accurate, and well thought out budgets 

are in the beginning, the more likely a nonprofit is to be able to 

 

 Adjust plans, activities, and spending as needed.  

 Spend money cost effectively. 

  Reach the specific goals it has set. 

  Receive ―clean‖ audits.  

 Avoid incurring questioned or disallowed costs or cost overruns that it may have to 

pay for from other funds. 

 

Furthermore, well-prepared budgets have many other important benefits too and they let 

everyone in the organization know 

 

 The goals to be achieved  

 The work to be done to reach the goals  

 The resources (people and things) needed to get the work done  

 The resources available for getting the work done  

 The timetable and deadlines for getting specific work done  
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 The individuals responsible and accountable for doing the required work  

 

Moreover, budgets serve these additional functions for well-managed nonprofits:  

 Budgets provide the financial and operational guidance management and staff need to 

implement board policies and directives. 

  Budgets allow management to measure and guide current and long-term financial 

health and operational effectiveness.  

 Budgets guide the acquisition and use of resources.  

 Budgets anticipate operational expenses and identify income to pay for such expenses.  

 Budgets are tools for controlling spending and avoiding deficits.  

 Budgets help integrate administrative, staff, and operating activities.  

 Budgets allow management to monitor actual income and expenses, comparing them 

to the amounts budgeted, assessing the nonprofit‘s overall financial situation, and 

altering plans as needed.  

 Budgets can serve as the basis for performance reviews and, in some cases, 

compensation criteria, (Dropkin, Halpin, & Touche, 2007, pp. 4-5). 

 

Regarding the functions of budgeting, Lewis indicated that there are various functions of 

Budget in the NGO arena. The main functions he stated include:- 

 

1. Planning - A budget is necessary for planning a new project, so that managers can 

build up an accurate idea of the project‘s cost. This allows them to work out if they 

have the money to complete the project and if they are making the best use of the 

funds they have available. 

2. Fundraising - The budget is a critical part of any negotiation with donors. The budget 

sets out in detail what the NGO will do with a grant, including what the money will be 

spent on, and what results will be achieved. 

3. Project implementation- An accurate budget is needed to control the project, once it 

has been started. The most important tool for on-going monitoring is comparing the 

actual costs against the budgeted costs. Without an accurate budget, this is impossible. 

Because plans sometimes change, it may be necessary to review the budget after a 

project has started. 
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4. Monitoring and evaluation- The budget is used as a tool for evaluating the success of 

the project, when it is finished. It helps to answer the question: ‗Did the project 

achieve what it set out to achieve?‘ (Lweis, 2012, pp. 27-28) 

  
According to (Dropkin, et al), not for profit organizations benefit from six types of budgets, 

and they include:-  

 
1. Total, organization-wide operating budgets - Nonprofits with multiple programs or 

units are most likely to need an organization wide operating budget. Such budgets 

identify all the income and expenses anticipated to be needed for the entire 

organization‘s operations during the coming year. 

2. Operating budgets for individual programs, units, or activities - Each of a nonprofit‘s 

individual programs or activities usually requires its own specific budget, both to gain 

support from outside donors and other funding sources and to provide necessary 

budgetary controls. Such individual operating budgets will also help to build the total, 

organization-wide operating budget. 

3.  Capital budgets - are tools that nonprofits may use to help themselves plan and 

manage capital projects, those requiring relatively large, one-time expenditures. In 

many cases, capital projects require funding for more than one fiscal year, a time 

frame that will have to be reflected in capital budgeting. In this regard, the capital 

budgeting for NFP is for purchase, construction, or renovation of physical facilities, 

purchase or design of major equipment or systems, construction or major renovation 

of a building or other facility and purchase of equipment and the services required to 

make it operational. 

4. Cash flow budgets (also called cash flow projections) - is essential to the day-to-day 

and long-term fiscal health of every nonprofit. There is often a delay between the time 

an organization ―earns‖ its revenue and the time it is able to collect the cash from the 

revenues earned. In a similar manner the costs associated with running an 

organization are not always paid when the expenses are incurred. Cash flow budgets 

require organizations to project and describe the schedule, nature, and amount of 

revenues to be received and expenses to be disbursed. 

5. Opportunity budgets and - describes a budgeting process that, ideally, is used when all 

the other types of budgets have been developed effectively. Organizations use this 
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process to plan for and examine opportunities to do something new and different and 

to select those most likely to yield the most positive results. 

6. Zero-based budgets - describes the budgeting process that requires that every 

assumption of a budget be justified, not only as to its cost but also as to its 

effectiveness in contributing to the goal of the activity. In essence, the prior year‘s 

budget is ignored and a new budget item by item, from the ground up is built. The 

analysis might lead the organization to completely eliminate the program or unit being 

evaluated or to completely redesign the methodology used to accomplish the 

program‘s goals. (Dropkin, Halpin, & Touche, 2007, p. 6) 

 

Similarly, Lewis stated that there are three main types of budget for NGOs and they are:- 

 The income and expenditure budget - This budget lists all items of incoming 

funds and recurrent (i.e., regularly occurring) costs for a specified period. 

 The capital budget- This budget lists one-off expenditure for expensive items 

such as equipment, property, vehicles, or major building works, which will be 

used over several years 

 The Cash flow budget- This budget shows the predicted flow of cash coming 

in and out of the organization each month, with the purposes of identifying 

periods of cash shortages or surpluses. , (Lweis, 2012, p. 28). 

 

The process of budgeting in NGOs/ charities, as indicated by Lewis, begins by answering a 

number of relevant questions such as,  

 

 ―What are the objectives of the project? What activities will be involved in achieving 

these objectives? What resources will be needed to perform these activities? What 

will these resources cost? Where will the funds come from?  Is the result realistic? 

Once the budget has been agreed and the activity implemented, the process is completed by 

comparing the plan (budget) with the eventual outcome (‗actual‘), to see if there is anything 

learnt or could do differently next time, (Lweis, 2012, p. 35). 

 

When budget is produced and finance is provided by donors, the fund received needs to be 

expended as per the agreed budget line items shown in the initial budget and the promises 

provided to the beneficiaries. To do so there must be a god grants management in place. 

Actually, in most of the cases donors and as well the beneficiaries require reports timely and 
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as well at the end of the project. Hence, the budget is the main controlling tool in reporting 

back to the donors and the beneficiaries to show that fund is utilized for the intended purpose 

by the grantee.  

 

It is to be believed that a good budget is produced if the budget prepared has the under shown 

characteristics, according to Lewis. 

 

 Anyone could pick it up and use it to manage their activities, Easy to read, 

Calculations are clear,  Fully-costed, justified and accurate, Explanatory notes are 

provided, Suitable for purpose, Appropriate level of detail for the user, (Lweis, 2012, 

p. 39). 

 

Up on fulfilling the reporting requirements of donors by the grantee, Lewis said ―Financial 

reports must be timely, accurate and relevant‖ and he added ―Financial reports are needed 

primarily by those responsible for managing the organization and by current and potential 

donor agencies; but those responsible for financial management of an NGO also need to ‗give 

an account‘ of their stewardship to a wide range of stakeholders, (Lweis, 2012, p. 61).” 

 

In addition, (Dropkin, Halpin, & Touche, 2007, p. 5), have identified basic budget 

characteristics in their book entitled The Budget-Building Book for Nonprofits and are 

summarized and presented below. 

 

Effective budgeting is thoughtful and deliberate. It involves carefully setting goals and 

developing plans and also creating a logical and informed process for allocating resources. 

 

Budgeting is inclusive. It brings together the perspectives and interests of a wide variety of 

stakeholders: the board, clients, management, staff, volunteers, prospective donors and 

income sources, and the general public. At the outset of the budget process, input from all 

relevant parties is sought. Dissemination of the approved budget should clearly and 

effectively communicate priorities, goals, and operational plans to the entire organization as 

well as to other stakeholders. 

 

Budgeting is an ongoing process. It does not occur in a vacuum or for a limited period, 

producing a document that gathers dust on a shelf. Ongoing monitoring, data gathering, 
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analysis, revision of projections and assumptions, and consideration of alternatives are 

needed. 

 

The importance of budget for NGOs/ charities is that it helps in producing reports for 

management and for stake holders (i.e., Donors, beneficiaries and any third party), so that the 

existence of the NGO will not be compromised by not producing reports rather by being  

transparent on its activities. 

Chart 2.1 Budget Vs Plan Vs Budget monitoring  

 
Source: - Financial Management Essentials A Handbook for NGOs. 

 

Generally, the main reports produced by NGOs include  

 Donor report - Donors require that an NGO is able to demonstrate financial soundness 

before granting the release of funds. This is why the donor report is so important. In 

most cases the report will include a budget compared to actual summary, 

accompanied by a narrative report on the activities being undertaken. 

 Reporting to beneficiaries - To participate fully in an NGO‘s work, beneficiaries need 

access to information about the NGO‘s plans, resources and activities. (Lewis, 2012 , 

p. 76 & 80) 
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2.4 Empirical evidence 

 
In search of ―the evolutionary adoption framework: explaining the budgeting paradox‖ 

(Andre´ de Waal, et al) conclude that ―there is a paradox of a high degree of criticism on 

traditional budgeting and a low number of organizations that adopt adjusted practices. It 

seems that there needs to be a certain level of dissatisfaction within an organization before it 

starts to examine its current situation and search for alternatives, (Waal, Hermkens-Janssen, 

& van de Ven, 2011).‖ 

 

In addition, On his study, Yang Qi, through a desk research found out that, the formal 

budgeting process was refined into four aspects (dimensions) which include budget planning, 

budget goal clarity and difficult y, budgeting sophistication, and the formal budgetary 

control, (Qi, 2010). 

 

Similarly, Evans Frimpong- Manso on his study of budgeting and budgetary control practices 

and procedures in timber firms, found that  budgeting and budgetary control serves  as  a  

basis  of  planning, controlling  cost  of  operations  and  evaluating  performance  of  

workers  of  the organization. According to his finding, budget serves as a blue print for any 

organization to follow in an up-coming period usually for one year period at most, 

(Frimpong-Manso, Budgeting and Budgetary control practices and procedures in timber firms 

with in Kumasi Metropolis, 2014). 

 

Furthermore according to Tănase, Budgeting has the advantages of communication and 

discussion between superiors and subordinates allow clarifying objectives and methods. In 

addition it helps in motivating subordinates. On top of that participatory budget is considered 

as an effective planning and coordination of activities and the opportunity to incorporate 

knowledge provided by subordinates in the budgeting process, (Tănase, 2013). 

 

(Gustafsson & Parsson, 2010) Found, in their study of budget as to whether budget is a 

perfect management tool, that it serves the purpose of planning and resource allocation, 

communication, performance evaluation and awareness.  
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In the same way ken Milani has mentioned in his study that budget serves the purpose of 

planning, coordinating and controlling of enterprise activities, (Milani, 1975). 

 

What one must realize according (Banovic, 2005), is that the need for planning, forecasting, 

coordinating and controlling activities within business will never go away and in order to 

derive these benefits of budget, the exercise instead of being incremental done once in a year  

should be flexible and continuously, updated possibly  every quarter.  

 

L.M.D. Silva and Ariyarathna Jayamaha on their study of Budgetary Process and 

Organizational Performance, propose ―The budgetary process has been a part of management 

control system of the organization. This process encourages managers to plan, consider the 

stakeholders involved, provides information for improved decision making, increases and 

enhances communication and coordination among departments, and for evaluation‖, on top 

of that they used roles of Budgetary Planning, Budgetary Coordination, Budgetary Control, 

Budgetary  Communication and Budgetary Evaluation. They conclude, all these roles were 

sound in their study, (Silva & Jayamaha, 2012).  

 

In a study done on corporate budget planning, control and performance evaluation in 

Bahrain, conclude that the study contributes toward filling a gap in the literature on the use of 

budgets as a planning and control tool in developing countries, (Joshi, Al-Mudhaki, & 

G.Bremser, 2003). 

 

In a study conducted by Pamela Ruth Berry, one of the questions raised was importance of   

reasons for budgeting and the finding showed that operational planning, communication of 

goals, performance evaluation, strategy formation and variance analysis roles were found 

with positive relationship with budgeting. On top of that, this study also found Budgets are 

used for controlling. Moreover, this study has found that budget uses for incentive and 

reward, (Berry P. R., 2011). 

 

According to Elli Malki, Preparing an organizational budget is not a goal by itself, but rather 

a managerial tool that should improve management's ability to achieve the organization's 

goals. The main use of budget, therefore he added, is for financial control and also for 

planning, (Malki, 2010). 
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In addition, ―Strategic management and budgeting, when used properly, become powerful 

tools for communication of management‘s commitments, (Blumentritt, 2006).” 

 

2.5 conclusion 
 

Budget goes back to the 19th century for being considered as a modern tool. Through time it 

has been evolved and especially in the early 1990s opponents of budget raised the issue of 

abandoning it. However, research showed that budget continued to be used widely. The main 

purposes for budget to be implemented are identified by researchers and theoreticians as 

Planning, coordination, communication, control evaluation and motivation.  

 

Studies conducted so far regarding the role of budget are somehow limited and are in 

unorganized way to the knowledge of the researcher through the effort of finding out 

researches done in the role of budget. On top of that, no recorded evidence is found in the 

Ethiopian case the way this research needs to address. 

Therefore, this research is needed to be conducted  as to whether Budget roles (Planning, 

coordination, Communication, control, motivation and evaluation) are practically exercised 

and as a result benefits are derived by foreign charities/NGOs in Ethiopia, as the magnitude 

of fund mobilized by this sector is so material for the nation. 

 

 

 

 

 

 

 

 
 

 

 



   41 | P a g e  
 

 

2.6 Conceptual frame work 
 

The conceptual frame work shown below depicts the role of budget and the possible 

outcome if the role of budget is practically applied. 

 

Chart 2.2 Role of Budget  
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CHAPER THREE 

3. RESEARCH DESIGN AND METHODOLOGY 

3.1 Introduction  
 

This  chapter  outlines  the  methodology  which was used  in  the  collection  of  data and  

specifies the research design, data collection methods and data collection procedures. 

3.2 Research Design  
 

This presents the method and procedures which is used in gathering information required to 

answer the research questions. The researcher has used descriptive study. A descriptive study 

enables to present accurate profile of persons, events or situations   collected. In this regard, 

several researchers had employed descriptive technique and the researcher has also employed 

this technique in this research, because the research questions and the objectives stated were 

applicable for this type of study. 

 

The  method attempts to  collect  data  from  members  of  a  population  and describes 

existing experience by  asking  Employee/s  the role of budget  in  NGOs  budgeting 

practices. 

 

3.3 Research Population  

 

As of September 23, 2014 there were 3,031(three thousand thirty one) charities and societies 

as per the website of the Charities and Societies agency of Ethiopia (Agency, 2014). They are 

categorized in to foreign charities, Ethiopian societies, Ethiopian resident societies, Ethiopian 

resident charities, Ethiopian charities, Consortiums, and adoption foreign charities. These  

organizations  are  spread  all  over  the  country  and  are vary  from  small  to international 

ones. They range from organizations run by small teams of volunteers to mega organizations 

with hundreds  of  fully  paid  staff  of  diverse  professions  and  sophisticated  systems  and  

processes. These organizations are diverse in respect of their activities such as welfare, 
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environmental protection, human rights, development, relief, education, health, 

empowerment and son. Actually, in carrying out their activities they are obliged to respect the 

CSO law of Ethiopia. Of all these NGOs, the subject population is foreign charities which 

operate in Ethiopia. As of September 23, 2014 the specific population of foreign charities in 

Ethiopia was 353 (three hundred fifty three) as indicated in the website of CSA of Ethiopia. 

However, the updated list obtained in April 2014 from the CSA indicated that there are 354 

active foreign charities. 

3.4 Sample Size and Selection 
 

Sampling methods are generally divided into two categories as shown below. 

 Probability sampling and 

  Non probability sampling.  

 

―Probability sampling provides a statistical basis for saying that a sample is representative of 

the study or target population. In probability sampling, every member of the target population 

has a known, nonzero probability of being induced in the sample. Probability sampling 

implies the use of random selection, which eliminates subjectivity in choosing a sample. It is 

a "fair" way of getting a sample (Fink, 2003, pp. 9-10).‖ 

 

―Non-probability sampling is sampling in which participants are chosen based on the 

researcher's judgment regarding the characteristics of the target population and the needs of 

the survey. In non-probability sampling, some members of the eligible target population have 

a chance of being chosen and others do not. Owing to chance, the survey's findings may not 

be applicable to the target group at all (Fink, 2003, pp. 9-10).‖ 

 

(Zikmund, et al,) in addition, emphasize that in non probability sampling, the probability of 

any particular member of the population being chosen is unknown. The selection of sampling 

units in non probability sampling is quite arbitrary, as researchers rely heavily on personal 

judgment. The main theme here according to them is ―Technically, no appropriate statistical 

techniques exist for measuring random sampling error from a non probability sample‖. 

(Zikmund, Babin, Carr, & Mitch, 2009, p. 395) 
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The non probability sampling technique includes convenience sampling, Purposive sampling, 

snowball sampling and quota sampling. (Berg B. , 2001, pp. 32-33). 

 

Convenience sampling is a sampling method used by selecting data collection units simply 

because of their ready availability. It is likely to produce an unknown degree of 

incompleteness because the most readily available sources of data are not likely to be the 

most informative sources. Similarly, convenience samples are likely to produce an unwanted 

degree of bias (Yin, 2011, p. 88). 

 

This study has employed convenience sampling technique to select samples of the study 

under consideration. Convenience sampling as one of sampling techniques (non probability 

sampling techniques) is used by researchers regardless of its limitations. This technique is 

employed due to the accessibility and proximity of the subjects to the researcher. On top of 

that, data collection for this study using other methods such as probability sampling, stratified 

sampling and purposive sampling (non probability sampling) was not possible due to 

unwillingness of most of the selected organizations to participate in the research. 

 

The main limitation (weakness) of this technique is that the results arrived at using 

convenience sampling may end up in biased results. However, Convenience sampling is a 

generally accepted qualitative procedure (Glaser & Strauss, 1967) quoted in (Humphrey and 

Lee), and as long as its limitations are recognized in the paper, reviewers do not tend to be 

significantly concerned about it, (Humphrey & Lee, The real life guide to accounting 

research, a behind-the-scenes view of using qualitative research methods., 2004, p. 196). 

 

Under certain circumstances this strategy is an excellent means of obtaining preliminary 

information about some research question quickly and inexpensively (Berg, 2001, p. 32). One 

of the criterions pointed out to employ convenience sampling is if the population is 

homogeneous (Helle & Ulhøi, 2007). In this regard, the population of this study is 

homogeneous for the entire subject considered is foreign charities in Ethiopia. 

 

Njoki, used Convenience sampling to draw a sample of 20 NGOs from a cumulative definite 

population size of 6,075 for a thesis submitted to University of Nairobi titled ―the effect of the 

budgeting process on budget variance in non-governmental organizations in Kenya‖ (Njoki, 

2012, p. 23). 
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Similarly, Aresha Maree Martinez-Cardoso employed a convenience sampling technique for 

a study of ―Assessing the Effects of Gender and Education on the Influence of Menu Labels 

among Latino Consumers‖ thesis submitted to University of California, Los Angeles 

 (Martinez-Cardoso A. M., 2013, p. 27). 

 

In addition Pamela Ruth Berry has used convenience method of sampling for a thesis under a 

title of ―Financial planning and control systems: essential tools to increase the survival rate of 

micro and small manufacturing enterprises in the tshwane metropolitan area‖ submitted to 

University of South Africa, (Berry P. R., 2011, p. 82) 

 

In this regard, care needs to be drawn as the sample selection means is convenience sampling, 

one of the non probability sampling, suffers the limitation of this category of sampling 

techniques such as biasness. Therefore, it may not perfectly represent the population. 

However, the researcher found convenience sampling technique most appropriate for this 

study as the population under consideration is homogeneous. 

 

The researcher has selected about 15 foreign charities which has head offices in Addis 

Ababa. The researcher, used to work in an international nongovernmental organization has 

noticed that the INGOs in Ethiopia  carry out their activities either involving directly by 

themselves or indirectly by providing fund to local NGOs. In this regard, in selecting samples 

from the capital city, Addis Ababa, is believed to represent their branches out of Addis Ababa 

and/or the local NGOs which receive Grant from the INGOs/ foreign charities, as budget/ 

budgeting is a central process. 

 

Regarding determination of the sample size, 15 INGOs were selected judgmentally which is 

4.32% of the total population well above similar surveys. To mention, Admasu Mera 2011 

used 0.67228% and (Kuln, 2004 =0.022%, Diaz and Delgado, 1995 = 0.026%, Pope, 1995 = 

0.008%, cited in (Mera, 2011). 
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3.5 Data Collection Method  
 

This research used questionnaires as a method of collecting data. The questionnaires were 

developed based on the literature review. 

  

In order to collect the required information for this thesis, self-administered drop and pick up 

of questionnaires was used. In addition, questionnaires were distributed through the use of 

email to employee/s who have acquaintance and willing contact persons, which in turn were 

distributed to employees involved in the budgeting process especially from program units and 

from finance and administration units. Questionnaires distributed through the use of email 

were collected in person and as well via e-mail. The questionnaires which were used by this 

research as a main source of data collection instrument were structured questionnaires. In 

connection to this, the questions were close ended. This is due to the fact that close ended 

questions will provide structured responses and there by enable to analyze in a better way 

than open ended question responses. 

 

The questionnaires were prepared in English language as the participants were considered 

professionals working in foreign charities and the medium of communication is English 

language in their work place. The questionnaires were divided in to two categories. The first 

part focuses on demographic information such as level of education, area of assignment, 

frequency of budgeting, Job experience, budget related experience and age of organization. 

 

The second part focuses on specific questions regarding role of budget on planning, 

communication, coordination, management control, evaluation and Motivation. 

 

The questionnaires were developed based on the likert-scale method so that the responses can 

be analyzed statistically. In developing the questionnaires respondents were expected to 

answer the questions based on their knowledge as Strongly agree (SA), Agree (A), Neutral 

(N), Disagree (DA) and Strongly disagree (SDA). A response of strongly agree takes 5 

points, Agree takes 4 points, Neutral takes 3 points, disagree takes 2 points and strongly 

disagree takes 1 point. In addition, the questionnaires were distributed for eight non 

participant respondents which have budgeting exposures as to whether the questionnaires 

were ambiguous or not. Based on the suggestions received they were adjusted.  
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3.6 Data Analysis Method  
 

Before processing the responses, the completed questionnaires were edited for completeness 

and Consistency. The data was processed and grouped into categories.  Descriptive analysis 

was used mainly to summarize the data collected.  The data was edited for accuracy, 

uniformity, completeness and arranged for coding. SPSS 20 in combination with Microsoft 

excel program was employed in order to analyze the data collected using questionnaires. 

These programs enabled to generate descriptive statistics (such as percentages, mean, mode 

and Median), tables and graphs. Therefore, the data collected using  questionnaires was  

presented  using  statistical  measures such as  bar  graphs,  frequency  tables,  percentages, 

and graphical presentations.  

 

The next chapter presents the data analysis and results arrived at from the data collected 

based on the research questions. 
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CHAPER FOUR 

4. DATA PRESENTATION AND ANALYSIS 
 

This chapter presents the data analysis based on the data collected from the participants and 

findings in answering the research question (s). The core research question for this thesis was 

―what role does budget play in the charities/NGOs sector (specifically in foreign charities) in 

Ethiopia?‖ In answering this question, budget roles from academics and empirical studies 

were taken in to consideration. 

The overall roles of budgeting therefore were planning, coordination, communication, control 

(management), evaluation and motivation. Hence this research was conducted to find out as 

to whether these budget roles are given due consideration in the budgeting process of foreign 

charities in Ethiopia.  

To address the research question(s) and the research objective(s), data should have been 

collected. Therefore, questionnaires based on the literature review and budget roles were 

developed to collect the necessary data for analysis.  

Questionnaires addressing budget for planning, budget for coordination, budget for 

communication, budget for control, budget for evaluation and budget for motivation were 

incorporated in the detail questions of each budget role. Summary of the roles and number of 

questions under each role is presented under table 4.1 

Table 4.1 Roles and number of questions under each role 

S.No. Roles Number of questions 
1 Budget for Planning 8 
2 Budget for communication 5 
3 Budget for coordination 5 
4 Budget for control 7 

5 Budget for evaluation 4 
6 Budget for motivation 4 

Total questions 33 
 

Source:- Own summary 
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4.1 Results 
 
This section presents the survey results obtained from sample international charities/NGOs 

based on questionnaires distributed and available information. 

4.1.1. Survey results 
  

As indicated in the previous chapter, survey was the main strategy of inquiry adapted to 

investigate the role of budget in foreign charities/NGOs in Ethiopia.  To this end, the results 

obtained from the survey are presented in two parts. The first part reveals respondent‘s 

profile in relation to level of education, area of assignment, job experience, budgeting 

experience in one hand; and frequency of budgeting  in the organization where respondents 

work and  age of the organization in Ethiopia in the other hand. This is followed by questions 

regarding the role of budget in foreign charities/NGOs in Ethiopia in part two. 

 

4.1.1.1 Respondents and organizations profile  

Data from 15 foreign charities‘ employees was collected. The target respondents were 

grouped in to two. One part is Administration and finance personnel and the other is program 

personnel in each IFCs (international foreign charities) in Ethiopia. Budgeting in NGOs 

generally is conducted by these two groups and later consolidated by finance staff to draw up 

the final budget picture. Therefore, the response expectation was to receive at least one 

response from Finance and administration department and one response from program 

(Operation) department. As a result the total expected response was 30 duly filled 

questionnaires. However, the responses received are 40 where in some cases program 

departments filled and returned more than one questionnaire enabling to build confidence in 

the findings by the researcher. 

 

Regarding the level of Education of the respondents out of forty participants form 15 

international foreign charities in Ethiopia, nine indicated that they have bachelor degree  

which is (22.5%) and 31 (77.5%) of the respondents had indicated that they obtained masters 

degree (Table 4.2). 
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    Table 4.2 Respondents level of Education 

Level of 
Education 

Frequency Percent Valid Percent Cumulative 
Percent 

 
Bachelor 9 22.5 22.5 22.5 
Masters 31 77.5 77.5 100.0 
Total 40 100.0 100.0  

Source :- SPSS 20 

 
In connection to the question raised in assessing the position held in their respective 

organizations, 47.5 % found out to be program officers, 22.5% were finance officers and 10 

% finance directors;  Program manager, Country Director and  program coordinator found  to 

be only 5% each among the respondents. In addition 2.5% of the respondents were Finance & 

administration director and program manager each (Table 4.3). 

Table 4.3 Position held  

Area of assignment/ position held Frequency Percent Valid 
Percent 

Cumulative 
Percent 

 

Finance/ admin director 1 2.5 2.5 2.5 
Finance officer 9 22.5 22.5 25.0 
Finance director 4 10.0 10.0 35.0 
Program officer 19 47.5 47.5 82.5 
Program manager 2 5.0 5.0 87.5 
Country Director 2 5.0 5.0 92.5 
Program manager 1 2.5 2.5 95.0 
program coordinator 2 5.0 5.0 100.0 
Total 40 100.0 100.0  

Source :- SPSS 20 
 

The other question raised in the questionnaires was respondents‘ job experience in years. In 

answering this question 37.5% had up to 15 years of Job experience. 25% of the respondents 

said they had job experience of more than 15 years. Respondents who had replied that they 

posses up to 10 years of job experience were 22.5%. Finally, 15% of the respondents 

indicated that they had job experience of up to 5 years (Table 4.4). 
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Table 4.4 job experience in years 

 Frequency Percent Valid Percent Cumulative Percent 

 

0-5 years 6 15.0 15.0 15.0 
5-10 years 9 22.5 22.5 37.5 
10-15 years 15 37.5 37.5 75.0 
>15 years 10 25.0 25.0 100.0 
Total 40 100.0 100.0  

Source :- SPSS 20 
 

In terms of budgeting experience of respondents, 37.5% replied that they had up to ten years 

of budgeting experience and 30% of the respondents confirmed that they have up to 15 years 

of budgeting experience. 25% of the respondents indicated they have budgeting experience of 

up to 5 years. Finally, the 7.5% of the respondents showed that they have budgeting 

experience of more than 15 years (Table 4.5) 

Table 4.5 engaged in Budgeting in years 

Budget 
engagement 
/experience  

Frequency Percent Valid Percent Cumulative 
Percent 

 

0-5 years 10 25.0 25.0 25.0 
5-10 years 15 37.5 37.5 62.5 

10-15 years 12 30.0 30.0 92.5 

>15 years 3 7.5 7.5 100.0 

Total 40  100.0 100.0  

Source :- SPSS 20 

 
Regarding frequency of budgeting in a given year in the sample organizations, 55% of 

respondents indicated budgeting is done yearly, 22.5% showed that they conduct budgeting 

monthly, 12.5% indicated they engage quarterly in budgeting and 10% showed they do 

budgeting semi annually, (Table 4.6). Thus the budget period and process varies among the 

organizations. 
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Table 4.6 Budgeting exercise within a given year 

Budgeting exercise  Frequency Percent Valid 
Percent 

Cumulative 
Percent 

 

Monthly 9 22.5 22.5 22.5 
Quarterly 5 12.5 12.5 35.0 
Semi- 
Annualy 

4 10.0 10.0 45.0 

Yearly 22 55.0 55.0 100.0 
Total 40 100.0 100.0  

Source :- SPSS 20 

 

Finally age of the sample organizations was assed as to how long have been each IFC / INGO 

used to operate with in Ethiopia.  Accordingly, data is collected from charity organizations 

that have been in Ethiopia for a number of years and analyzed. 57.5% respondents indicated 

the organizations they are working in aged more than 15 years where as 22.5% respondents 

have shown their organizations have been operating in Ethiopia for up to 10 years. 12.5 % of 

the respondents confirmed the age of their organizations is up to 15 years. Organizations 

which age less than 5 years constitute only 7.5%, (Table 4.7). 
 

Table 4.7 Age of organization operating in Ethiopia (in Years) 

Organization age  Frequency Percent Valid Percent Cumulative 
Percent 

 

0-5 Years 3 7.5 7.5 7.5 
5-10 Years 9 22.5 22.5 30.0 
10-15 Years 5 12.5 12.5 42.5 
>15 Years 23 57.5 57.5 100.0 
Total 40 100.0 100.0  

Source :- SPSS 20 

 

As mentioned earlier the second part of this chapter deals with the main role of budget in 

foreign charities in Ethiopia analysis and it is presented here under. 
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4.2 Role of budget in foreign charities in Ethiopia  

 
The main part of this paper deals with the role of budget in foreign charities in Ethiopia 

considering the budget roles. Various questions were developed under each role as indicated 

under table 4.1. 

The analysis and findings are presented below using tables, graphs and percentages. 

 

Table 4.8 Role of budget for planning  

Questions SA A N DA SDA Mean Median Mode 

B.1.1 30 7 1 2 
 

4.265 5 5 

B.1.2 28 10 
 

2 
 

4.6 5 5 

B.1.3 14 21 3 2 
 

4.175 4 4 

B.1.4 15 19 4 2 
 

4.175 4 4 

B.1.5 11 17 9 3 
 

3.9 4 4 

B.1.6 18 18 4 
  

4.35 4 4 

B.1.7 17 16 5 2 
 

4.2 4 5 

B.1.8 18 18 3 
 

1 4.3 4 4 

Source :- SPSS 20 
 

As indicated on table 4.7, the largest mean (average) of respondents is 4.6 which is near to 

the liket-scale 5 point which represents respondents strongly agreed regarding question B.1.2 

(appendix). All questions except B.1.2, averages from 3.9 to 4.35 which are near to the scale 

of 4 point which means respondents agree regarding the questions raised in assessing the role 

of budget in foreign charities in Ethiopia. 

This analysis in addition to the average results is supported by the graph presented under 

figure 4.1. 

 

 Questions B.1.1, B.1.2 and B.1.7 were answered by most of the respondents that they 

strongly agree that budget has a role in planning. In addition, the rest five questions were 

answered by most respondents that they agreed budget has a role in planning. Only a small 

number of the respondents said that they are neutral and they disagree. Moreover, there is 

only a single respondent which indicated a strong disagreement for one of the questions 

presented. 

 



   54 | P a g e  
 

Generally, the result of the analysis is in agreement with literature where most of the 

respondents indicated budget has role in planning. 

 

 

Figure 4.1 Role of budget for planning 

 

 

The second role taken in to consideration in conducting this research was role of budget for 

communication. 

Table 4.9 Role of budget for Communication 

Questions SA A N DA SDA Mean Median Mode 

C.2.1 16 21 1 1 1 4.25 4 4 

C.2.2 19 13 5 1 2 4.15 4 5 

C.2.3 9 23 6 0 2 3.975 4 4 

C.2.4 17 18 4 0 1 4.275 4 4 

C.2.5 12 19 7 2 0 4.025 4 4 

Source: - SPSS 20 
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Regarding this role the participants‘ highest response average is 4.275 and the lowest is 

3.975, which gravitates to the point scale of 4. This indicates that most of the respondents 

have answered the questionnaires presented to them that they have agreed budget has a role 

for communication in the organizations the respondents are working.  

 

Figure 4.2 below also shows in most of the cases respondents agree about the role of budget 

for communication. This is proved by the fact that the highest response as shown by the 

graph below is the agreement of the respondents for the role of budget for communication 

indicated by (A) except for question B.2.2 where most respondents strongly agree (SA). On 

top of that, the mode in table 4.8 shows four of the questions were responded as agreed with a 

value of 4 and 1 question with a value of 5 indicating for strong agreement.  

 

Similarly, responses provided by the participants are in agreement with literature which 

revealed that budget has role of communication and the survey results proved that budget has 

role of communication in foreign charities in Ethiopia too.   

 

 

Figure 4.2 Role of budget for communication 
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Another role considered for this thesis is coordination role of budget. In order to find out this 

role, five relevant questions were developed to be answered by participants. Accordingly, the 

average response by the participants for all the questions is 4 point and above, (Table 4.10).  

Table 4.10 Role of budget for coordination 

Questions SA A N DA SDA Mean Median Mode 

D.3.1 19 14 5 1 1 4.225 4 5 

D.3.2 20 17 3 
  

4.425 4.5 5 

D.3.3 12 21 5 1 1 4.05 4 4 

D.3.4 10 22 8 
  

4.05 4 4 

D.3.5 11 19 9 1 
 

4 4 4 

Source: - SPSS 20 

 

In addition to the above table, the graph in figure 4.3 also indicates most of the responses 

found from the participants were strongly agree (SA) in two questions and Agree (A) in the 

other three questions presented to the participants. 

Over all, the response of the participants of the survey regarding the role of budget for 

coordination is also in agreement with literature as in indicated in the literature review. 

 

Figure 4.3 Role of budget for coordination 
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The fourth role of budget is control role. The control role in this aspect is to mean 

management control. Under this role, seven relevant questions regarding the management 

control role of budget were presented to the participants. Accordingly, the maximum average 

of the respondents as shown under table 4.11 is 4.45 and the minimum is 3.295. Out of the 

seven questions, 4 of them gravitate towards 4 point scale and three questions gravitate 

towards 3 point scale. Similarly, the average and mode of the response analysis shows two 

questions were answered with strongly agree by most of the respondents and the rest 4 

questions were responded with agree by most of the participants.  

 

Table 4.11 Role of Budget for Control 

Questions SA A N DA SDA Mean Median Mode 
E.4.1 18 17 2 3 

 
4.25 4 5 

E.4.2 21 16 3 
  

4.45 5 5 
E.4.3 11 15 14 

  
3.295 4 4 

E.4.4 9 20 10 1 
 

3.295 4 4 
E.4.5 18 19 3 

  
3.375 4 4 

E.4.6 14 20 4 2 
 

4.15 4 4 
E.4.7 11 18 10 1 

 
3.975 4 4 

Source: - SPSS 20 

 

More over the graph in figure 4.4 supports the above analysis. Hence, there is an overall 

agreement by the participants that budget has a role in management control in the 

organizations they work which is in agreement with literature, even though responses for 

questions E.4.3, E .4.6 and E.4.7 attracted reasonable number  of neutral answers by the 

participants of the survey. 
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Figure 4.4 Role of Budget for Control 
 

Table 4.12 Role of budget for evaluation 

Questions SA A N DA SDA Mean Median Mode 

F.5.1 9 17 9 5   3.75 4 4 

F.5.2 7 15 10 7 1 3.5 4 4 

F.5.3 8 23 8 1   3.95 5 4 

F.5.4 5 14 15 6   3.45 3 3 

Source: - SPSS 20 

 

One of the roles budget plays as indicated by literature is evaluation. To investigate as to 

whether this role is being played in practice in foreign charities in Ethiopia, four questions 

were presented to the participants of this study. Most respondents indicated that they agree in 

three of the four questions but they are neutral in one of the questions. Hence, 3 of the 

questions‘ responses average are near to the 4 point scale and 1 is near to 3 point scale. The 

modes of the responses are also 4 for 3 of the questions‘ and 3 for 1 of the questions‘ 

response which is in agreement with the average results, (Table 4.12). 
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Over all, most respondents indicate their agreement that budget has a role on performance 

evaluation in the organizations where the respondents work. This means, the finding is in 

agreement with literature which indicates budget has a role in performance evaluation. 

However, it should be taken in to consideration that there are a good number of respondents 

who replied that they are neutral regarding this role. 

 

Figure 4.5 Role of Budget for Evaluation 

 

The sixth role of budget as shown by literature is motivation. Like the other roles, 

questionnaires were also presented to the participants by developing four relevant questions 

regarding motivation role. As shown under table 10.13 most respondents indicated that they 

have agreed that budget has a motivation role. Three of the averages indicate that they are 

more than 3.5 scale dictating most respondents have agreed on the role of budget for 

motivation.  

When the detail of the responses for individual questions are seen carefully, there are 

adequate number of respondents which show their neutrality even though they are less than 

the aggregate response of the SA and A responses. 
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 This is again in support of the literature which states that budget has a role in motivation 

regardless of the considerable number of neutrality responses for the questions. 

Table 4.13 Role of Budget for Motivation 

Questions SA A N DA SDA Mean Median Mode 

G.6.1 2 18 15 5 
 

3.425 3.5 4 

G.6.2 5 21 12 1 1 3.7 4 4 

G.6.3 7 26 6 1 
 

3.975 4 4 

G.6.4 10 16 11 2 1 3.8 4 4 

Source:- SPSS 20 

 

 

 

Figure 4.6 Role of Budget for motivation 

 

Towards the end of the questionnaires, one final question was presented to the participants 

which states ―why does your organization employ budget?‖ The question was presented with 

a list of possible answers, which include for Donors‘ requirement, for planning, for 

communication, for coordination, for management control, for evaluation and for motivation.  

In order to answer this question participants were required to tick against the choices as many 

answers as possible where applicable. The purpose of this question was to see as to whether 
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the responses given by participants in the detailed questions are consistent with the single 

questions‘ response. 

 

In order to analyze the responses, the tick marks were considered as ―yes‖ and the blank 

answers were considered as ―no‖. 

 

In addition to the budget roles, another choice, donors‘ requirement was introduced in to the 

choices of responses in order to find out if there is any factor than the budget roles that 

foreign charities engage in budgeting. 

As presented under table 4.14 and figure 4.7, most participants responded budget is employed 

in the organizations they work due to donors‘ requirement. In addition, all the respondents 

indicated that budget is employed for the purpose of planning. Moreover,  more than 30 

participants gave their agreement budget is employed for communication, for coordination, 

for management control and for evaluation.  

 

All the responses are similar to the detailed responses presented previously except for the 

motivation role. Regarding the role of budget for motivation, only 15 participants out of 40 

gave their agreement that budget has a role for motivation. Therefore, the response given by 

the most of the participants is in contrast to the responses given previously, which is 

inconsistent. 

Table 4.14 Summary of Budget roles  

Status 

Budget is 
used for 
donors 

requirement 

Budget is 
used for 
planning 

Budget is 
used for 

communic
ation 

Budget is 
used for 

coordination 

Budget is 
used for 

management 
control 

Budget is 
used for 

evaluation 

Budget is 
used for 

Motivation 
Yes 

39 40 30 31 35 31 15 
No 

1 0 10 9 5 9 25 
Source :-SPSS 20 
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Figure 4.7 summary of role of budget  
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CHAPTER 5 

5. CONCLUSIONS, RECOMMENDATIONS AND FUTURE RESEARCH 

DIRECTIONS 
 

The  purpose  of  this  chapter  is  to  conclude  the  whole  thesis  and  highlight  future  

research directions. Accordingly, the first part presents the conclusions; the second section is 

devoted for recommendations; Section three highlights the research limitations and finally, 

future research directions is presented in section four. 

 

5.1 Conclusion 

 

The objective of this study was to find out what role does budget play in foreign 

charities/NGOs in Ethiopia. In order to answer this question, relevant literature review was 

conducted considering the role of budget, i.e, Planning, communication, coordination, 

control, evaluation and motivation. In addition, empirical studies in this area were tried to be 

addressed but were hardly available.  

 

Therefore, relevant questionnaires were developed based on the literature and a few empirical 

studies on the role of budget. The questionnaires were distributed to selected fifteen foreign 

charities in Ethiopia expecting to receive responses one questionnaire filled from finance 

department and one questionnaire filled from program department. Accordingly, 40 

questionnaires were filled and received from the selected sample foreign charities which are 

more than expected. 

 

Role of budget for planning  

 
In assessing as to whether budget plays planning role eight questions were developed. 40 

respondents were participated in answering the questions. For question B.1.1 out of the 40 

participants there are only 1 neutral and 2 disagree responses. Similarly for question B.1.2, 

there are only 2 disagree responses. Question B.1.3 has responses of 2 disagree and 3 neutral. 

Question B.1.4 also got responses of 2 disagree and 3 neutrals out of the 40 respondents. For 

question B.1.5 the participants who replied neutral were 5 and disagrees were only 3. 
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Question B.1.6 got 4 neutrals out of the 40 respondents whereas question B.1.7 got 5 neutrals 

and 2 disagrees. Finally, question B.1.8 got 1 strongly disagree and 3 neutral responses out of 

the 40 participants. 

 

 Therefore, out of the 40 participants only a small number of respondents replied that 

they strongly disagree, that they disagree and that they are neutral. However most of 

the respondents gave their confirmation that they strongly agreed and also agreed in 

responding to all the detailed 8 questions and to the single question presented to them, 

that budget plays the role of planning.  

 
Role of budget for communication 

 

In assessing as to whether budget plays communication role five questions were developed. 

40 respondents were participated in answering the questions. For question C.2.1 out of the 40 

participants there were only 1 neutral, 1 disagree and 1 strongly disagree responses. Similarly 

for question C.2.2, there were only 5 neutrals 1 disagrees and 2 strongly disagree responses. 

Question C.2.3 got responses of 6 neutral and 2 strongly disagree. Similarly participants gave 

their response as 4 neutral and 1 strongly disagree for question C.2.4 out of the 40 

participants. Finally, question C.2.5 got 7 neutral and 2 disagree responses from the 

participants. 

 

 Therefore, like the response given for the role of budget for planning, out of the 40 

participants only a small number of respondents replied that they strongly disagree, 

that they disagree and that they are neutral in replying for the questions regarding the 

role budget plays for communication. However most of the respondents gave their 

confirmation that they strongly agreed and also agreed for most of the detailed 

questions and for the single question that budget plays the role of communication. 
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Role of budget for coordination 

 

In investigating as to whether budget plays coordination role five questions were developed. 

40 respondents were participated in answering the questions. For question D.3.1 out of the 40 

participants there were 5 neutral, 1 disagree and 1 strongly disagree responses. For question 

D.3.2, there were only 3 neutral responses. Question D.3.3 got responses of 5 neutral, 1 

disagree and 1 strongly disagree. Similarly participants gave their response as 8 neutral for 

question D.4.4 out of the 40 participants. Finally, question D.3.5 got 9 neutral and 1 disagree 

responses from the participants. 

 

 Therefore, like the response given for the role of budget for planning and for 

communication, out of the 40 participants only a small number of respondents replied 

that they strongly disagree, that they disagree and that they are neutral in replying for 

the questions regarding the role budget plays for coordination. Hence most, of the 

respondents gave their confirmation that they strongly agreed and also agreed that 

budget plays the role of coordination in answering the detailed as well as the single 

question. 

 

Role of budget for control 

 

In assessing as to whether budget plays role of control seven questions were developed. 40 

respondents were participated in answering the questions. For question E.4.1 out of the 40 

participants there were only 2 neutral and 3 disagree responses. For question E.4.2, there 

were only 3 disagree responses. Question E.4.3 had 14 neutral responses which is about 37.5 

% of the participants. 

 

Question E.3.4 also got responses of 1 disagree and 10 neutrals out of the 40 respondents. For 

question E.4.5 the participants who replied neutral were only 3. Question E.4.6 got 4 neutrals 

and 2 disagree out of the 40 respondents whereas question E.4.7 got 10 neutrals and 1 

disagrees.  

 Therefore, out of the 40 participants only a small number of respondents replied that 

they strongly disagree, that they disagree and that they are neutral. Hence, most of the 

respondents gave their confirmation that they strongly agreed and also agreed for the 
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detailed as well for the single question presented to them, that budget plays the role of 

coordination.    

 

Role of budget for evaluation 

 

In investigating as to whether budget plays role of evaluation, four questions were developed. 

40 respondents were participated in answering the questions. For question F.5.1 out of the 40 

participants there were only 9 neutral and 5 disagree responses. However, question F.5.2, the 

total of strongly agree and agree responses were 22 and the total of neutral, disagree and 

strongly disagree were 18 where the difference is only 3.Question F.5.3 got responses of 8 

neutral and 1 disagree. Participants gave their response as 15 neutral and 6 disagree for 

question F.5.4 out of the 40 participants which constitute 52.5% of the respondents for this 

specific question who decline that budget plays role of evaluation. 

 

 Therefore, out of the 40 participants reasonable number, though less than 50%, 

replied that they strongly disagree, that they disagree and that they are neutral in 

replying for the questions regarding the role budget plays for evaluation. However 

more than 50% of the respondents gave their confirmation that they strongly agreed 

and also agreed that budget plays the role of evaluation in responding both the 

detailed questions and the single question.  

 

Role of budget for motivation 

 

In investigating as to whether budget plays role of motivation,  four questions were 

developed. 40 respondents were participated in answering the questions. For question G.6.1 

out of the 40 participants 50% replied strongly agree and agree whereas 50% replied neutral 

and disagree. For question G.6.2, the number of strongly agree and agree responses were 26 

and the total number of neutral, disagree and strongly agree were 14. Question G.6.3 got 

responses of 6 neutral and 1 disagree while the rest replied for strongly agreed and agreed. 

Participants gave their response as 11 neutrals 2 disagrees and 1 strongly disagree for 

question G.6.4 out of the 40 participants. 
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 Therefore, out of the 40 participants reasonable number, though less than 50%, 

replied that they strongly disagree, that they disagree and that they are neutral in 

replying for the questions regarding the role budget plays for Motivation. However 

more than 50% of the respondents gave their confirmation that they strongly agreed 

and also agreed that budget plays the role of motivation in answering the detailed 

questions. 

 However, most of the respondents decline that budget plays the role for motivation in 

responding to the single question which states ―why does your organization employ 

budget?‘‘ 

  

 The reason for giving contradicting replies could be:- 

1. Response bias of participants when they compare the motivation choice in 

relation to planning, communication, coordination, control and evaluation in 

the single question case. 

2. In most cases, reward system in charities is not as is in profit making 

organizations, i.e, reward is rare in charities environment. However, the 

detailed questions regarding motivation explained better and attracted the 

attention of the respondents to give positive responses. 

 

This research concludes that budget plays the role of planning, communication, coordination, 

control and evaluation in the sample foreign charities/ NGOs in Ethiopia. This research does 

not conclude regarding motivation role that budget plays as there are two conflicting 

responses regarding this role. In addition, this research does not conclude  to the population 

of the foreign charities in Ethiopia as the sampling method used in this thesis is Convenience 

sampling.  

 

5.2 Recommendations 
 

 The majority of respondents confirmed that budget plays the role of planning in the 
organizations they work. Therefore, using budget as a tool for planning should 
continue so that charities can achieve their objectives in a transparent, effective and 
efficient way with the help of budget in their planning practice. 
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 The majority of respondents agreed that budget plays the role of communication in the 
organizations they work. Therefore, using budget as a tool for communication should 
continue so that charities can achieve their objectives in a transparent, effective and 
efficient way. 
 
 

 Most respondents confirmed that budget plays the role of coordination in the 
organizations they work. Therefore, using budget as a tool for coordination should 
continue so that charities can achieve their objectives in a transparent, effective and 
efficient way with the help of coordination. 
 

 The majority of respondents confirmed that budget plays the role of control in the 
organizations they work. Hence, using budget as a tool for control should continue so 
that charities can achieve their objectives in a transparent, effective and efficient way 
through the contribution of control. 
 

 More than 50% of respondents confirmed that budget plays the role of evaluation in 
the organizations they work. Therefore, using budget as a tool for evaluation should 
continue so that charities can achieve their objectives in a transparent, effective and 
efficient way with the help of evaluation of employees in relation to budget. 
 

 Regarding the role of budget for motivation, there is no consistency by the 
respondents in answering the detailed questions and the single question. Hence, it is a 
point for further research by anyone who is interested. 
 

 Even though the conclusions arrived at on the sample organizations are based on 

majority principle, detail responses lack uniformity. This indicates that there is lack of 

awareness of role of budget to some extent by the participants in the sample 

organizations. Therefore, organizations need to train their staffs who involve in the 

budgeting process especially those who do not have finance back ground, i.e, 

employees with program back ground but participate in the budgeting process. 

 

5.3. Research limitations  
 

During conducting this research, purposive sampling method was chosen based on the 

information obtained from the charities and societies agency of Ethiopia. All the foreign 

charities were grouped based on the sectors they are engaged. As a result, there were about 32 

sectors. Charities were engaged from a minimum of one sector to a maximum of eight 
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sectors. Accordingly, nineteen charities which engaged in more than five sectors were 

selected for the research. 

 

Based on the selected sample, the foreign charities were approached in order to obtain the 

required information for the research. However, they were not willing to respond to the 

questionnaires except a few, providing reasons such as being too busy, confidentiality of 

information and so on, even though the questionnaires were silent in identification of the 

sample organizations. 

 

Therefore, the sampling method was changed to convenience sampling method enabling the 

researcher to obtain information from fifteen foreign charities through networking with 

people who work in foreign charities/NGOs in Ethiopia. Therefore, this limits the research 

finding to conclude to the population, i.e, foreign charities / NGOs in Ethiopia, but to the 

selected samples only. 

 

5.4 research directions 
 

This research was conducted with the limitations mentioned in 5.3. In addition research under 

the role of budget in foreign charities and as well in any sector in Ethiopia is hardly available. 

Therefore, it is recommended to conduct more research on the role of budget not only in 

foreign charities but also in other sectors. This can enable organizations‘ performance and 

objectives can be easily achieved if budgeting practices are conducted bearing in mind the 

roles that budget play. 

 

This in turn will play an important role in the development of the country if organizations in 

the nation conduct budgeting exercise considering budget purposes of planning, 

communication, coordination, control, evaluation and motivation not for the sake of 

budgeting and for grabbing of resources among competing sections or departments of 

organizations. 
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Appendix 
 

 

 

 

 

Mulugeta Shume MSC student 

Addis Ababa University 

Faculty of Business and Economics 

Department of Accounting and Finance 

Role of Budget in foreign Charities/ NGOs in Ethiopia 

May, 2015 

Dear, sir/Madam  

The enclosed questionnaire aims at exploring information regarding the role of budget in 

foreign charities/international NGOs in Ethiopia. The questionnaire has been sent to selected 

International NGOs‘ Program and Finance and admin staff. The response will be used for 

part of the data needed for the study of ―Role of Budget in foreign Charities/ NGOs in 

Ethiopia‖. The  result  of  the  study  is  expected  to  contribute  the  understanding  of  the 

role of budget in the charities sector.  Therefore, I believe you will assist the completion of 

the study by participating. 

 

The questionnaire includes all the directions necessary to complete the response without 

assistance. Since the success of this study depends on the cooperation of all targeted 

respondents, the information that will be obtained from the questionnaire will not identify 

individual respondents in the study.  Hence, your response will be used in aggregate .I would 

also like to assure you that the information you provide will be accessible only to the 

undersigned researcher only. 

Your honest and thoughtful response is invaluable. 
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N.B. This questionnaire has a total of 10 pages including this page. 
 

Thank you for your participation. 

Kind regards,  
Mulugeta Shume 

Mulugeta Shume     Code  _______ 
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A. Section I – General Question 

 
A.1.What is your level of Education? 

 

             Secondary school                  Diploma                Bachelor                      Masters                     PHD 

     

A.2.What is your area of assignment in your organization? 

  

Finance and Admin                                      Officer              Director    Program coordinator 

Finance              Officer           Director 

Program                          Officer           Director  

               Country                            Director Program Manager 

 

A.3.How often (frequent) does your organization engage in budgeting within a given year? 

 

  Monthly   Quarterly        Semi- annually                yearly                       More than a year  
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A.4. How long is your job experience in years? 

 

 

0 - 5 years           5 – 10 years                          10 – 15 years    more than15 years 

 

 

 

A.5. How long have you been engaged in Budgeting in years? 

 

 

 0- 5years                5 – 10 years         10 – 15years                        more than15 years 

 

A.6. How long has been your organization operating in Ethiopia (in Years)?  _________________________ 

 

   0-5 years    5-10 years        10-15 years  More than 15 years 

 

 

 

 



   79 | P a g e  
 

 Section II – Questions regarding Role of budget in foreign charities in Ethiopia  

B. Kindly put a tick (√) mark in the space provided according to your opinion. 
 Strongly Agree 

5 
Agree 

4 

Neutral 

3 

Disagree 

2 

Strongly Disagree 

1 

B.1.1 Budget helps to prepare organization‘s plan clearly and enables to secure fund from 

donors in your organization. 
     

B.1.2 Budget serves as an action control to think the future ahead and make decision in 

advance in your organization during the budgeting process. 
     

B.1.3 Budget enables to understand the organization‘s opportunities and threats, strengths 

and weaknesses in your organization. 
     

B.1.4 Budget reduces the risk of (failure, missing targets, etc) in your organization.      
B.1.5 Budget through an effective planning process shapes the future, not respond to the 

conditions faced in your organization. 
     

B.1.6 The budgeting process ensures that managers do plan for future operations, and that 

they consider how conditions in the next year might change and what steps they should 

take now to respond to these changed conditions. 

     

B.1.7 Budget process encourages managers/ employees to anticipate problems before they 

arise, and minimize hasty decisions that are made when problems arise, based on 

expediency rather than reasoned judgment in your organization. 

     

B.1.8 Budget can help managers identify current and potential bottlenecks in operations. 

Critical resources can then be acquired to ease any bottlenecks and prevent such 

bottlenecks from becoming obstacles to attaining budgetary goals in your organization. 

(e.g. Shortage of resources) 
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C. Kindly put a tick (√) mark in the space provided according to your opinion. 
 

 Strongly Agree 

5 
Agree 

4 

Neutral 

3 

Disagree 

2 

Strongly Disagree 

1 

C.2.1 Budget involves a top down and bottom up communication in your 

organization. 
     

C.2.2 Top down communication is used to disseminate organizational goals 

and priorities in your organization. 
     

C.2.3 Bottom up communication is employed in your organization to 

communicate regarding opportunities, resource needs, constraints and risks. 
     

C.2.4 Budget through communication function enhances the abilities of 

organizational entities (divisions, functional areas, administrative units, etc) 

to work together toward common goals in your organization. 

     

C.2.5 Top management defines its plans and goals for periods under 

consideration so that other managers and employees have access to this 

information through proper channel of communication. 
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D. Kindly put a tick (√) mark in the space provided according to your opinion. 
 

 Strongly Agree 

5 
Agree 

4 

Neutral 

3 

Disagree 

2 

Strongly Disagree 

1 

D.3.1 Budget through Coordination, forces the sharing of information across 

the organization. 
     

D.3.2 Budget serves as a vehicle through which the actions of the different 

parts in your organization can be brought together into a common plan. 
     

D.3.3 budgeting reconcile differences for the good of the organization as a 

whole, rather than for the benefit of any individual area in your organization. 
     

D.3.4 Budgeting forces managers/ officers to examine the relationship 

between their own operations and those of other departments/ units, and 

identify and resolve conflicts if any, in your organization.  

     

D.3.5 Completion of a budget for all units of an organization facilitates the 

coordination of activities across departments and other organizational units in 

your organization. 
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E. Kindly put a tick (√) mark in the space provided according to your opinion. 
 Strongly Agree 

5 

Agree 

4 

Neutral 

3 

Disagree 

2 

Strongly Disagree 

1 

E.4.1 Budget through an effective planning process makes the control system 

proactive rather than reactive in your organization. 

     

E.4.2 Budget assists managers in managing and controlling the activities for 

which they are responsible in your organization. 

     

E.4.3 Plans are used as performance standards to implement the management-by-

exception form of control in your organization. 

     

E.4.4 The budgeting and planning processes provide a forum that allows the 

organization to arrive at challenging but realistic performance targets (by 

balancing top managers‘ wishes for higher performance with lower-level 

managers‘ information about possibilities) in your organization. 

     

E.4.5 Budgetary control becomes possible with continuous comparison of actual 

performance with that of budget to find out the variances and report them for 

necessary corrective action in your organization. 

     

E.4.6 Negative variances (measured performance below target levels) provide top 

managers an early warning of potential problems and justification for either 

reconsidering the organization‘s strategy or for interfering in the operating affairs 

of subordinate managers in your organization. 

     

E.4.7 Control is exercised with pre-determined standards laid down in the budget 

in your organization. 
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F. Kindly put a tick (√) mark in the space provided according to your opinion. 
 

 Strongly Agree 

5 

Agree 

4 

Neutral 

3 

Disagree 

2 

Strongly Disagree 

1 

 

F.5.1 Budgeted targets are linked to performance evaluations in your 

organization. 

     

 

F.5.2 A manager‘s and / or an employee‘s performance is often evaluated by 

measuring his or her success in meeting the budgets in your organization. 

     

 

F.5.3 Budget provides a useful means of informing managers / employees of 

how well they are performing in meeting targets that they have previously set 

in your organization. 

     

 

F.5.4 Organizational rewards in your organization are linked to performance 

evaluation in meeting the targets. 
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G. Kindly put a tick (√) mark in the space provided according to your opinion. 
 

 Strongly Agree 

5 

Agree 

4 

Neutral 

3 

Disagree 

2 

Strongly Disagree 

1 

G.6.1 Budgets become targets that affect motivation in your organization.      

G.6.2 Employee performs better if they are asked to attain specific 

performance targets that are neither too easy nor too difficult to achieve 

(especially expressed in financial terms) in your organization. 

     

G.6.3 With the expected activities and operating results clearly delineated in 

the budget, employees know what is expected of them; this in turn motivates 

employees to work to attain the budgeted goals in your organization. 

     

G.6.4 To enhance the role of the budget as a motivating device, your 

organization has employees participate in the budgeting process, thus helping 

employees embrace the budget as their own. 

     

 

Kindly make a tick mark (√) as many as you know  
Why does your organization Employ (use) budget?     Because it is  (for 1) 

(1) Donors requirement ____________________ 

Or because it is useful for ( from 2 to 7) 
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(2) Planning        ___________________________ 

(3) Communication_________________________ 

(4) Coordination _______________________ 

 (5) Management control __________________ 

(6) Evaluation ____________________________ 

(7) Motivation ____________________________ 

 

 
Thank you!!! 

 


