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Abstract 

Effective utilization of funds can be expressed in terms of compliance to the approved limit, 

purpose, and time frame. This can be attended by applying proper budget control mechanisms. 

This study was conducted to assess the budget control practices in NGOs by taking in AMREF 

Ethiopia as a case. The study applied qualitative research approaches, with the intention to 

understand deeply the budget control procedures. 30 AMREF Ethiopia staffs who are directly 

working in budget and finance management area were selected. Primary data were collected 

through observation, discussion with 3 focus groups, and in-depth interview with 6 staffs. 

Secondary Data were collected by reviewing organizational manuals and reports. The findings of 

qualitative analysis demonstrate that, the budget development process lacks participation of 

concerned staffs and the budget monitoring process lucks accountability for variances.  To 

improve compliance spending it is suggested that NGOs need to enhance the  participation of 

employees who are engaged in budget implementation, increase their motivation to attend the 

target, provide capacity building trainings in the area of budget and financial management, give 

attention for the overall budget process specially in budget formulation and performance review 

meetings to maintain efficiency in using common resources, and to increase  coordination and 

communication with in departments and units. 

Keywords: Budget control, Fund Utilization and Variance  
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Effective utilization of funds may be described by timely utilization of approved budget, spending 

of funds as per the approved limit, and use of funds specifically for the approved purposes. There 

may be various internal and external factors that would be the reason not to utilize funds as it is 

intended to.  

Since NGOs massively relay on budgeting, the researcher interested to study the impact it has on 

fund utilization. Effective financial utilization is expected in a situation where proper budget 

control is implemented. Whereas based on the researcher prior observation in these organizations, 

there are under and over utilization of funds which utterly convinced the researcher to study deeply 

into the reason why and how this variance is happened, where the gaps are. And it led to the study 

to what extent budget control would assist the proper utilization of funds if it is implemented 

properly. 

The overall concern of this study is how budget as a control device assists managers in ut ilizing 

scarce resources in an effective and efficient manner which result in a targeted financial 

performance to be attained. Financial performance of NGOs can be measured through three core 

criteria; Fundraising efficiency, the extent to which the organizations financial system is 

transparent, and whether the organization has an effective budget utilization or not. (Niven,2008; 

McCarthy,2007; Barman,2007). Implementing budget as a control mechanism can be used to 

monitor the budget statements of the projects and programs to ensure that the expenditures are in 

line with budgets.  

Assessing budget in relation to financial utilization is crucial on many grounds; First, the case of 

some foreign NGOs might face cost rejection by donors because of the purpose of spending may 

not align with the approved one. Second, spending as per the approved limit or underutilization of 

funds during the budget period activities and procurement of capital assets might be canceled due 
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result from one country study differ from another country result due to institutional difference, 

level of economic, social, political, cultural and other differences. 

Hence, this research is done to fill a little bit of this gap at least in Ethiopia.  

1.3.  Research Questions 

The study tried to address the following questions by making a critical evaluation and analysis.   

1. How do NGOs design and use their budget as a control mechanism?  

2. Why do NGOs face budget variance? 

3. What are the financial management policies and procedures implemented by NGOs? 

4. How can organization financial/fund utilization performance can be improved using budget 

control system? 

1.4.  Objective of the study 

The main objective of the study is to assess budget control practice in NGOs. The specific 

objectives of the study are: 

1. To assess budgetary control techniques in AMREF in Ethiopia 

2. To identify challenges associated with budget control in the organization.  

3. To assess possible reasons why budget variance happened in the organization 

4. To assess ways in which the financial utilization procedures and policies in the organization 

can improve through budget control measures. 

 



8 
 

1.5. Significance of the study 

The main contribution of this study is expected to emphasize on the assessment of budget control 

and fund/financial utilization of NGOs. So, the findings of this study would benefit ultimately the 

management of AMREF in Ethiopia to identify where their gaps are in financial utilization 

procedure, in performing well in relation to budget, and help better understand how or why it 

happened. And the recommendations in the study may guide the management body; especially the 

budget holders and finance department on how best budget might be used to control measures in 

improving financial utilization and performance. Also, it would help organizations in similar 

scenario to be more informed on what practices are most effective to improve their financial 

utilization and performance through budget control. Also, may enable policy makers of NGOs to 

best understand and use budget control as a mechanism to improve their financial utilization and 

performance. Secondly, this study would contribute to the existing body of knowledge on the effect 

of budget control on financial utilization and performance. It will also help future scholars who 

will endeavor to undertake a study on similar titles in NGOs. Finally, the accomplishment of this 

research will be helpful for the researcher to fulfill the requirement Research Methodology in 

Accounting & Finance courses. 

1.6. Scope and Limitation of the Study 

The primary focus of this research is to assess the budget control mechanisms and financial/fund 

utilization of NGOs. Qualitative approach was implemented. The research populations were 

employees working as full-time staff in AMREF in Ethiopia, whom program staffs and Finance 

staffs work is directly related to budgeting and finance. The total number of 30, of which four are 

program managers, six are project managers, another six are project officers, four are program 
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accountants, six are finance officers, one is senior finance manager, two finance managers 

(accounts and grant sections), and one is program coordinator.  

Sample size was determined when the researcher reaches a point where no new information is 

obtained from further data at saturation point or when adequate data collected for a detailed 

analysis. A case study research method is adopted. In-depth investigation, through the 

investigation of day-to-day activities of participants, the researcher tried to understand practices 

and trends involved in the organizations. Data was gathered from various sources. Semi structured 

in-depth interviews were conducted with key informants and focused group discussions have been 

conducted. Policies, procedures, rules, and regulations have also been assessed from organizations 

manual to confirm the interview data, observation, and a survey of financial reports was 

implemented  

The study delimited to AMREF in Ethiopia (a case study). The main limitation of using a case 

study research design is its inability to scientifically generalize findings (Yin,2009). Therefore, the 

focus of the thesis is not to produce a theory that is statistically generalizable to all populations but 

rather it is to study deeply and understand what factors needed to consider to take budget control 

as a proper means of internal control to utilize financial resources effectively. As per the argument 

by Yin (2009), case studies are considered to take too long and results in massive and unreadable 

documents. But I tried to make this thesis a concise, precise, and clear to make this argument would 

not be an issue. 

1.7. Organization of the paper 

This paper composed of six chapters; the first chapter gives an overview of the study i.e.  

Introduction stated the objective, significance, and research problems. And chapter two deals with 
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the review of related literatures which contains theoretical as well empirical evidence, summery, 

and research gaps. Chapter three discusses about the research methodology which deals with the 

data collection and analysis procedure that the researcher used. While Chapter four contains data 

presentation and discussion. And finally, chapter five comprises conclusions and 

recommendations 
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CHAPTER TWO 

LETRATURE REVIEW 

2.1. Essence of Managerial control 

Planning and controlling operations of organizations are the major functions of all managers 

despite the nature of the organizations.  Planning involves establishment of the objectives, goals, 

policies, and standards of an organizations. Mainly three types of plans are prepared: namely, 

strategic, tactical, and operational plans. Strategic plans are designed by top-level managers having 

the entire organization in mind and begin with an organization's mission and its long-term plan. 

Tactical plans support strategic plans by converting them into specific plans relevant to a distinct 

area of the organization and are prepared by middle level managers. Operational plans are made 

by low-level managers, focused on the specific procedures and processes that occur within the 

lowest levels of the organization i.e. detail routine tasks of the department.  (Bedeian, 1985, p. 6). 

Managerial controlling process is essential for measuring and evaluating actual performance, 

through alternative control approaches. This helps to ensure accomplishment of enterprise 

objectives.  Preliminary controls or feed forward approach are used prior to the activity to ensure 

availability of right resources. Concurrent controls (periodic performance report) monitor by using 

personal observations and reports of current activities to ensure policies and procedures being 

followed during actions. Feedback control (post action) is used past results to control future. 

(Welsch,1998, p.16) 

Bedeian (1985,p.15) stated that, most organizations use a control process designed to help and 

monitor the periodic activities. They follow several phases like: Compare actual performance for 

the period with the planned goals, prepare a performance report that shows actual result, planned 
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result, and variance between the two. And determine the cause of the variance by analyzing the 

variance and related operations. The processes would also help identify where and how the 

variance happened and help in indicating the gap for the next time plus to take corrective actions 

.It will also serve as alternative corrective action for deficiencies and learn from the success story 

on the go and seek corrective actions-from the alternatives from which the list of corrective actions 

select the best and implement to correct it. Follow ups, whether the applied corrective action is 

workable or not should be followed. According to The Controller's report (2001) on a strategic 

level, budgeting clarifies organization competitive priorities, advantages, and strategies for the 

future.  

2.2. Budget as a Tool of Control 

 Continuous controlling of costs through budget is known as budgetary control. Budget control 

system started by establishing a detailed budget. Suberu (2010), stated that budget and budgeting 

facilitate effective utilization of available funds, improve decision making, provide a benchmark 

to measure, control performance, increase general communication, analysis within the 

organization, and establish understanding between managers about goals and objectives. And this 

all maintain credibility of an organization. 

In budgeting, the focus is not only about budget preparation, but also the follow ups and monitoring 

of operations (Kipemboi,2013). Establishing budgetary control involves budget establishment, 

continuous comparison of actual plan with the budgets for achievement of targets, fixing the 

responsibility for failure to achieve the budget figures, and revision of budgets in the light of 

changed circumstance (Gopal,2009). 
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to use for budgeting depends on several factors, where our main sources of income come from and 

the stability of our home economy. In deciding the currency type, we need to decide wisely by 

considering several factors. (Lewis, 2015) 

Central support budgets: We need to consider a budget for the central support costs, so they do 

not get overlooked and the costs are clear. Charging a project projects in a fair, consistent, and 

justifiable way that benefit from the support that is provided by using different ways. 

Proper Delegation of Authority and Responsibility: According to Gopal (2009), a clear 

organization chart explaining the authority and responsibility of each executive individuals helps 

in successful budgetary control.  

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

level, budgets are executed at the lower level. So, participating those who implement will help 

them to work on achievement of it. In NGOs, several people with specific roles involve in 

budgeting process. The board of director may come in by discussing and approving annual budget 

while chief executives can be expected to oversee the annual budget process and some decisions 

like delegating someone to coordinate the budget process.  

Senior managers Set budget guidelines and assumptions. They need to give clear direction and 

advice to those who are developing budgets to ensure consistency and timely completion. Program 

teams Produce detailed budgets for their activities/projects and finance team support the budgeting 

process. The finance team provides important technical support and information for the budgeting 

process. i.e. provide data on previous activities, advise on pricing, summaries, and consolidate 

budgets. (Lewis, 2015) . Participation also helped to motivate staffs; when a person set some goal 
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or objective, he/she should be motivated to improve their working to achieve the goals set in the 

budgets. 

2.2.1.3. Budgeting Techniques 

According to C. Adams et al (2003), a budgetary technique as the budgeting methods that have 

been adopted by different organizations to achieve various goals. In NGOs, mainly there are 

several types of budgeting approaches: Incremental, zero-base budget, Activity based, Bottom-up 

and Top-down.  

Lewis, (2012, p. 72) argued that, the first two approaches are mainly used to creating budgets in 

NGOs. 

Incremental budgeting approach: This budgeting approach is most appropriate for Projects 

where activity and resource levels change little from year to year. It is a very simple and quick to 

create but it has its own drawbacks like risk of repeated errors and difficulty to justify the figures 

because of the original calculations that may no longer be available. 

Zero base Budgeting approach: This budgeting techniques uses for new and one-off projects, or 

those that for Projects where activity and resource levels change a lot from year to year. It is more 

accurate, and costs are easy to justify though it is time taking. 

Activity Based: Is the form of zero-based budget where the budget is built up from a detailed 

activity plan. 

Bottom up approach: Is a budgeting approach where the budget is established by team members 

who have responsibility for using the budget during implementation of the activities. 
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consolidated variance information on a regular basis enables budget holders to understand and 

improve underlying budget assumptions and estimation techniques.  

2.3.3. Budget Revision - Taking Corrective Actions 

Revision of budgets in light of changed circumstances once an organization developed a detailed 

revenue and expenditure budget due to several uncontrollable external or internal factors, it needs 

revision so that businesses utilize a budget revision process to trim excess spending, re-allocate 

revenues, and make allowances for unexpected or uncommon expense. One of the characteristics 

of budget is its flexibility due to the uncertain nature of business environment while the future is 

unknown. Regardless of the best planning and foresight, still there may be occurrences that may 

require adjustments. Budgets needs to work in the changed circumstances.  

There are several factors which hinder us not to align to the budget set like inflation, deflation, 

activities that have been changed or canceled etc. This situation may make it necessary to revise 

the budget. According to Blocher (2010), revisions procedures may 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. This organizations should provide 

justification to pursue sponsoring agencies (donors) about the revision and permission to go on. 

2.4. Financial utilization and Management in NGOs 

 For any organizations, financial management is a vital activity. To achieve organizational goals, 

financial management plays several roles in relating to scared financial resources like; planning, 

organizing, controlling, and monitoring. In profit making organizations the purpose of financial 

management is maximizing shareholders wealth through profitable management of resources. As 
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2.3.1. Effective Fund Utilization practices  

Financial management is not just about keeping accounting records. It is an important part of 

program management and must not be a separate activity left to finance staff. Financial 

management entails planning, organizing, controlling, and monitoring the financial resources of 

an organization to achieve objectives. In practice, financial management is about acting to look  

after the financial health of an organization which involves: Managing scare resources, managing 

risk, managing strategically, and managing by objectives means that financial management process 

plan, do, review takes place on a continuous basis.  

In the view of Lewis (2015), in managing donor funds, we need to make sure that the following 

factors are taken into consideration: 

Financial manual: All financial policies and procedures are found in the organizations financial 

manual. The manual used by the finance team for day-to-day operations can also serve as a 

reference for other departments too. It helps to maintain consistency in operations, Consistent use 

of financial policies, and procedures that are important for efficient operations. Also, Fowler 

(1995) said NGOs need guidelines to increase trust and awareness about their organizations. 

Capacity of Finance staff: Good financial management is dependent on staff with the right skills, 

support, and attitude to carry out their responsibilities. All staff have a role to play in financial 

management. The accounting staff are part of a wider team including the executive director, 

program managers, and (where applicable) the board. Integrating good financial management into 

programs involves budget holders and finance staff working hand in hand through all the stages of 

the financial cycle. The number of finance staff and the assigned roles and responsibilities should 

reflect the value of the overall operating budget, internal control needs, and segregation of duties. 
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should undertake an annual audit linked to the release of financial statements and conduct project-

specific audits as per donor requirements. The governance of an organization should review audit 

reports and hold management accountable to undertake necessary corrective action. 

Shared project costs and indirect cost sharing core program costs: - Common administrative 

costs should be shared by each cost centers in order to efficiently allocate it proportionally. Every 

organization needs a clearly stated policy on how it will share common costs. From the very 

beginning of proposal development or proposed budget, the organizations should reflect those 

costs as percentage overheads or as some specific indirect costs. And negotiation with donors is a 

common experience unless the donor strictly set the limit on the award document (Lewis,2015). 

2.3.2. Aids of Effective Fund Utilization 

The primary objective of NGOs that are donor funded is ensuring the resources provided by the 

donor are utilized in the most efficient manner possible (Copeland, 1978). Therefore, to be 

accountable for donors and other stakeholders, having proper accounting system is helpful to keep 

track of expenditures and remittance.  Submitting timely reports to donors will enhance good 

relationship between donor agencies and the organizations to easily manage all funds in a proper 

manner and to maintain financial reports and show their entire spending to the regulatory bodies 

as per the agreed terms.  

Implementing proper control mechanisms via complete financial planning, coordination, and 

control also help to eliminate and prevent misuse of resources. By framing well defined financial 

plans and policies, NGOs also earn good reputation within its community. They can also improve 

their current status and look forward to gain trust, faith, and reliability. This will enhance their 

credibility. 
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projects. To improve budgeting and budget monitoring practice in the NGOs, the study 

recommended that staffs responsible for budget monitoring and project implementation should 

participate in budget preparation as it increases accuracy forecast and motivate them to feel 

belongingness. Variance to be done on regular bases mainly in a monthly close of financial system 

is needed so action will be taken to under or overspending. 

Daniel (2015) conducted a study aiming to examine the determinants of donor funds utilization 

specifically public sector capacity building programs (PSCBP) fund in implementing Sector of 

Oromia National Regional State in Ethiopia. The study adopted a descriptive research design. 

From the target population of 127 employees of Procurement, Finance and property administration 

and internal audit departments of all the five implementing sectors, the study used 50% of the 

target population as a sample which is a total of 64 by using stratified sampling techniques. Both 

primary and secondary methods of data collection were applied. Primary data was collected by 

using structured questionary and secondary data was obtained from documents. Descriptive and 

inferential statics were used for analysis of the data. The study focused on three key factors: first, 

financial management which are explained by four variables accounting systems, accounting 

practices, budgets, and donor regulations. Then, technical factors which includes appropriate 

technology, adequate infrastructure, and equipment to support new technologies, skilled personnel 

in ICT, adequate coordination at different levels in making effective use of the technology, quality 

data systems, and lack of compatibility. And managerial factors which are described by managerial 

capacity of the human resources of the implementing agencies, Formal training in foreign aid 

management, budgeting and accounting by donor funds projects officers, Quality and t imeliness 

of the liquidation documents complicate the donor fund release, Supportive leadership styles, and 

culture.  
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Finding of the study stated that inadequate funding, wrong timing in funds disbursement, lack of/or 

inadequate human resource capacity (knowledge and skills), lack of accountability (overstatement 

of prices and use of substandard materials), insecurity, disagreements among beneficiaries, and 

socio-cultural obstacles are mainly affected donor aids. He argued that lack of the formal training 

in foreign aid management, budgeting and accounting by officers engaged in donor fund 

implementation. Lack of skill may lead to poor understanding of donors' requirement and 

restrictions resulting in unallowable costs, which lead to rejection for further funding by the donor. 

This affected by the quality and timeliness of the liquidation documents, complicate the donor 

fund release and it finally affected donor aid effectiveness. 

The other study conducted by Muleri (2001), aimed to determine budgeting practices amongst 

British NGOs in Kenya and examine the extent to which budgets are used in management and 

control of the British NGOs. The researcher targeted population was  sixteen NGOS funded by 

British. Data was collected by using questionary and field study. Descriptive analysis was 

applied.The study reviled that budgets are standard practice in NGOs and form an integral part of 

the planning process. The study also found that most organization used modern practices as zero 

based or priority-based budgeting to reduce financial mismanagement. The study also stated that 

aspects of cost effectiveness are not considered in the budget management and once budgets are 

approved, little effort is made to use them to control the activities or measure performance of the 

budget holders. Finally, the study recommended that budget management should be adopted as the 

yardstick to measure performance in NGOs. 

Kimunguyi (2015), on his study established the effect of budgetary process on financial 

performance of NGOs in health sector in Kenya, applying priority-based budgeting theory. The 

objective of the study was to establish the influence of budgetary process on financial performance 
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of NGOs in health sector in Kenya and the significance test showed that influence of budgetary 

process on financial performance was statistically significant. In his thesis he concludes that good 

budgetary management processes through budget planning, training, and budget information 

systems improve financial performance of NGOs in health sector in Kenya.   

2.5. Chapter Summary and Research Gaps  

The technique of Controlling costs regularly by using budget is known as budgetary control and 

the process starts by preparing a detailed budget which will be followed by periodical comparison 

of actual result with budgeted and taking corrective actions when needed like budget revisions. 

Organizations use different approaches of techniques based on the type of project/activities. 

Budget preparation starts with forecasting a wide range of factors. 

Budget serves several purposes for NGOs in addition to the stated general purposes that budget 

has for all types of organizations i.e. Planning, Coordination, Communication, motivation, control 

and monitor, and performance evaluation. It serves additional functions for well-managed 

nonprofits like, as Fundraising tool, financial and operational guidance, to measure and guide 

current and long-term financial health and operational effectiveness. And it might also be used as 

an authorization for acquisition and use of resources to monitor actual income and expenditures. 

Perhaps, several stakeholders of this organizations i.e. donors, government, the NGO itself, etc... 

also uses the approved budget for controlling and evaluating implementing partners financial 

performance.  

 The quality of a budget is expressed by its level of clarity, ease of understandability, inclusiveness 

of all relevant income, and expenditure items. Costs should be clear, justified, and accurate. 

Besides, calculations should be clear and at the same time should provide explanatory notes where 
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CHAPTER THREE 

RESEARCH DESIGN AND METHODOLOGY 

This chapter highlights the methodology used in conducting the study. It focuses on the following: 

the research design, sampling techniques, population, data collection methods, data analysis 

methods, research procedures, data validity, and ethical considerations. 

3.1.  Research Design   

The purpose of this research was to study deeply the budget control and financial utilization 

procedures and practices in NGOs and to investigate the reason why budget variance occurred in 

a situation where there is a budget control mechanism. The research was conducted in a way it 

might enlighten on a clear understanding on how the implementation of proper budget as a control 

mechanism will assist effective utilization of scare resources. Therefor the researcher preferred to 

apply qualitative method to understand the phenomena deeply. 

According to Silverman (2005), a qualitative research method is the most suitable and applicable 

if the researchers wish to study a phenomenon or a situation in detail. So, it gives me the chance 

to collect in-depth data to understand the phenomena under study to be described in detail. Also, 

those how and why questions in the study are addressed by using qualitative methods. As per 

Mason (2011), by doing qualitative research, the researchers have the capacity to constitute the 

arguments about how things work in a context (Mason, 2011). 

 Qualitative research method also facilitates exploration of a phenomenon using a variety of data 

sources (Baxter,2008). This ensures that the research problem is explored through several sources 

which allow the phenomenon to be accurately and accordingly revealed and understood as it allows 

the study to apply data from several sources. 
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3.3. Data collection procedures 

Data has been collected from both primary and secondary sources. Primary data has been collected 

through observation, focus group discussion and semi structure in depth interview. And secondary 

data has been collected by reviewing various organizations manuals and reports. The research 

adopted a three- stage design which allowed inferences amongst the stages or the stages are linked 

to one another in such a way that one would offer a lead or draw inferences from the other. These 

stages were followed:                        

A, Observation   

According to Schroder (2003.p.154), the researcher must obtain a certain amount of knowledge 

about this interaction in order to be able to conduct a meaningful and focused conversation with 

the informants about it. Attempt was made to observe how various procedures are implemented in 

relation to budget and financial management. Thus, I had had a chance to spend about six months 

as a consultant in finance department in the case area before i got a chance to participate in budget 

preparation. And on monthly review meetings and on several times, I took notes observing various 

interesting issues in relation to the subject. One of the strongest points made for observation 

research is being physically there, witnessing the events being researched. (Deacon et al. 1999). 

Based on my observation I decided who should participate in focus group discussion and in one to 

one discussion and identified areas to be discussed with each group. 

B. Focus Group Discussion   

This means that individual invited to participate in focused groups had to be able and willing to 

provide the desired information and be representative of the population of interest (Hansen, 1998). 

The respondents for this research included nine participants in three focus group discussions. The 
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first two groups composed of three finance officers, three project manager and three project 

officers, and one focus group composed on four program accountant and four program managers. 

Attempts were made to keep the power balance of FGD participants and heterogeneity will be 

ensured. Hansen et al. (1998, p. 268) argue that one focus group should have a minimum of six 

groups. During both focus group discussions, I had indented gaps to be worked on.  

Preparation of interview guide: - According to Dilorio et al. (1994), the interview guide serve as a 

control mechanism to ensure that all the desired information is sought it has a purpose to direct 

group discussion and to stimulate conversation about the research topic. To control my data, I 

outlined an interview guide to make sure that the focus group discussions are rigorous on the 

themes relevant to my research.  

Researcher role as a moderator: - The researcher role was to ensure that the conversation in the 

group did not stray from key themes in the research. Composition of the three Focus groups are as 

follow. 

Position of the person in the organization # employees   

Program Accountants 4   

FG1 Program Managers 4 

Finance officers 3  

FG2 Project Managers 3 

Project Officers 3 

Finance officers 3  

FG3 Project Managers 3 

Project Officers 3 

Table.2. Focus group participants composition  
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sources, in-depth interview with different staffs of the organization mainly the senior finance 

manager, program managers and program accountants who are mainly worked in related to budget 

management, the finance manager-accounts section who directly involved in managing the 

payment department, and the finance manager-grants who mainly direct the reporting and 

communication of donor related reporting. Observation and reviewing of several documents, 

manuals, and reports to compare with the evidence generated from the interview and focus group 

discussion were involved to identify additional data. Two group of focus group discussion which 

contains program and support staffs each contains ten persons used to identify the gaps where to 

focus and used to triangulate the data collected from various sources. 

According to Saunders et al. (2009), one means of controlling bias and producing reliable data for 

analysis is recording interviews. All interviews have been recorded to obtain a permanent record 

of interacting interviewing data, which the researcher intended to listen when it was needed to 

make necessary adjustments at different stages of the paper.  

Finally, different staffs who were participated in the interview mainly the finance manager-grants, 

senior finance manager, and program managers were later contacted for further clarification on 

certain issues. This was done to avoid the subjective interpretation, in order to reduced 

interpretation biases.  
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CHAPTER FOUR 

RESULTS AND DISCUSSIONS 

4.1. Introduction 

This chapter consists of four sections; The first section presents a short description of the case area, 

then the budgeting control producer for the overall organization is discussed. Further, the financial 

management strategy, major causes of variance in the organization, and financial utilization 

producer are discussed.  

4.1.1. Overview of the case area 

African Medical and Research Foundation in Ethiopia is a registered international NGO under the 

Ministry of Justice and Charities and Societies Agency of Ethiopia. Though the presence of 

AMREF in Ethiopia dates to the 1980s. For nearly 40 years, it predominantly remained an ad hoc 

assortment of activities such as occasional trainings and surgical outreach visits.  A project office 

was established in 1998 and in 2002 AMREF established as a full-fledged Country Program in 

Ethiopia. 

Currently the organization implemented about 29 projects funded by several international donners. 

These projects are funded mainly by USAID, DFID, UNICEF, EU, Canada, SIDA, Netherland, 

Spain. The organization implemented several projects with different requirement, reporting 

format, currency, lifetime, policy, and procedures, reporting time etc. 

The organization followed accrual bases of accounting and the accounting period of the 

organization covers a period of one year from October to September which sometimes differ from 
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is a must before implementation of activities. Then Sr.FM in consultation with the directorate of 

operations assigns analysis codes, cost center codes and grant code for the new projects.  

Operational budgets are   monthly / quarterly project/program financial plans based on an approved 

funding and work-plan for a specific time period and are used to monitor project/program financial 

performance. This budget is prepared for a specified period showing the sources of funds and how 

the funds shall be spent on a monthly/ quarterly basis. And prepared in local currency as all 

expenditures to be incurred in local currency and translated to US dollars using the applicable 

conversion rates as provided by the Sr finance manager. 

Finally, the annual Budgets: which is a summary of planned country / program activities in 

monetary terms for one financial year. Once the annual budgets approved by the board for all the 

cost centers and capital items, it is called board approved budgets, which are then consolidated to 

come up with the Country Office and Head office. The senior finance manager then consolidates 

all the cost center budgets and comes up with country office budget. The Country Office budget 

will then be approved and placed by the country director before submission to directorate of 

operations. The board approved budgets include all budgets for activities which are already funded 

and are the budgets for activities AMREF already have funds for or the sources of funding are 

identifiable and reliable. The Annual Board approved budget then used as a base for monitoring 

organizational financial performance to the board. 

What mechanisms does your organization use to keeps accounts income and expenditures from 

different sources separately? These questions have been forwarded to FM-Grants. Based on his 

response, there is coding procedures to separately account different projects. 

As per the respondents, it is stated that, for ease of reporting and identification of 

each projects the Sr. Finance manager in consultation with the assigned program 
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accountant (grant staff) assign analysis code which is cold T-Code or transaction 

codes which are alpha numeric. For a new grant to start a completely new activity 

a new cost center code (T1 code) opened in the accounting system at the same time 

grant code (T2) also created by accountants. Then the Sr FM authorized the new 

cost center code in the accounting system to be activated. When the new grant is to 

support an existing cost center, it may be suitable simply to use the existing cost 

center for accounting and to adjust its budget, rather than to open a new cost center. 

(Personal communication, June,2019) 

Each cost centers are managed by responsible manager, who have responsibility to 

implement cost centre activities as per approved plan and in line with the 

organization policies and procedures. The budget holder also is responsible to 

spend available funds effectively, to review the actual progress on activities and 

expenditure from time to time with cost center staff and senior management; to 

propose amendments to plan and budget as necessary to better achieve objectives, 

and to report progress to donors. Therefore, the process can be managed easily as 

the budget holder is fully delegated to follow the overall activities of specific 

projects. (Personal communication, June,2019) 

To in place successful budget control, proper delegation of authority and responsibility of each 

executive individual is vital. (Gopal,2009)  

The budget preparation process in the organizations lacks participation of all staffs. Even staffs 

that are directly participated in the implementation of the projects are not encouraged to forward 

their opinion and have influence on the decision.  

According to the respondent, the number of participants in budget formulation 

depends on the volume of the project and the donor type. As explained: When the 

donor is new and if the organizations are not familiar with the donor requirement, 

some of the senior management members need to participate in the proposal budget 

development since they believe they should invest their time and energy to win the 

grant. In other ways, only the assigned program managers and accountants are 

responsible to develop budgets. (personal communication, June,2019) 

In proposal budget development the assigned program Manager prepares the activity plan for the 

entire project period then together with the program accountant prepare the details of all the 

resource requirements and quantities required for each line item. Based on the information 

provided, the accountant then cost all the activities together with the administrative and personnel 

costs and prepares the proposal budget. It is the responsibility of the accountant to ensure accuracy 
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the finance officers, project officers as well as half of the project managers never involved in 

budget preparation process. (FG2 &3 discussion, June,2019) 

The above findings showed that the budget preparation process in the organizations lacks 

participation of all staffs. Even staffs who are directly participated in the implementation of the 

projects i.e. project manager, project officers, and finance officers are not involved. This implies 

staffs are not encouraged to forward their opinion and have influence on the decision making from 

the very beginning of budget development. This may have many effects on their motivation 

towards attaining the target. It is evidenced that, to facilitate proper utilization of funds as per 

approved limit, purpose, and time participation of staffs especially those who are engaged in 

budget implementation in budget development are very essential. 

According to Hansen et al. (2003) to facilitate successful implementation of projects, actively 

involvement of all staffs in the budget development process is essential. It helps to motivate them 

to meet the target. Further, since budgetary participation and communication can increase 

employee acceptance of budgetary objectives, budgetary participation is very advantages when the 

budget is used for controlled purposes and a greater emphasis is put on it (Brownell, 1983). 

Based on the information obtained from FG1 discussion, there are problems in relation to budget 

preparation. Participants have stated a number of challenges that they were confronted: They have 

a strong feeling that senior management members do not give attention for the budget development 

process and perhaps see it as a simple routine. Plus, as the budget process lacks participation of 

concerned staffs like procurement, logistics and HR the researcher asked to believe they are facing 

problems to best estimate or to get reliable current market prices of materials and services. This 

causes under and over estimation of costs. (FG1 discussion, June 2019) 
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According to Fowler (1995), Consistent use of financial policies and procedures are important for 

efficient operations. So, it is recommendable to use financial manuals as all policies and 

procedures found on it. 

After reviewing the finance manual, I had forwarded the first question to the sr. finance manager 

about the chart of account, as it has been several years since the financial manual was printed, is 

that compressive enough to cope with different donors budget lines descriptions? As the 

organization currently implement several projects. The sr. finance manager explained that Even if 

the chart of account in the financial manual is an old version, currently they use the revised one. 

This is not compiled in the manual yet, and she said they have amended it several times to make it 

compressive and well detailed. (Personal communication, July,2019) 

To compare the budget to actual performance easily, it is important to align the account codes and 

descriptions with the organization chart of accounts. Moreover, chart of Accounts encourages 

consistent use of codes in the accounting records, budgets, and reports. This assists the financial 

reporting process and promotes transparency. (Lewis,2015) 

The manual also comprises the department organogram; the finance department managed by the 

senior finance manager and has two sub departments: Finance-Grants and Finance-Accounts. The 

first unit is mainly responsible for grants management and donor reporting which is led by the 

finance manager-grants and consists of four program accountants who are directly work with 

program staffs. And the second unit finance department- accounts are working on disbursement, 

reviewing, and recording of financial transactions. This department also led by finance manager 

accounts and have six finance officers. Also, it stated the responsibility and authority of each 

executive clearly. 
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Gopal (2009) argued that a budgetary control to be successful, a clear organization chart explaining 

the authority and responsibility of each individual executive is essential. 

As stated in the financial manual, the organization has a clearly stated policy on how it will finance 

its central support costs. According to the interviewee, overhead recoveries can be done either 

directly by expensing the institutional cost directly to the project or indirectly as a percentage of 

direct project costs incurred. The current minimum Overhead recovery rate of the organization is 

19%. 

Every payment is authorized by budget holder or delegated person. No payments made before or 

without authorization. 

According to the respondents, the cost center manager approved all commitments 

and expenditure on the cost center up to the limits of the individual line items in the 

funded budget and subject to his/her personal authority limits for individual 

transactions. For high-value expenditures or commitments over the set limits, 

authorization may also be needed from a more senior line manager mostly the 

program coordinator and Director of programs. All transactions code i.e. cost center 

codeT1, donor grant report code (budget line code) T2 are provided by the budget 

holder then finance officers code the proper GL or accounts code. (personal 

communication, July, 2019) 

This implies, in the organization budget are used as a means of payment authorization. 

He also stated that, after payments being affected, all transactions have posted to the accounting 

system by finance department- accounts section staffs. The role of these employees is just 

recording the transaction as coded by budget holders. (FM-Accounts, personal communication, 

July, 2019) 

As per the discussion it has been reviled that, all the finance officers who record transactions in 

the accounting system does not have enough knowledge of budget codes and cost centers. The role 
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CHAPTER FIVE 

SUMMERY, CONCLUSION, AND RECOMMENDATION 

5.1. Introduction 

The objective of the study was assessing the budget control practices in NGOs by taking AMREF 

Ethiopia as a case area. These were done by assessing; budgetary control techniques and identify 

challenges associated with budget control, financial utilization procedures, policies, and causes of 

variances. And then to locate the main problem areas that seek attention and improvement. In 

doing this, several relevant literatures were reviewed; primary and secondary data were collected. 

From samples of 30 AMREF staffs who are directly working in budgeting and financial 

management through focus group discussion and in-depth interview. Documents were also 

reviewed. 

Therefore, this chapter presented Summery of findings, conclusion, and recommendations of the 

study. 

5.2. Summary of the Findings  

The study aimed at assessing the budget control practices in AMREF in Ethiopia and to locate the 

key problem areas that seeks attention and improvement. 

Therefore, the following major findings were obtained based on the analysis. 

The Organization prepared several types of budgets. These budgets are prepared by the 

organization or funders format as applicable. All budgets are approved by top managements. In 

addition to the general-purpose budget has, this organizations uses budget for any negotiation with 
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allocating scarce resources to those  activities that officials deem to be the most important and 

rationing it to those areas  deemed less vital. 

There are no capacities building trainings for staffs who are engaged in budget preparation. It has 

been revealed that these staffs faced difficulties in preparing budget as situations changed i.e. 

policy, donor requirement etc. 

The approved budget has not been formally communicated to the concerned departments and units 

in a timely basis. 

The result of the study indicated that, budget versus actual report has provided by the finance unit 

monthly. Budget holders use this information for budget monitoring and variance analysis. 

Performance review meetings with budget holders conducted monthly. 

However, the study finding showed that there are areas which affected the budget control and 

monitoring process. 

Budget holders got financial reports in a monthly basis and rely on that information for making 

decisions throughout the month. Also, financial transactions are not recorded timely so no interim 

reports can be generated. This implies the accounting system is not supportive enough to make 

effective decision in controlling expenditures. 

FGD discussion participants argued the program staffs have no enough accounting knowledge to 

understand financial reports and to comply accounting policies. 

Though performance review meetings conducted every month, key staffs from different 

departments who have the responsibility to implement the project were not participating. This 
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meetings on a regular basis should have enabled to challenge underlying budget assumptions, 

estimation techniques, and put coordinated efforts for the achievements of objectives but the 

accounting system is not supportive enough to get interim reports as need. 

Budget revision has been conducted semiannually or annually, and it is mainly based on the donor 

agreement. These organizations provide detail justification to pursue sponsoring agencies. 

Repetitively revision of budget implies weak budget preparation and control, and these 

organizations should focus on the preparation to reduce back and forth and to get better image in 

the eyes of donors. The organization followed different procedures in revision of different budgets 

revisions. 

The organization faced various types of deviations while implementing projects. Based on the 

analyzed data, the researcher concludes that the main reason for variance is the week effort in 

budget control process. Most of the participants agreed that there is huge gap in the preparation 

and monitoring of budgets. 

It is reported that due to underspending of delays in implementing activities, no cost extensions 

have been requested several times. And some costs have been rejected due to overspending of 

funds above the limited level.  

In addition to budget control related factors, other external factors like foreign exchange rate 

fluctuations in the market, new donors and projects requirement, and problems related to 

government and other stakeholders have contributed for ineffectiveness regarding utilization. 

NGOs executed several internal rules, regulations, policies, and procedures in maintaining proper 

financial management practices. To establish consistent management of budgets and funds, the 

organization prepare financial/budget manual. Consistently following organizational rules and 
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regulation, helps to establish efficient operations and contributes a lot to meet the intended 

objectives. The manual in this organization is not traceable by staffs, thus the tendency to comply 

to budget and financial policies and procedures might be affected due to this. 

All payments were authorized before effecting payments as budget holder uses the reports that has 

been shared at the beginning of the month to make related decision. The appropriateness of the 

figures in the report directly affected the spending limit. Also, due to lack of accounting and 

finance knowledge of program manager, it is exhibited that they could not easily understand what 

the finance section provided for them. This also has affected them to comply to accounting 

policies.  

Capacity development trainings in relation to budget and financial management have not been 

provided for staffs who are participating in budget and financial management areas.  

Effective fund utilizations can be maintained through proper implementation of budget. Good 

performance of budget utilization ensured trustworthiness. Therefore, to improve financial 

utilization and performance of NGOs budget control should be implemented properly. The budget 

should be reliable enough and accepted by all staffs who are involved in the implementation. 

Budget should be reliable enough and a great deal of attention should be given by top 

managements. According to the above analysis, participating staffs and using current market price 

in forecasting costs are essential in casting a budget. It is also concluded that communicating the 

approved budget formally for all subunits facilitates project implementation as per the scheduled 

time frame. And to make effective decision, budget versus actual reports should be up to date and 

accurate. When performance review meetings conducted, all concerned staffs should be 

participated and there should be accountability for variances.  
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APPENDIX 1:  

Interview and FGD Guide 

A: GENERAL QUESTION 

1. How many projects are running by the organization currently, and who are the major 

donners? What is the average allowed actual vs budget variance most donners are willing 

to accept? 

2. Does the organization have other source of income or only depend on donor funding? 

3. Does senior managers check the grant condition are reasonable before signing agreement 

4. Is there a signed grant agreement in place for each grant? Do program staffs and finance 

staffs have enough knowledge about each donner requirements, budgeting, and financial 

management? 

5. Is there a clear organogram shows authority and responsibility for preparation, approval 

and monitoring of budgets? 

6. Is there an approved policies and procedures manual in place which is relevant to the 

organization, and well known by staffs? 

7. What time dimensions does your overall organization Budget Cover 

8. What is your approximate annual budget revenue?  

9. In previous period is there a significant cost rejection by donners? what were the courses? 

10. What are the budget types prepared in your organizations? 

B: BUDGETING 

B.1. PLANNING (Participatory, flexible, 







6. Do budget holders and finances take formal reviews of consolidated variance information 

on a regular basis so that it enables them to understand and improve underlying budget 

assumptions and estimation techniques.  

D. BUDGET REVISION 

1. How frequent budget revision is done? 

2. What are the possible reasons for budget revision in your organization? 

3. What procedures are followed in budget revision? 

E. FINANCIAL MANAGEMENT PROCEUDER 

1. What procedures do your organization followed in spending funds? 

2. How do you rate the use of budget as a tool to control spending? 

3. Before spending do budget holders, authorized it? 

4. How supportive is the financial system? What is it like knowledge of finance staffs? 

5. Do all costs properly charge from the appropriate cost center? Are they reviewed 

immediately? Do account section staffs have detail codes for all cost centers and budget 

line? 

6. Do budget holders has accurate and reliable information about available balance to 

authorize documents 

7. How do you describe the collaboration between fiancé staffs and program staffs so that 

attain best performance? 

8. Do spending properly charged from appropriate cost centers and budget lines properly? 

common costs? 

9. How do you rate the level of financial performance of projects in the organization? 

10. Do donors receive financial reports in the right format and on time? 



11. Do senior managers review financial reports before sending to donors? 

12. Does Donor financial and narrative reports are consistent and clearly linked each other? 

13. Do donor funds are kept for the activities they are meant for and never borrowed for other 

activities? 

14. Do the board (senior managers) reviews financial reports? In what interval? 

15. Financial reports are used to help decision making? 

G. What are Possible causes of budget variance? 

    G.1.  What are the Possible reasons of spending not to align with the budget? 

    G.2.  Possible Couse for variance, cost rejection? 

 H. How performance can be improved through budget control? 



 



 

 

 

 

 


