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ABSTRACT 

The study sought to establish the effect of Internal Controls and Organizational Characteristics on the 

relationship between the budgeting process and the performance of Churches in Kenya to address 

identified gaps in the literature review. There has been increased calls for church accountability due to 

reported fraudulent activities in churches and lack of consensus regarding the existence of robust 

budgeting and internal controls in religious organizations. Furthermore, reported fraud cover-up and 

unconcluded debate on whether there exists a conflict between the sacred and secular nature of 

accounting informed the focus of the study. Also, due to limited studies on churches focusing on 

budgeting, internal control, organizational characteristics, and the performance, this study addresses 

the knowledge gap within the Kenyan context. The objectives of the study were namely; to investigate 

the effect of the budgeting process on the performance, to determine the intervening effects of Internal 

Controls on the relationship between budgetary process and performance, to establish the moderating 

effect of Organizational Characteristics on the performance and to establish the joint effect of 

budgeting, Internal Controls and Organizational Characteristics on the performance of churches in 

Kenya. It was hypothesized that; there is no effect of budgeting processes on the performance of 

churches, there is no intervening effect of Internal Controls on the relationship between the budgeting 

process and the performance of churches, there is no moderating effect of Organizational 

Characteristics on the relationship between budgeting process and performance churches and there is 

no joint effect of the budgeting process, Internal Controls and Organizational Characteristics on the 

performance of churches in Kenya. Data from 96 churches were analyzed out of the 97 targeted 

reporting a response rate of 99%. The study used a positivistic research design and descriptive design. 

The study further used statistical tests that include Cronbach alpha, descriptive statistics such as the 

mean, standard deviation, skewness, kurtosis. Other analysis included correlational analysis while 

regression analysis was used to test the hypothesis. The study findings were that there was a 

statistically significant effect of budgeting process on the performance of churches of churches, 

Internal Controls have an intervening effects on the relationship between the budgeting process and 

the performance of churches in Kenya, there is a moderating effect of Organizational Characteristics 

on the relationship between budgeting process and performance churches in Kenya and there is a joint 

relationship of Budgeting Process, Internal Controls and Organizational Characteristics on the 

performance of churches in Kenya. The study found that the budgeting process and internal controls 

are adequately practiced in Churches in Kenya and that the two variables have a significant positive 

effect on performance. The study further found that organizational characteristics have a significant 

role in ensuring organizations improve their performance. The results of the study add to the existing 

knowledge regarding the debate on whether the budgeting process and Internal Controls exist in 

churches by showing that indeed they are practiced. By the study results indicating a significant 

relationship between the variables, the sacred versus secular debate reduces. The study demonstrated 

the relevance of positivism philosophy thus contributing to the debate on its relevance to modern 

research.  Furthermore, the study reinforces the relevance of agency, budgeting, contingency and 

stewardship theories to churches. Since the study shows that Internal Controls and Organizational 

Characteristics have an intervening and moderating effect on the relationship between budgeting and 

performance, the study recommends development of church policies and enhanced training of church 

leaders around these variables. The study further recommends that future research consider inclusion 

of external factors and attempt to establish whether membership growth translates to revenue growth  

of churches in Kenya.  
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CHAPTER ONE: INTRODUCTION 

1.1 Background of the Study 

Although the impact of churches on individuals and society as a whole is significant, 

rarely do researchers focus on how budgeting, Internal Controls practices, and 

Organizational Characteristics impact on its performance and growth. Budgeting process 

refers to processes by which organizations create and approve budgets while 

organizational performance; for purposes of this study refers to membership growth and 

revenue growth. Organizations that plan to improve their performance must give priority 

to developing robust budgeting processes that include planning, coordination, control, 

communication, and evaluation.  

The organization, regardless of size, complexity or sector, is largely based on leadership 

style, budgets, and budgetary systems to achieve their goals. Leadership coupled with the 

success of the budgeting process relates to the identification of targets, allocation of 

responsibilities for achieving these aims, and consequently its execution (Drake and 

Fabozzi 2010). The budgeting process is one of the most productive and useful 

management accounting techniques that organizations use to enhance the performance of 

the church. The primary goals of budgeting are control, evaluation, planning, 

communication, and motivation. The application of budget tools has a great impact on the 

growth of any organization. According to Silva and Jayamaha (2012), there exists a 

strong relationship between budgeting process, Organizational Characteristics, and 

performance. They further argue that organizations that plan to improve their growth 
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focus on enhancing budget planning, budget coordination, budget control, budget 

communication and budget evaluation. 

Internal Controls are systems of policies and procedures that safeguard assets, ensure 

accurate, reliable financial reporting, promote compliance with local laws and 

regulations, and achieve efficient operations. As a response to well-publicized accounting 

scandals, Internal Controls frameworks such as COSO, (2004) and SOX, (2002) have 

been introduced requiring organizations to disclose Internal Controls over financial 

reporting. Specifically, Sarbanes-Oxley (SOX) requires that the management of 

organizations issue Internal Controls report taking responsibility for maintaining 

adequate internal checks and making assertions concerning their effectiveness. The 

company’s auditor is also required to issue a separate opinion on management’s 

assertions and the adequacy of the Internal Controls through the audit management letter.  

 

According to Anthony and Young (1994), an adequate system of Internal Controls is vital 

for the proper management of nonprofit organizations and internal sound checks and 

include procedures for evaluating the performance of the entity regardless of being profit 

or non-profit. By examining the effect of intervening variables on the budgeting process 

in churches, we can answer the fundamental question about the relationship between 

Internal Controls and the church’s performance. 

The organizational environment comprises of forces surrounding an organization that 

affects performance, operations, and resources. Previous studies have shown that 

perceptions of the firm’s environment, or in particular the importance of using some 

environmental factors in decision-making, were related to complexities in the level of 
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planning.  Also, complexities in planning were found to be related to the size, leadership 

style, and growth of churches. According to Moolchand et al. (2012), three main 

approaches to developing data for budgeting were identified. These are first the top-down 

budget that demonstrates the autocratic style of leadership. The top management alone 

decides on the budget, while the lower level management is only responsible for the 

execution. The second is a participative budget that is supportive of the democratic style 

of leadership where lower level management staff participate in the budget process. The 

third is a budget that is negotiated and adopts the top-down and participative styles of 

budgeting. This approach creates an enabling environment where budget preparation 

becomes a shared responsibility.  The approach an organization adopts would greatly 

depend on the leadership style and the nature of the firm’s environment (Redman and 

Wilkinson 2009). 

According to Ivan and Ondrej (2010), the environment in which organizations operate 

has become more complicated because of the changes arising from globalization and the 

increased development of science and technology. Examining the working environment 

in churches helps to determine the moderating effect on the relationship between 

budgeting and performance of Churches. 

While Drake and Fabozzi, (2010) assert the importance of budgeting and budgetary 

control, studies lack consensus regarding the budgeting process and their contribution to 

performance in churches.   According to Jacobs (2005), the perception of churches being 

unique has led to unstructured budgeting process and inadequate Internal Controls in 

churches attributed to the sacredness of the ministry and the perception that accounting is 
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secular and therefore less relevant. According to Pollock (2010), some priests assert that 

budgets limit God and therefore the process of budgeting in a church setting viewed 

negatively. On the contrary, Irvin (2005) asserts that in churches, budgets are used as a 

surrogate for the spiritual goals to objectify and justify certain actions to monitor the 

success and accountability of the church. Therefore, a study of the budgeting process in 

churches becomes important adding to the existing body of knowledge around budgeting 

processes and their effect on performance. 

Over the years, financial scandals have been reported in Churches (Tanui, Omare, and 

Nitange, 2016; Olando, Jagongo and Mbewa, 2013; Smith, 1991). Studies such as 

Ventura and Daniel (2010), revealed that church leaders trust their employees to act in 

good faith and integrity when managing financial resources. Some of the scandals in 

churches are unreported and remain guarded secret within church circles. However, the 

media and researchers have uncovered scandal cover-up in churches. Studies reporting 

scandal cover-up include Ventura and Daniel (2010), Yallop (1984), West and Zech 

(2007) and Busby (2004).   Furthermore, studies have shown there exist misconception 

by some church leaders that the purpose of Internal Controls is to detect and prevent 

fraud (Ahiabor and Mensah, 2013). This mistake leads to the weak implementation of 

Internal Controls by church leaders because they want to appear trusting to their staff. 

According to Kinya et al. (2015), there exist a significant relationship between internal 

controls and performance in the private sector. It, therefore, follows that internal controls 

in churches ought to contribute to their performance and these scandals and cover-up 

would manifest in church growth. 
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Organizational characteristics such as leadership styles enable managers to carry out their 

mandate effectively while inadequate internal controls become fodder for financial 

scandals (Duncan et al. 1999). Furthermore, leadership style influences the effectiveness 

of an organization while according to Dragnic (2014) size and technology have a 

significant impact on performance. According to Irvin (2005) Church, leaders are 

preachers and at times lack managerial skills thus relying on lay people to support in 

filling the gap. Therefore, organizational characteristic in churches in relation to 

budgeting and performance becomes important because of the importance of involving 

church leaders in budgeting and internal controls for improved performance.  

This study is pinned on the stewardship theory that regards directors as responsible 

stewards of the firm’s assets they control. In Stewardship theory, managers are stewards 

whose behaviors relate to the objectives of their principals (Donaldson, 1991).  The 

manager’s behavior in stewardship theory is such that pro-organizational behavior has 

higher utility than an individual’s behavior (Davis, Schoorman and Donaldson, 1997). 

The shareholder's wealth increases when the steward’s utility function increase.  The 

main objective of churches is to serve the religious needs of the people, and church 

leaders should align their behaviors with this core mandate as good stewards. 

Stewardship theorists have posited that managers hold a covenantal relationship with 

their organizations that represents the commitment that binds both parties to work toward 

a common goal (Caldwell and Karri, 2005). 
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1.1.1 Budgeting process 

The budgeting process is the way an organization goes about building a budget through 

the engagement of those responsible for administering it with the overall aim of 

achieving the firm’s objectives (Hamilton, 2009). According to Hamilton (2009), the 

budgeting process should be documented, with roles and responsibilities clarified and 

deadlines stated. Hamilton further argues that the budgeting process incorporates 

strategic planning initiatives. A budget process is a system of rules governing decision-

making leading to a budget, from its formulation, through its approval, to its execution 

(Ehrhart, Gardener, Hagen and Keser, 2006). 

 

The purpose of the budgeting process is to aid decision makers in making informed 

choices for the provision of services and assets and to promote stakeholder participation 

in the process. By using the budgeting process, managers are encouraged to plan, 

consider stakeholders and provide information for improved decision-making. This 

process increases and enhances communication and coordination among departments, 

and serves the purpose of evaluation. The budget process enhances individual 

performance to achieve budget goals. Two main phases comprise the budgeting process, 

that is the planning phase and the control phase. The planning phase ensures that the 

budgets stem from planned activities, while the control phase is a post-budget activity 

that entails a comparison of actual costs with the budget.  

There are two basic functions of budgeting: planning and monitoring, where planning 

encompasses the entire process of the budget including results while monitoring involves 

comparing actual results with the budgeted data. Drury (2006) supports this argument and 
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asserts that the five core functions of the budgeting process include a system of 

authorization, means of forecasting and planning, the channel of communication and 

coordination, motivational device and means of performance evaluation.  

Prior studies suggest that the level of budget planning, participation, communication, and 

evaluation determine the budgeting process (Irvin, 2005; Warue and Wanjira, 2013; Silva 

and Jayamaha, 2012). Budget planning relates to the level of preparation before budget 

formulation. Preparation entails the establishment of goals and objectives that translate 

into a budget. Budget participation refers to the degree of engagement with the budget 

process by the stakeholders, while engagement means direct involvement of line 

managers while developing their budgets. Budget communication refers to the level of 

communication amongst different players in the budget process while budget evaluation 

relates to budget performance in the form of variances analysis.  

According to Emmanuel, Otley and Merchant, (2010) budgeting process involve an 

interactive cycle, which moves between targets and estimates of possible performance 

until there is convergence to a plan, which is both achievable and acceptable. In churches, 

budgets are used as a surrogate for the spiritual goals to objectify and justify certain 

actions to monitor the success and accountability of the church (Irvin, 2005). Many 

aspects of the budgetary process, particularly implementation and evaluation may differ 

from accepted views as organizations design strategic objectives from budgetary 

information while simultaneously engaging in budgeting activities. According to Bonner 

(2008), the budgeting process involves setting strategic goals and objectives and 

developing forecasts for revenues, costs, cash flows, and other relevant factors. Putting a 

financing strategy in place allows those responsible for the funding of the organization to 
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determine how to be funded. In other words, budgeting pulls together decisions, and the 

end result of the budgeting process is the production of a formal document referred to as 

a budget.  

Budgets force organizations to think about the expected demand for the products and 

services needed to meet demand. It also translates the higher priorities of the organization 

into appropriate resources required to achieve those priorities, as it would be difficult to 

allocate resources due to scarcity without a budget plan. Budgets, therefore, create the 

baseline against which to compare results and act as a basis for evaluating performance in 

organizations. Budgets also help in directing the activities of the organization hence 

giving earlier signals on variances in sufficient time to take corrective actions. Budgeting 

process ensures the delivery of quality budgets for it to serve its intended purpose. The 

delicate budgeting process is therefore likely to set management or organizations for 

failure and hence the need to strengthen the process. 

Budgeting process in an organization impacts on the performance. According to Isaboke 

and Kwasira (2016), the budget formulation and implementation rules determine how 

they influence performance. Organizations rely on budgets and the process of their 

formulation to achieve strategic goals. According to Irvin (2005), Churches use 

budgeting to reflect their targets and church vision to ensure growth.  

1.1.2. Internal Controls 

Internal Controls is the process management of organizations use in ensuring that the 

objectives of operational effectiveness and efficiency, the reliability of financial reporting 

and compliance with policies, regulations, and laws strictly adhere to COSO (2013). 
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According to the Committee of Sponsoring Organizations (COSO), Internal Controls 

help organizations achieve their objectives as well as sustain and improve performance. 

An effective system of Internal Controls requires the use of judgment to determine how 

much control is needed. 

A large number of accounting scandals during the early part of the 21 century resulted in 

the establishment of Internal Controls frameworks such as the Committee of Sponsoring 

Organizations (COSO). The frameworks require companies to maintain, assess, and 

disclose Internal Controls over financial reporting. Internal Controls disclosure intended 

to provide the users of financial statement with warnings about likely future problems 

that could result from inadequate Internal Controls (PCAOB, 2007). Internal Controls are 

fundamental to an organization since weaknesses in Internal Controls might lead to 

higher informational risks for stakeholders. Higher information risk increase 

organization’s cost and ineffectiveness of business operations, which might harm the 

organization’s ability to increase performance. Thus, inadequate Internal Controls have 

the potential to impair the organization’s reputation and value. 

Internal Control is a process designed to provide reasonable assurance regarding the 

achievement of specific goals of being accountable, providing effective and efficient 

operations, having a reliable financial reporting, and compliance with applicable laws and 

regulations (COSO, 2013). The main objective of an effective Internal Controls system 

is, therefore, to ensure that things are working according to plan and hence every 

organization must institute controls that capture both operational and compliance aspects.  
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Internal Controls systems are the whole system of monitoring that includes financial and 

non-financial aspects (Robbins, 1992). The management establishes Internal Controls to 

carry out the business of the organization in an orderly and efficient manner to ensure 

they have safeguarded assets and to ensure completeness and accuracy of financial 

records. Internal Controls protect the institution from loss and misuse of property (Khan, 

1994). They also foster good governance and ensure transactions are all properly 

authorized. 

During the 1980s, high-profile audit failures led to the creation of the COSO. The 

committee was organized to redefine Internal Controls and the criteria that would 

determine its effectiveness. The committee studied the causal factors that can lead to 

fraudulent financial reporting and therefore developed recommendations for various 

stakeholders (COSO 1992). The product of their work is known as the COSO Internal 

Controls—Integrated Framework. The framework points out that controls are most 

effective when included in the entity’s infrastructure (COSO, 1992) and further points out 

that built-in controls enhances quality and empowerment initiatives, avoiding 

unnecessary costs thus enabling quick response to change in conditions (COSO, 1992). 

The Committee of Sponsoring Organizations (COSO) identified five interrelated 

elements of the Internal Controls systems; control environment, risk assessment, control 

activities, information and communication and monitoring (COSO, 2013). According to 

them, control environments define the tone of an organization and the way it operates 

through enabling, operating environment provided by the management. Control 

environment factors include integrity, ethical values, and competence of staff. Control 

environment provides discipline and structure within which the organizations function. 
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Risk assessment is the process used by an organization to decide how it will deal with the 

risks that pose a threat to achieving its objectives. A precondition to risk assessment is the 

establishment of goals and objectives that identify the critical success factors and 

introduce policies and procedures that ensure their achievement.  

According to COSO, (2013) control activities are the policies and procedures 

implemented by an organization to ensure enforcement of management’s directives. 

Control procedures eliminate the risk that would bring about expected continuity of 

business. These procedures include segregation of duties, physical controls, and 

performance checks. Information and communication refer to the systems put in place by 

an organization to identify, capture, process and report relevant and reliable information 

promptly so that people can carry out their responsibilities effectively. Effective 

dissemination of information plays a vital role in the Internal Controls system as 

management clarifies control responsibilities and consequence of non-compliance. 

Monitoring ensures the existence of the quality assessment process of a system’s 

performance over time. The management can only ascertain the effectiveness of Internal 

Controls system through adequate monitoring. Monitoring may include internal audits 

and regulator’s reports on compliance with laws and regulations. 

 

By this concept of Internal Controls, control frameworks are intended to accomplish three 

objectives namely; ensure completeness in coverage, aid in identifying high-risk areas, 

and help to assess the impact of controls accurately. Even though the manner in which 

managers apply the concepts of Internal Controls may be different in some respects, the 
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core concepts of Internal Controls are the same for the profit and nonprofit organizations 

(Anthony and Young, 1994). 

In their view, Amudo and Inanga (2009) state that the internal monitoring system has 

become a topical issue following the global fraudulent financial reporting and accounting 

scandals experienced across the world. Prior studies suggest five interrelated components 

as key measures of Internal Controls in organizations (Nyakundi, Nyamita & Tingega, 

2014; Tunji, 2013; Amudo & Inanga, 2009; Bowrin, 2004). Measures of Internal 

Controls determine the performance of an organization. Churches have unique 

characteristics that include the absence of stock ownership, a single measure of overall 

performance and professionals with little or no training in business management 

(Duncan, Flesher and Stock, 1999). These characteristics indicate that an adequate system 

of Internal Controls is vital for the proper financial management of churches and their 

ultimate growth. 

1.1.3. Organizational Characteristics 

The study focuses on internal organizational characteristics. Organizational 

characteristics are features that originate from the model the management adopts through 

its structure, and culture (Said, Abdullah, Uli and Muhamed, 2014). Furthermore, 

organizational characteristics refer to characteristics within the organization and include 

age, size, leadership style and technological advancement (Miller, 2007; Warue and 

Wanjira, 2013; Erserim, 2012). According to Simon (1976), the organizational 

characteristics could also be referred to as organizational influencer. According to Azam, 

Bazargan, and Fatemeh, (2011), organizational characteristics ought to be evaluated and 

improved for the success of a competing organization. Oyewobi, Windapo, Rotimi, and 
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Jomoh (2016), argue that organizational Characteristics form meaningful basis and means 

of achieving high performance. They further argue that the style of management and 

organizational structure influence firm performance.  

 

An organization’s size, defined as the number of people served or its capital base, 

suggests high budgets that require robust process and strong Internal Controls system, 

therefore, becoming an important variable that affects organizational performance (Said 

et al., 2014). Large organizations tend to use formal and sophisticated budgeting process, 

and by using a formal process, larger organizations appear to have a stronger relationship 

to good performance than in smaller firms that use informal process (Warue and Wanjira, 

2013). An increase in organization’s size leads to enhanced budgeting process to achieve 

high performance. The age of an institution suggests that Internal Controls systems 

improve over time and that old organization may have better budgeting and Internal 

Controls systems, therefore, performing better than the younger ones. The organization’s 

age does matter in performance Pehrsson (2012). According to Kisengo and Kombo 

(2014), age and size have a positive relationship with the performance of an organization 

and cannot be ignored. 

One of the key drivers behind globalization is the continuous advancement in 

technological development which is the application of scientific principles to industrial 

problems making it necessary organizational characteristics. Inadequate use of 

technology in an organization has a damaging effect on their functioning due to the 

consequences of inaccurate and unreliable information for budget planning and control 

(Diamond and Khemani, 2006). According to Gagnon and Dragon (2003), the integration 
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of technology in an organization improves productivity. Furthermore, according to 

Abudho, Njanja, and Ochieng (2013), one of the most important organizational 

characteristic in determining success is technology. 

Leadership style is an important organizational characteristic in an organization because 

it provides space for budget participation and sets the tone for Internal Controls. The top 

management support in the budgeting process is critical to influence and essential for 

creating a supportive climate (Lin, 2007). A leadership style that nurtures participation 

during budget process and development of internal control systems motivates employees 

to achieve budget goals and respect internal control compliance (Joshi, Al-Mudhaki, and 

Bremser, 2003; Rosman, Shafie, Sanusi, Johari and Omar, 2016).  

Prior studies suggest size, technology, and leadership style determine Organizational 

Characteristics and form part of the key internal characteristic that impacts on 

performance. The size of the organization determines the budget size and levels of 

Internal Controls while the use of technology in budgeting and its implementation 

significantly improves efficiency and ultimate performance.  

Churches operate in some sort of free environment with the final authority in some 

Churches residing on an individual. According to Medcalfe and Sharpe (2012), 

congregational growth is associated with Organizational Characteristical factors. Studies 

such as Watts (1996) found that church growth had a positive relationship with 

organizational characteristics related to culture, teamwork and continuous improvement. 

Furthermore, Odom and Boxx (1988) argued that bigger and faster-growing churches use 

formal planning approaches than smaller ones.  
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1.1.4. Organizational Performance 

For purposes of this study, organizational performance will focus on membership growth 

and revenue growth of churches. Organizational performance is the actual output or 

results of an organization as measured against its intended outputs (McNamara, 2005). It 

involves activities that establish goals, monitor their progress and make the necessary 

adjustments to remain focused and efficiently achieve the set goals. Organizational 

performance is often identified with effectiveness and efficiency (Lusthaus, Andrien, 

Carden and Montalvan, 2002), expressed as a set of parameters that describe the process 

through which various types of outcome and results are achieved (Kaplan and Norton, 

2001). Previous studies have shown that organizational performance has many meanings 

and is defined in different contexts. 

There are four types of measurements used to measure organizational performance. These 

are human resource outcomes, organizational outcomes, financial accounting outcome, 

and capital market outcomes (Dyer and Reeves, 1995). Human resource outcomes relate 

to change in employee behavior, which includes employee satisfaction, turnover, and 

absenteeism. Organizational outcomes contain labor productivity, customer satisfaction, 

and quality of product services. Financial accounting outcomes include measures such as 

returns on assets, liquidity, and return on equity, revenue growth, and profitability. 

Capital markets outcome reflect how markets evaluate an organization and consist of the 

three indicators, i.e., stock price, the growth rate of stock price and market returns. The 

study focused on organizational outcome and financial accounting outcome because of 

their relevance to churches. 
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Performance measurement is done against specific objectives to establish the 

achievement of the objectives as intended. Pierr and O’Dea (2009) argue that if the 

organization aimed to maximize its returns on investment, the company would try to 

achieve this by adopting investments with return on investment ratios rather than its 

current average return on investment ratio. However, if the objective of the organization 

were to maximize its accounting profits, it would adopt any investment that provides a 

positive accounting profit, even though it might lower its current average return on 

investment ratio. Performance measurement, therefore, becomes necessary for keeping a 

company on track in achieving its objectives. 

 

Most previous studies have used financial variables to measure organizational 

performance, including return on assets (Katou and Budhwar, 2007), return on 

investment and return on sales (Wright, 2003). The main issue associated with this 

measurement is a failure to include nonfinancial measures (Kaplan and Norton, 2001). 

Furthermore, Epstein and Buhovac (2011) argued that using a combination of financial 

and non-financial measures give a more balanced indication of organizational 

performance.  

Churches have used attendance and membership as indicators of growth and leadership 

effectiveness (Carter, 2009; McKenna and Eckard, 2009). Unlike in other organizations, 

the church goal is to increase numbers and win souls for the kingdom, and this explains 

why churches focus on membership growth more than other performance measures. 

Further studies have suggested that various perspectives determine performance among 

them membership growth, revenue growth, liquidity ratios and operational sustainability 
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(Marc and Buhovac, 2009). Membership growth shows how an organization is 

performing from the member and society's view. Revenue growth illustrates how the 

offered service is translating into financial terms. Liquidity ratios show the organization’s 

ability to pay off short-term debt obligations while operational sustainability 

demonstrates the performance of operating revenue as a percentage of the cost.  

1.1.5. Churches registered in the National Council of Churches of Kenya and 

Evangelical Alliance of Kenya 

Churches are a community of those called to acknowledge the Lordship of Jesus Christ 

and to collaborate in a historic mission for the coming of the Kingdom of God (McBrien, 

1970). National Council of Churches of Kenya (NCCK) is the national umbrella 

organization for Protestant churches established in 1913 to facilitate the united mission of 

the Christian Church in Kenya. The list obtained from NCCK indicated 29 registered 

members. The obtained list was comprised of Church members only even though NCCK 

has members that are not Churches. Evangelical Alliance of Kenya (EAK) is the umbrella 

organization for evangelical churches in Kenya established in 1975 with a purpose of 

empowering the evangelical churches to bring God’s transforming grace to the people of 

Kenya. The list obtained from EAK indicated 103 registered members of the alliance of 

which 68 were churches, 23 institutions, and 12 individual persons. Therefore, 68 

churches were included in the study. 

 

Cross-denominational differences in church budgeting and Internal Controls may exist 

because of differences in church polity. Differences stem from the system of rules that 
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govern an organization. Three basic types of church polity exist. These three categories 

are Congregational, Episcopal, and Presbyterian (Gray and Tucker, 1990).  

 

Congregational polity is direct governance of the church by the people who make up the 

congregation. This style means that the final authority on any question in a church is the 

will of members as determined by the majority of that particular congregation. In 

Episcopal polity, power is lodged in the highest-ranking bishop and is delegated 

downward through the clergy. There are various rankings of clergy in the Episcopal 

system. A bishop is usually in authority over some congregations in a specific 

geographical region. In the Presbyterian form of polity, a group of presbyters elected by 

the congregation and known as the session governs each congregation. When the 

governing bodies of the church meet, all presbyters are equal, and decisions made by 

majority vote of that governing body.  

Churches have an unusual management structure that has a dual governance structure 

with collaboration between volunteers and paid employees (Ahiabor and Mensah, 2013). 

According to them, lay people are volunteers while clergy are salaried and the two groups 

make the church environment complex as they compete between sacred and secular 

approaches to budgeting and Internal Controls. Bowrin (2004) argues that patterns of 

Internal Controls between religious organizations vary due to the disproportionate effects 

of certain unique variables within the group and the amount of discretion afforded to 

leaders. Despite the divergent views on budgeting, Internal Controls and performance of 

churches, the work environment may not be different from other workplaces, and the 

measurement of deliverables is similar (Kylling and Grundtvig, 2012). 
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Churches confront several challenges in the area of financial management. According to 

Irvin (2005), budgeting in churches is inadequate with limited involvement of local 

churches in the parish budgeting process. In his study, Mawudor (2016) reported that 

churches continue to face financial crisis because of declining donor support leading to 

significant budget deficits. He further argues that because of the fast-changing 

environment churches needed to keep up with the pace of enhancing their financial 

practices including budgeting, pledging, and tithing but they have failed to do so. 

According to Tanui, Omare, and Bitange, (2016), Churches face a knowledge gap on 

Internal Controls systems, and they resist adoption of monitoring systems raising the 

question of Internal Controls adequacy in churches. Furthermore, Bowrin (2004) argues 

that churches had patchy or inadequate Internal Controls systems. Therefore, the 

budgeting process, Internal Controls, and Organizational Characteristics remain pertinent 

issues for the Churches to enhance their performance. 

Several factors inform the choice of churches. Firstly, according to Ochanda, (2012) 

NCCK and EAK represent 72% of the Christian religion in Kenya. Furthermore, by being 

members of these umbrella bodies, they meet certain membership criteria that include 

audited financial statements. Secondly, limited studies exist in this sector despite 

handling a significant amount of cash and engaging in income-generating activities such 

as schools, colleges, bookshops, and transportation. Thirdly, cross-denominational 

differences in church accounting may exist because of differences in church polity. 

Fourthly, churches in Kenya are facing budgeting process, Internal Controls, and 

Organizational Characteristics challenges. Fifthly, there exist limited data on the 
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relationship between budgeting process, Internal Controls and the Organizational 

Characteristics on the performance of churches in Kenya. 

1.2. Research Problem 

The modern church is managing huge financial resources in an increasingly complex 

environment where members are more informed and seeking more accountability. 

Because of the sacred nature of churches, trust is expected from workers and budgeting 

and internal controls seen as an intrusion to the ministry leading to an unconcluded 

debate on whether there exists a conflict between the sacred and secular nature of 

accounting (Booth, 1993). Although church workers are to be trusted, there have been 

increased cases of church financial scandals reported in Kenya and internationally. The 

financial scandals have been attributed to inadequate budgeting and internal control 

processes while unfaithful church leaders hugely contribute to systematic fraud in 

churches negatively affecting the church reputation (Tanui et al., 2016; Olando, Jagongo 

and Mbewa, 2013; Siino, 2004; Bowrin, 2004; Smith (1991). 

The sacredness of churches has led to some views that budgets in churches are not 

binding on future endeavors due to lack of appropriate accounting professionals in 

churches and the expected trust on church workers (Laughlin, 1998). On the contrary, 

Irvin (2005) reports that churches used budgets as a surrogate for the spiritual goals and 

for measuring success and accountability. Furthermore, most previous studies focused on 

budgeting practices without relating to performance and reported conflicting findings 

with some indicating positive view of the budgeting process in churches and others 
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negative. Therefore, there is no consensus on the importance of the budgeting process in 

churches and their effect on performance.  

Reported financial mismanagement in churches has been attributed to weak internal 

controls and non-functional organizational characteristics (Cornell, Johnson, and 

Schwartz, 2013; Siino, 2004; Bowrin, 2004). According to Ventura and Daniel (2010), 

financial disclosure in churches is infrequent, and church leaders trust their employees to 

act in good faith and integrity when managing financial resources. According to them, the 

infrequent disclosure does not alter the confidence members have on the leadership. In 

theory, accounting practices apply to all organizations including religious and Churches 

are no exception (Duncan et al. 1999). Therefore, it remains unclear on whether financial 

processes affect the performance of Churches. 

On the premise of the study background and new issues in budgeting, Internal Controls, 

Organizational Characteristics and church performance, knowledge gaps were identified. 

The gaps include: the unconcluded debate on whether budgeting process and Internal 

Controls exist in churches; Lack of consensus on whether financial processes such as 

budgeting and Internal Controls affect the membership growth in churches; limited 

studies that included the intervening or moderating variable when analyzing the 

relationship between budgeting process and performance; limited studies on the joint 

effect of budgeting process, Internal Controls, Organizational Characteristics and 

performance in one study and lastly limited studies on budgeting, Internal Controls, 

Organizational Characteristics on performance of Churches in Kenyan context. 
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The study sought to answer the following question: - What is the effect of Internal 

Controls and Organizational Characteristics on the relationship between the Budgeting 

process and the performance of Churches in Kenya? 

1.3. Research Objectives 

The broad objective of this study was to determine the intervening effect of Internal 

Controls and the moderating effect of Organizational Characteristics on  the relationship 

between the Budgeting process and the performance of Churches in Kenya 

1.3.1. Specific objectives 

i. To investigate the effect of the budgeting process on the performance of 

churches in Kenya. 

ii. To determine the intervening effects of Internal Controls on the relationship 

between budgetary process and performance of churches in Kenya. 

iii. To establish the moderating effect of Organizational Characteristics on the 

relationship between budgeting process and the performance of churches in 

Kenya. 

iv. To establish the joint effect of budgeting process, Internal Controls and 

Organizational Characteristics on the performance of churches in Kenya. 

1.4. Value of the Study 

This study will contribute to theory, contemporary practice and the development of 

policy. The study findings provide answers to recent calls for in-depth research on the 

budgeting processes in churches through the integration of theories and identification of 

the common threads that link research on budgeting process in churches and 
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performance. The study has also attempted to fill the gap in the previous literature about 

how budgeting affects the performance of churches, especially in Kenya.  

The findings further give a fresh insight into the possible correlation between budgeting 

and performance of churches by theoretical exploration. Moreover, through conducting 

an empirical investigation, the present study shows how budgeting undertakes and 

influences the performance of churches in Kenya. The study will, therefore, extend 

frontiers of knowledge by interrogating the budgeting process and church performance. 

This research will provide new data that will test Western theories and assumptions found 

in budgeting studies and their applicability in developing countries. By extending 

previous research on church accounting in the Kenyan context, this study is important in 

that it lays down the groundwork for other similar explicative studies in developing 

countries. Also, the current study contributes to church literature, particularly regarding 

the performance measurement in churches. In this study, non-financial measurements 

were used to reflect the performance of churches holistically. 

The study addressed the perceived need of most churches for better budgeting and 

Internal Controls practices to improve performance. The findings of this research will 

provide church leadership with a better understanding of the budgeting process and 

Internal Controls, and how these affect the performance of the church. The results will 

contribute critical information to consultants and other stakeholders to better understand 

financial management in churches. This study also responds to the fast growth of 

churches, not only in Kenya but also globally. As churches increase, the implementation 

of the management accounting systems and techniques in Kenya remains an important 

issue. Therefore, more empirical studies are required to address these issues and to 
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investigate how budgeting and Internal Controls should be suitably applied and covered 

to improve the church’s performance. The findings have given more evidence on the 

effectiveness of budgeting and Internal Controls practice among churches in Kenya. 

Finally, by explaining contemporary budgeting process, the study contributes to policy 

debate in response to the current need for accountability in churches. Policy makers will 

benefit in understanding how different variables in the Kenyan context impacts 

performance and hence guide in the formulation of reforms in churches. As such, the 

study will attempt to create a link between theory and practice and recommend policies 

that will enhance an efficient budgeting process and thus increase church performance. 
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CHAPTER TWO: LITERATURE REVIEW 

2.1. Introduction 

 

This chapter takes an in-depth insight into the theoretical underpinning and empirical 

literature with the aim of creating a clear understanding of budgeting, Internal Controls, 

Organizational Characteristics and performance linkages. The chapter concludes with a 

summary of previous studies and research gaps. Furthermore, it provides a conceptual 

framework and hypotheses. 

2.2. Theoretical Foundation of the Study 

Financial decisions affect many aspects of the organization’s life because of the 

correlation between goal-setting, budgeting, and churches growth. This correlation 

requires a robust accounting system that consists of the systematic methods of recording 

and reporting on the entity’s transactions to provide complete, accurate and timely 

financial information. Budgeting Process, Internal Controls and Organizational 

Characteristics are components of systems that organizations use to enhance 

performance.  

In planning and budgeting, annual objectives and related costs are set. According to 

Bonner (2008), fundamental to the success of any organization is drawing a budget plan 

and putting it into operation. Budget translates the higher priorities for the organization 

into the appropriate resources needed to achieve those priorities. Budgeting process 

becomes important because it creates the baseline for comparing results and act as a basis 

for evaluating performance in organizations. Through planning and budgeting, activities 
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are implemented and directed hence giving earlier signals on variances in sufficient time 

to take corrective actions. Pierce and O’Dea (2003), also argue that budgets should be 

relevant to today’s business environment, and they should provide management with a 

detailed plan that outlines the acquisition and use of financial and other resources over a 

given period; usually one year.  

According to Schick (1999), budgets act as a mechanism for effective planning and 

controlling to achieve organizational goals and objectives. A budget is a standard against 

which organizations benchmark their actual performance. It stipulates the activities that 

should be pursued and when this should be done. Lucey (2003), defines a budget as a 

quantitative statement, for a period, which may include planned revenues, assets, 

liabilities and cash flows. 

Accounts and record keeping refers to the recording of all financial transactions and 

grouping them in a readable form (Cammack, 2007). The recording entails the entire 

process of receipt, payment and their recording into ledgers for further analysis. Financial 

reporting, on the other hand, entails interpretation of financial data from the ledger and 

reporting the information to various users. Financial controls require strong Internal 

Controls system. The Internal Controls system consists of oversight by management and 

the culture of control, recognizing risk and its assessment. Also, control of activities, 

segregation of duties, information and communication as well as monitoring activities 

and correcting deficiencies are necessary components of Internal Controls. Simply put, 

the Internal Controls system is reflected in the authorization process, separation of 

functions, design, and the use of adequate documentation and records, appropriate 
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safeguards of assets and independent checks on organizational performance (Grieve, 

2000).  

The study focused on budgeting and Internal Controls because of their fundamental 

importance to financial management and in driving performance in churches. Record 

keeping and financial reporting are dependent on budgeting, and Internal Controls as 

these determine what is to be recorded and reported. The four theoretical perspectives 

that inform the study are namely, agency theory, stewardship theory, budget theory and 

contingency theory.  

2.2.1. Agency theory 

The origin of agency theory is the research conducted by economists in the 1960s and 

1970s. The economists explored risk sharing among the individuals and groups of people, 

such as the relationship between the insurers and the customers. The first scholars to 

propose, the creation of this theory of agency were Stephen Ross and Barry Mitnick 

(Mitnick, 2013). This theory asserts that there exists a contractual relationship between 

members of an organization and recognizes the existence of the two groups of people: - 

principals and agents. The principals delegate authority to the agents and expect them to 

perform certain functions in return for a reward.  

In the agency theory vision, budgets are negotiations between the principal and agent. 

Budgeting and Internal Controls are some of the mechanisms used by management to 

address agency problems. According to Buchanan, Chai, and Deakin, (2014) in their 

study of agency theory practice in Japanese companies, managers are responsible for 

preserving and growing the firm over the long term. Growing the firm relates to the 
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performance of which budgeting and Internal Controls are fundamental. The basic 

premise and assumption of the agency theory are that both the principals and agents are 

rational and economic-maximizing individuals. Therefore, separation of ownership and 

control result in decisions by the agent that might not always be in the principal’s best 

interest. 

The principals’ possibility to monitor the agent’s behavior forms the core issues in the 

agency theory. The principals’ ability to establish whether the agents have complied with 

the provisions of the contract in preventing the agent’s misuse of assets due to conflicts 

of interest becomes necessary in monitoring. There is usually a contract regarding 

compensation to the agent for performing the principals work and the amount of utility 

that the agent perceived depend both on compensation defined in the contract and the 

value of the action that the agent has chosen (Bender, 2011). According to Jensen, Vera 

and Crossan (2009), monitoring refers to more than just measuring the behavior of the 

agent but also include efforts to control the behavior of the agent through budget 

restrictions and operating rules. According to Buchanan et al. (2014), in the case where 

information on the agent’s behavior is incomplete or unknown to the principal, two 

options may exist. First to put the agent’s behavior under surveillance and second to 

reward the agent based on outcomes. 

According to Ouchi (1979), two underlying monitoring strategies are suggested. These 

are behavior and outcome-based rewards. The behavior-based strategies refer to an 

agreement between the principal and the agent, which concerns reward of certain 

conduct. Outcome-based strategy relates to the principal’s measurement of particular 

outcomes and the reward based on this measurement. According to Ouchi (1979), the 



29 

 

choice between the strategies depends on two dimensions: knowledge of transformation 

process and availability of output measures. The principle requires knowledge of what is 

needed to attain the desired outcome for them to use a behavior-based strategy. When the 

principal uses outcome-based strategy, the transformation process need not be known to 

all, but a reliable and valid measure of the expected outputs must be available. 

Studies have shown that Internal Controls reduces agency costs with some even arguing 

that firms have developed mechanisms of giving an economic incentive to staff so that 

they report on Internal Controls deficiencies (Deumes and Knechel, 2008). This argument 

assumes that providing this additional information to the principal about the behavior of 

the agent reduces information asymmetry and lowers investor risk. Another research has 

found that weaknesses in Internal Controls are associated with increased levels of 

earnings management (Amudo and Inanga 2009). Internal Controls are critical in 

moderating the agency problem in corporations for many years. Ndiwa (2014) argues that 

Internal Controls components are some of the many mechanisms used by management to 

address agency problem. According to him, other mechanisms used to address agency 

problems are financial reporting, budgeting, audit committees and external audits.  

The agency theory is relevant to the study because Churches, like any other 

organizations, are plagued with agency problems of moral hazard, risk aversion, goal 

displacement and observability (Zech, 2007). The study will seek to explore the level of 

Internal Controls in churches and the relationship with performance. Therefore, the 

theory is in line with the Internal Controls variable in the study. 
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2.2.2 Stewardship theory 

Stewardship Theory, developed by Donaldson and Davis (1990) is a perspective to 

understand the existing relationships between ownership and management of the 

company. The stewardship theory holds that there exists no conflict of interest between 

owners and managers, and that organization’s social mandate is broader than maximizing 

wealth (Donaldson, 1991). The theory further holds that no inherent problem of executive 

control exists, meaning that organizational managers tend to be caring in their actions 

(Donaldson, 1991). Organization’s managers acting as stewards are more motivated to 

act in the best interest of the organization rather than their own, and therefore, manager’s 

behavior is organization centered (Arthurs and Busenitz, 2003) whose aim is to improve 

the organization's performance. In stewardship theory, each party chooses in each 

relationship how to act, as an agent or steward. As stewards, church leaders act and make 

financial decisions on behalf of the members who get motivated on attaining objectives. 

Christian Stewardship is one of the high religious principles that require planning and 

budgeting. Failure to be a steward leads to misappropriation of funds and neglect of 

resources.  

In Stewardship Theory, the greater value on goal convergence is emphasized (VanSlyke, 

2006). In a key principal and steward relationship, the economic benefit results from 

lower transaction costs associated with the lower need for financial incentives and 

monitoring. The manager in stewardship theory refers to someone whose behavior is 

ordered such that individualistic behavior’s utility is lower than pro-organizational 

behaviors (Davis et al., 1997). Accordingly, a steward’s utility function is maximized 

when the shareholders’ wealth progressively increase. Davis et al. (1997) further argue 
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that the steward may perceive that utility gained from interest alignment and 

collaborative behavior with the principal may be higher than the utility gained through 

individualistic, self-serving behaviors. Therefore, stewards are motivated by intrinsic 

rewards, such as reciprocity and mission alignment, rather than solely extrinsic rewards. 

Further, the stewardship proponents argue that monitoring and controls proposed by the 

agency theory interfere with the motivation of the steward, and this may lead to loss of 

productivity and invite opportunistic behavior. 

The stewardship theory is relevant to this study because it believes in acting in the best 

interest of the organization and therefore argues that any control or monitoring structure 

may demotivate decision makers of which it may have an adverse impact on performance 

(Abdullah, Qaiser, and Ashikur, 2013). Hosmer (1996) argues that the role of the 

manager should be to maximize the potential of the organization in pursuing long-term 

wealth creation. The organizational and individual goals are achieved by pursuing 

collective ends. When managers and shareholders’ goals are aligned, firm performance is 

expected to increase, as there is no conflict of self-interest. Furthermore, Churches 

churches have practiced trust and faith in their operations that are consistent with 

stewardship theory where the staff is driven by personal values such as trust, discretion 

and mission alignment as argued by Davis et al., 1997. Therefore, the theory is in line 

with the Internal Controls variable in the study. 

2.2.3. Budget theory 

Budget theory refers to the social and political motivation behind civil society and 

government budgeting. The modern proponents of the budget theory is Bozeman and 

Straussman (1982). Other proponents include Adams (1985), Bartle (2001) and Khan and 
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Hildreth (2002). The theory outlines three functions of budgeting as strategic planning, 

management control and operational control (Schick, 1966). The proponents further 

argue that accountability, efficacy, and efficiency are the greatest value of budgeting. 

Accountability usually focuses on inputs going into activities and is best characterized by 

the line-item budgeting approach, and it is best suited for the controls and monitoring 

functions of a budget. Efficiency usually focuses on the process of the activities and their 

conversion of inputs into outputs. Its focus on the process makes this value appropriate 

for performance budgets and most in-line with management and steering functions. 

Efficacy will focus on outputs and outcomes, measuring the impact of the policy. This 

value follows the activity budget and coincides with the planning and strategic brokering 

functions. 

Budget theorist proposes two types of the public budget as operating and capital budgets. 

Operating budgets describe the revenue and expenditure for a specified period for the 

functioning of the organization. Capital budgeting is the process of planning for future 

purchases above certain cost threshold or extended lifespan. Prior studies have expressed 

concern regarding the fragmented approach to budgetary theory development. Bozeman 

and Straussman (1982) argue that for a budget theory to be fully explanatory, they should 

include all types of revenue conditions. They further suggest that revenue fluctuations 

can affect decision-making processes.  

Budgeting theory is relevant to this study because churches are public entities and little 

attention is given to its significance in Churches. According to Irvin (2005), accounting 

theorists view accounting from the perspective of capitalism. However, churches focus 
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on service delivery and winning of members to join their church. Therefore, the theory is 

in line with the Budgeting process variable in the study. 

2.2.4. Contingency Theory 

Fred Fiedler developed contingency theory in the 1960’s with the belief that a successful 

leader is the one who adapts his style on the circumstance (Peretomode, 2012). 

Contingency theory is an organizational theory that claims that there is no best way to 

organize, leader or make decisions in an organization but instead, the course of action is 

contingent upon the internal and external situation. Contingency theory approach in 

studying organizational behavior provides explanations as to how contingent factors 

influence the design and function of the organization (Islam and Hu, 2012). According to 

them,  contingent factors include culture,  technology, and the external environment The 

assumption underlying this theory is that no single type of organization structure is 

equally applicable to all organizations but organizational effectiveness is dependent on 

the kind of technology, environmental volatility and the size of the organization. 

According to Islam and Hui (2012), there are three alternative approaches to contingency 

theory. The first approach is the interpretation of “fit” arguing that if an organization 

wants to survive, it must adapt to the characterization of its organizational context. 

Researchers such as (Dawar and Hage, 1978; Freeman, 1973; March and Manari, 1981) 

have used this approach. The second is where “fit” is interpreted as an interaction effect 

of organizational structure and the context of performance. Khandwalla (1977) found that 

for the effective firms, the correlation between technology, structural dimensions, a 

delegation of authority was more significant than ineffective firms.  The third is the 
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system approach where one can only understand organizational design by simultaneously 

investigating the contingencies. 

This theory is relevant to the study because church leaders manifest different leadership 

styles and their response to similar issues are different due to their spiritual orientation. 

There cannot, therefore, be claimed to be only one way to respond to issues in churches.  

Therefore, the theory is in line with the Organizational Characteristics variable in the 

study. 

2.3 Review of Empirical Literature 

This section reviews studies on the relationship between budgeting process, Internal 

Controls, Organizational Characteristics, and performance. The major concern is to 

determine the relationship between these variables. 

2.3.1. Budgeting Process and Organizational Performance 

Kamau, Rotich, and Anyango, (2017) carried out a study on the effect of budgeting 

process on the budget performance of state corporations in Kenya, a case of Kenyatta 

National Hospital. They randomly and administered a questionnaire to 72 employees 

involved in the budget formulation to test whether budget characteristics, budget 

participation, sophistication, feedback and budgetary control, affected budget 

performance. The results indicated there was a significant relationship. The study further 

found that budget participation had the greatest effect on performance. The study did not 

consider the Organizational Characteristics that may affect the budgetary process.  
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Pimpong and Laryea (2016) carried out a case study on budgeting and its impact on 

financial performance in Ghana. They analyzed data from 7 non-bank financial 

institutions using convenience sampling to test the hypothesis that there is no relationship 

between budgeting and firm performance. The study was to test further whether there was 

a relationship between budget coordination and firm performance. The results of this 

study indicated a significant positive correlation between the budgeting process and 

performance. There was also a significant association between budget coordination and 

performance. According to them, budgets provide useful information for financial 

allocation strategies. They further argue that the budget process includes budget planning, 

control coordination, and evaluation. This study focused on two budgeting process sub-

variables, budget coordination and budget planning ignoring other sub-variables such as 

budget participation, communication, and evaluation.  

Isaboke and Kwasira (2016) carried out an assessment of budgeting process and financial 

performance of county government of Nakuru, Kenya. They tested the hypothesis that 

financial capacity in the budget process has no significant effect on performance by 

analyzing data from 80 county officials. The results of this study were that financial 

capacity was significantly affecting the performance. The results from this study may be 

questioned because the staff is not the only players in the budgetary process and other 

factors such as the process characteristics should have been considered.  

A study to determine the effect of budgeting process on the performance of NGO in the 

health sector in Kenya was done by Kimunguyi, Memba, and Njeru, (2015). They tested 

the hypothesis that the budgetary process has a negative influence on performance by 

analyzing data from 270 NGO’s in Nairobi. To collect data both structured and 
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unstructured questionnaires were used while primary and secondary data were used. The 

results of the study indicated that the budgetary process had a significant influence on 

performance and the hypothesis therefore rejected. The study further found that good 

practices and budget management would positively influence financial performance. The 

study recommended development and implementation of sustainable policies and 

regulations for budget management. The study focuses on one variable, the budgeting 

process, and ignored other variables that may affect the budgetary process and hence the 

performance.  

A study by Lambe (2014), using survey research design focused on appraising the impact 

of budgeting and planning on the performance of financial institutions in Nigeria. Top 

management and middle-level staff of selected financial institutions participated in the 

study. The results indicate that budgeting and planning significantly affected the 

performance. The study further found the level of budget participation to be low in 

financial institutions and recommended greater improvement.  According to him, the 

budgeting process was restricted to a few top management staff and argued that 

budgetary system ensures constant efficiency in performance. The results are wanting 

because there was no evidence of hypothesis testing but rather an observational analysis 

that informed the findings.  

Tunji (2013) carried a study on the impact of budgeting and budgetary control on the 

performance of manufacturing companies in Nigeria. He tested four hypotheses about the 

effect of budgetary controls and performance. The study used direct interviews and 

observations of 26 randomly selected companies. The results reported the significant 

positive effect of budgetary control on performance. The study further concluded that 
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budget is a continuous management activity and that because of the changing 

environment, management should evaluate and adapt to the changes. According to him, 

technology and effective policies positively impact on the performance of companies. 

This study did not focus on budgetary process characteristics  

In their study of the relationship between budgeting and performance of remittance 

companies in Somalia, Mohamed and Ali (2013) found a moderate positive relationship 

between budgeting process and performance. The study analyzed data from 103 

respondents selected from seven remittance companies. The study used four variables of 

strategic budgeting, participatory budgeting, budgetary control and firm performance. 

The study suggested that companies should use participative budgeting and focus on 

rewarding employees that meet their target. The study did not consider other important 

budgeting process sub-variables such as budget planning which is vital in the process of 

budget formulation. 

Warue and Wanjira (2013) in their survey focusing on assessing the budgeting process in 

104 small and medium-size enterprises in Kenya noted that budgets formulate expected 

performance standards and reflect managerial objectives. Their study showed that lack of 

budgeting and financial discipline led to failure or poor performance of SME’s. Their 

study further established that if workers are involved in the budgeting process, then the 

overall performance increases. This study focused on budgeting, the participation of 

employees, firm size, ownership structure, skills and power managers and computerized 

accounting as research variables and their influence to budgets. The researchers failed to 

incorporate planning, communication, and evaluation in their study despite their 

importance in the budgeting process. Also, the study neglected to explore the influence of 
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Internal Controls and Organizational Characteristics on the budget process and 

performance. The study used the respondent’s opinions on performance variable rather 

than factual data. 

Silva and Jayamaha (2012) carried out a study on budgetary process and organizational 

performance of the apparel industry in Sri Lanka. The study targeted 50 selected 

companies using convenient sampling method. 228 managers were involved in the study 

to test two hypotheses first whether there was a sound budget process and second on the 

relationship between budgetary process and performance. The results indicated there was 

a significant positive relationship between budgeting process and performance. The study 

further concluded that efficient organizations maintained sound budgetary processes 

significantly contributing to higher performance. Also, the study suggests that accounting 

and finance professionals should focus and increase knowledge on the budgeting process 

to support managers in enhancing performance specifically. The study failed to include 

other factors such as Organizational Characteristics and Internal Controls that may affect 

the relationship between budgeting process and performance. 

Hosen, Hui, and Sulimani, (2011) in a survey that focused on the relationship between 

the level of budget participation and firm performance found no significant association 

between the variables because of the influence of culture in the budgeting process. The 

study was limited to budget participation and performance without focusing on other 

characteristics of the budgeting process. Performance measurement in this study was 

based on the opinion of managers and not on facts from audited financial data.  
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Irvin (2005) carried out a study on balancing money and mission in a local church budget 

in Australia. The study was over a six month period one local church. The study aimed at 

establishing budgeting practices and attitudes to budgeting in a local Church. The results 

indicated that churches viewed budgets as essential for growth. The study also found that 

the particular church in the study was practicing budgeting. Although the study referred 

to the belief that budgeting process was necessary for Church growth, there was no 

testing of hypothesis to confirm the impact on performance.  

Joshi et al., (2003) carried out, a survey of 146 Bahrain companies focusing on budget 

planning, control, and performance. The results found a significant relation between 

budget planning, control, and performance. However, the study found that the inability of 

the department and ineffective planning were the main reasons for failing to meet the set 

targets. They also found that budget variance report was used to evaluate manager’s 

abilities, timely recognition of a problem and to improve the next budget period. Their 

research further found that most of the firms prepare long-range plans and operating 

budgets, and used budget variances to measure a manager’s performance, for timely 

recognition of problems, and to improve the next period’s budget. This study, however, 

focused more on budget planning, control, and performance and left out other key budget 

characteristics such as participation, communication, and evaluation. However, the study 

did not explore how specific budgetary features such as planning, participation, 

communication, and evaluation affect organizational performance but instead assessed 

broadly on budget performance. Also, the study did not investigate the attitudes held by 

budget users towards the use of budget variance and how these attitudes affect 

performance.  
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Shields and Shields (1998) also explored budgetary participation and found that it 

enhances an employee’s trust, sense of control, and involvement with the organization, 

which then leads to more acceptance and commitment to the budget decisions and in turn 

causes improved performance. Budgetary participation leads to lower role ambiguity, and 

it is associated with higher performance since the implementation roles are clarified.  

The reviewed literature on budgeting and performance indicate a close relationship 

between budgeting process and organizational performance. Limited studies exist on the 

budgeting process and performance within Churches as only one was included in the 

review. None of the studies reviewed explored the intervening and moderating variables 

of budgeting process on the relationship between budgeting and Internal Controls. Also, 

reviewed literature on budgeting and performance was skewed to profit-making 

organizations due to limited studies on nonprofit and religious organizations. Therefore, 

the process of budgeting and its relationship with performance in churches in Kenya are 

still unclear. Furthermore, the main features of budgeting were left out of some of the 

studies and this impacted on the outcome of the various surveys. Reviewed studies 

focused on financial performance as the measure of performance. Other measures such as 

growth were ignored. After considering the above discussion, the study attempted to 

explore how budgeting and budgetary control leads to a better organizational 

performance focusing on churches in Kenya. 

2.3.2 Budgeting process and Internal Controls 

Koitaba, Waiganjo and Wanyoike, 2016 carried out an analysis of factors influencing 

financial control practices in community-based organizations in Kenya. They tested three 
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hypotheses with the first being that Internal Controls and budgets have no significant 

influence on financial control. In this study, data from 142 Community Based 

organizations (CBO) was analyzed. The results showed a correlation between the 

variables and indicated there was no significant influence of financial control. The results 

were the opposite of the expectation that budgeting and Internal Controls would have an 

impact on financial management and ultimately performance. The study indicated 

weakness in the budgeting process and Internal Controls that according to the study was 

not at the desired level. The study asserted that budgets cannot be mere estimates and has 

to be used as an essential planning and Internal Controls tool.  The study did not use 

budget characteristics such as participation, communication, and evaluation. The Internal 

Controls components such as control activity, control environment, risk analysis were 

also not used in this study.  

An assessment of factors for financial control on the performance of West Pokot County 

Government in Kenya was carried out by Chemeltorit et al. (2016). They tested four 

hypothesis and concluded that financial budgeting, financial reporting, Internal Controls, 

and performance had a significant relationship. The study further indicates that budgeting 

and financial reporting had a significantly high effect on performance and recommended 

embracement of budgeting and audit to ensure higher performance. The study focused on 

budget implementation and ignored the budget formulation process. Internal Controls in 

the study focused on audit recommendations and output influence and not the 

components of Internal Controls. By focusing on audit, the study may have left out 

pertinent issues usually not detected by auditors. The budgeting process characteristics 
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may determine Internal Controls required during implementation, and it would have been 

useful to the study.  

Thuita and Kibati (2016) carried a study on budget management practices and control on 

effective management of finances in public universities in Kenya. They tested two 

hypothesis on budget management practices and controls. Data from 65 respondents were 

analyzed. The results indicate that financial performance was significantly affected by the 

extent of budget management practices and the financial control in place. The study 

further found inadequate financial controls that impacted on the performance. The study 

focused on financial performance as independent variable ignoring other metrics such as 

student growth.  

Igbekoyi (2015) carried out a study on sustainable budgeting and budgetary control in 

Nigeria. The study was a conceptual review of the literature focusing on the success and 

failures of the budgeting process and control. The results indicate a relationship between 

the variables and that budgeting is a significant aspect of business activities. The study 

suggests an improvement to traditional budgeting approaches to beyond budget approach 

to promote better performance. The study findings raise the question because they were 

not based on field study but relied on other studies.  

Gaturu and Ngahu (2015) carried out a study on the effect of audit systems on financial 

management in Kenya. Data from 56 employees of water resources management 

authority was analyzed. They tested two hypotheses the second being that Internal 

Controls do not significantly affect financial management that include budgeting. The 

results indicate that audit systems influence financial management. The results further 
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suggest that computer-assisted audit techniques and Internal Controls influence 

management and that they need to be adopted and adhered to for enhanced performance. 

The study focus was on computer-assisted audit system and did not explore specific 

variables of Internal Controls. The indicators of financial management in this study were 

unclear because they were broadly stated.  

Wakiriba, Ngahu, and Wagoki, (2014) carried out a study on the effects of financial 

controls on financial management in Kenya’s public sector. The study sought to establish 

whether there was a relationship between control activities and financial management 

which includes budgeting. Data from 30 staff were analyzed. The results indicate there 

was a positive relationship. The study further concluded that Internal Controls systems 

influence financial management that includes budgeting. The study reported an 

inadequate extension of Internal Controls in some departments, and this hurt their 

efficiency. The study recommended a deliberate attempt by the leadership in 

strengthening Internal Controls systems to improve financial management/budgeting 

process. The study focused on one component of Internal Controls; control activity and 

failed to include other elements such as control environment, risk assessment, and 

monitoring activities. Budgeting characteristics were not considered in this study. 

In his study on advantages of budgetary controls Preetabh (2010), found that budgets 

were used to communicate to all people in the organization, which results in better 

understanding of set goals and improves the quality of communication. According to this 

study, when budgets are Internal Controls tool, they help to incorporate and lead to 

equilibrium the efforts of various departments in the brightness of the overall goals of the 

organization. This study focused specifically on budgetary controls but did not explore 
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how Internal Controls components within an organization affects the budgeting process 

and ultimately the performance of the organization. 

Irvin (2005) in her survey that focused on balancing money and mission in a local church 

in Australia found a relationship between budgeting and Internal Controls. In the study, 

she asserted that, as surrogates, budgets were for the spiritual goals to objectify and 

justify certain actions to monitor the success and accountability of the church. She further 

argues that accounting has shown to provide a valuable linkage between the conception 

of the church’s goals for the next year, and the resourcing of those aims. This study was 

limited to only one church, and its findings may not be a fair representation of all 

churches. Furthermore, the study did not explore specific Internal Controls characteristics 

and the effect of the budgeting process to performance.  

Armstrong, Marginson, Edwards, and Purcell, (1996) on budgetary controls in UK 

companies found the existence of a link between budgetary controls and Internal 

Controls. The results indicate a positive link between budgetary control and Internal 

Controls. They proposed that managers could ensure the workforce is informed and 

involved to share in the success of the organization, thus creating a feeling of budget 

ownership among employees. The study claims a connection between budgeting and 

control of labor with management using budgets when they have the freedom to act on 

the information. The study ignored the effect of Internal Controls to budgeting process 

and organizational characteristics was not investigated.  

Prior studies indicated a close relationship between budgeting and Internal Controls. 

However, the studies left out some essential characteristics of budgeting and Internal 
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Controls that may result in conflicting findings. Furthermore, there were limited studies 

on budgeting and Internal Controls focusing on Churches 

2.3.3 Internal Controls and organizational performance 

Tanui et al. (2016) conducted a study on Internal Controls systems for financial 

management in the church; a case of Protestant churches in Eldoret Municipality, Kenya. 

The study targeted 27 churches registered under NCCK and 17 responses were analyzed. 

The study indicates a positive relationship between Internal Controls and financial 

management. However, the study reported weak Internal Controls systems that needed to 

be strengthened. The study did not consider performance as a measure of the impact 

made by Internal Controls. Other factors such as Organizational Characteristics were not 

considered. 

A study on the influence of Internal Controls on the financial performance of Kenya 

Farmers Association Limited was done by Magu and Kibati (2016). They tested two 

hypothesis that focused on control environment and control activities and their 

significance to performance. The study was census targeting all the 78 associations 

registered at the time. The results show there was a significant positive relationship 

between Internal Controls and performance. The study further indicates that management 

was not committed to strengthening Internal Controls systems and recommended 

recruitment of competent staff. The results are questionable because the study reports 

very weak Internal Controls in participating members without reporting on whether their 

performance was equally weak. The study excluded other components of Internal 

Controls that may have resulted in a different conclusion. 
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A study on Internal Controls and fraud prevention in non-profit organizations; a survey of 

selected churches in Nigeria was done by Ojua (2016). He analyzed data from 100 

responses to test two hypothesis with the first testing there was no relationship between 

Internal Controls and occurrence of fraud among Nigeria Churches and the second that 

no challenges were mitigating the installation of the effective Internal Controls system. 

The results indicate there was a weak correlation between the Internal Controls system 

and occurrence of fraud. The study did not consider other factors such as performance 

and Organizational Characteristics.  

Kinyua et al. 2015 carried out a study on the effect of the Internal Controls environment 

on the financial performance of companies quoted on the Nairobi Securities Exchange. In 

this study, 115 senior managers. The study focused on the effect of Internal Controls on 

financial performance. They tested the hypothesis that there was no relationship between 

Internal Controls environment and financial performance. The result indicated a 

significant relationship between Internal Controls and performance and recommended 

that Internal Controls environment be enhanced to improve performance further. This 

study used only one component of Internal Controls; control environment, and failed to 

include the others such as risk assessment, control activity, information and 

communication, and monitoring activities. The results are therefore questionable as these 

other components have an impact on the joint effect on performance. 

In his study on challenges of implementing Internal Controls systems in 

nongovernmental organizations in Kenya; a case of a faith-based organization, 

Abdulkadir (2014) used desk review to conclude that there exist positive changes in 
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performance for organizations with proper Internal Controls. The results of this study 

were not backed by factual data since it relied on other studies.  

Nyakundi et al. (2014) in a survey study on the effect of Internal Controls systems on the 

financial performance of 168 small and medium scale businesses in Kenya found a 

relationship between budgeting and Internal Controls arguing that inadequate financial 

resources affect the efficiency of Internal Controls. They argued that the benefits of 

Internal Controls include the effectiveness and efficiency of an organization’s operation 

that includes budgeting process. According to them, Internal Controls ensure attainment 

of objectives, goals, and missions as quantified in financial terms. This study focused on 

three characteristics of Internal Controls: control environment, control activities and 

monitoring, leaving out a risk assessment, information, and communication. Furthermore, 

the study focused on financial performance, ignoring non-financial aspects. 

Chebungwen and Kwasira (2014) assessed Internal Controls system on financial 

performance in tertiary training institutions in Kenya; a case of African Institute of 

research and Development Studies. The study was a census comprising of 68 members of 

staff. The results indicate there was a positive relationship between Internal Controls and 

performance. The study further found that institutions that had entrenched prudent 

Internal Controls strategies were more likely to manage their finances better hence 

improving overall performance. The study established that internal audit units do not at 

times work expeditiously due to management interference. The study further suggested 

that staffing of internal audit department determined financial performance and 

management interference with internal audit increases weakness in the Internal Controls 

system. The results of this study are in question because they used internal audit instead 
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of Internal Controls components. The study did not explore non-financial measures, and 

their selection of the internal audit unit to assess Internal Controls systems failed to cover 

the five characteristics of Internal Controls.  

Muraleetharan (2013) carried out a study on control activities and performance of 

organizations in India. He tested two hypotheses with the first testing that control 

activities and performance are positively correlated and the second that control activities 

have a significant impact on performance. The study targeted 120 public and 80 private 

organizations making a total of 200. The study used questionnaires to collect data. The 

result reported a significant correlation between control activity and performance. This 

study used only one component of Internal Controls; control activity, and failed to 

include the others such as risk assessment, control environment, information and 

communication, and monitoring activities. The results are therefore questionable as these 

other components have an impact on the joint effect on performance. 

Ahiabor and Mensah (2013) carried out a study on the effectiveness of Internal Controls 

on the finances of Churches in Ghana. They analyzed data from 50 respondents and using 

frequencies conclude that Churches had some form of Internal Controls and there exist a 

positive relationship between Internal Controls and finances in Churches. The study 

further indicates that churches have Internal Controls though it varies among different 

metrics. They argue that churches had weak financial accuracy due to lack of computer 

systems and strong fraud prevention mechanisms due to trust. The study lacked testing of 

hypothesis and correlation of Internal Controls with performance. Furthermore, this study 

ignored the conventional components of Internal Controls such as control activities, risk 
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assessment, control environment, information and communication, and monitoring 

activities. 

Muraleetharan (2011) in his survey of 35 selected organizations on Internal Controls and 

the impact of financial performance found that Internal Controls has a significant impact 

on financial performance. This study further established that organizations with strong 

risk assessment, control activities, and monitoring had better financial performance than 

those with weak characteristics. The study focused on all five Internal Controls features 

(control environment, risk assessment, control activities, information and communication 

and monitoring) and linked them to financial performance. However, the study focused 

on profit, efficiency, and liquidity as financial measures while other proxies may have 

resulted in different finding. Furthermore, non-financial actions affect performance and if 

used to assess performance, may lead to a different finding.  

Bowrin (2004) carried out a study on Internal Controls in Trinidad and Tobago religious 

organizations. The study targeted six religious organizations (Churches and Hindu) 

through structured interviews of chief finance officers regarding Internal Controls in their 

organization. The results indicated inadequate Internal Controls in churches. The results 

further reported that Internal Controls systems varied across the churches. The study 

focused on reporting Internal Controls practices without relating the results to 

performance. It would have been useful for the study to be extended to the impact of the 

findings on the performance of Churches. 

Siino (2004) in his survey of Internal Controls in churches found that churches lack basic 

control against mismanagement or abuse of their funds, and this had an impact on the 
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church's performance. The study provided examples of the abuses of funds arising from 

the lack of control and accountability mechanisms in churches. This study focused on the 

nature of Internal Controls in churches and did not investigate the effect of Internal 

Controls to performance. 

In their study, Wooten (2003) in their study on the relationship between size and Internal 

Controls in the US found a relationship and concluded there were inadequate Internal 

Controls in churches. Duncan et al. (1999) carried out a study on Internal Controls 

systems in US churches examining the effects of size and denomination on systems of 

Internal Controls. The study used 317 surveys from three denominations; Presbyterian 

church, Baptist, and Methodist. They tested two hypotheses with the first testing that 

there is no significant difference between the internal evaluation scores of large churches 

and small churches and the second that significant differences do not exist among the 

control evaluation scores of the three denominations included in the study. Both 

hypotheses were rejected meaning there was a significant relationship between the 

variables. According to them, inadequate Internal Controls hinder the leadership from 

carrying out their mandate effectively, and this becomes fodder for financial fraud. The 

study reported inadequate Internal Controls in churches. The study further found that 

financial reports submitted to church management were not useful in assessing the 

achievement of objectives and performance. However, the study concluded that size had 

an impact on Internal Controls of churches finding that larger ones had better Internal 

Controls than smaller ones.  The study aimed at comparing results from different 

denominations and determine whether polity and hierarchical structures of denominations 
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affect Internal Controls systems. The study, therefore, did not find the correlation 

between Internal Controls and performance.  

These studies indicate a close relationship between Internal Controls and organizational 

performance. However, most of the studies left out some essential features of Internal 

Controls that may result in different findings. The studies focused on financial measures 

of performance while non-financial proxies of measuring performance exist. 

2.3.4. Budgeting process, Organizational Characteristics, and Performance 

A study was carried out on the relationship between competitive strategy and 

construction organizations performance using organizational characteristics as moderator. 

This study by Oyewobi et al., (2016) focused on 76 large construction companies in 

South Africa and found that organizational characteristics form the basis of achieving 

high performance. According to the study, leadership style influences the effectiveness of 

an organization. The study further found that organizational characteristics moderate 

competitive strategy and performance of the organization. The study focused on decision-

making style, organization structure and management style as important characteristics to 

moderate competitive strategy and organizational performance. Other factors such as age, 

size, and technology were not included in the study. 

Kisengo and Kombo (2014) carried out a study on the effect of firm characteristics on the 

performance of microfinance sector in Kenya. The study focused on 48 registered 

institutions operating in Nakuru, Kenya focusing on structure, market, and capital-related 

firm characteristics. The study found that firm characteristics have a significant effect on 

the performance of an organization. They further found that practitioners that nurture 
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organizational characteristics improve their performance. The study failed to incorporate 

characteristics such as the size and age of the firm, and these could have resulted in 

different findings. 

In his study on the impact of internal and external factors on the performance of the fast-

growing business, Dragnic (2014) found that eight internal factors, among them size and 

technology have a significant impact on performance. The study was conducted on 

Croatian fast-growing SMB’s over the period between 1990 to 2010. Data from 114 

respondents were analyzed. The results indicated that all internal factors such as size, life 

cycle stages, technology, organizational features of autonomy, product innovation, 

centralization and formalization, market responsibility and type of goals had a significant 

impact on performance. The study further found that external environment did not 

significantly impact on performance. The study reviewed sales growth as a measure of 

performance. The study did not consider leadership style and involvement of leaders in 

the budgeting process as part of Organizational Characteristic factors. 

Njuguna, Munyoki, and Kibera, (2014) carried out a study on the influence of the internal 

organizational environment on the performance of community-based HIV and Aids 

organization in Kenya. The study used random sampling and collected and analyzed data 

from 183 CBO’s. The results of the study show that the internal environment has an 

impact on the organization’s effectiveness and financial viability and have relevance to 

performance. The study further indicates that for organizations to achieve their 

objectives, their internal environment should be conducive. The study shows that proper 

leadership, budgeting, and management systems lead to organizations attaining the 

desired level of performance. The study did not include technology and size in their 
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internal control metrics. The performance focus in the study was effectiveness, 

efficiency, relevance and financial viability and none on the growth or decline of the 

organization. 

Abudho, Njanja and Ochieng’ (2013) carried out a study on the impact of organizational 

characteristics on sustainable advantage during a strategic change in Airlines in Kenya. 

The study employed survey design with a sample of 173 executives drawn randomly 

from various airlines. The study focused on three characteristics namely; business 

process, culture, and structure. The study found that organizational characteristics are 

interlinked and influence performance. The study further found that despite the different 

leadership styles, four characteristics emerged namely marketing and planning, 

technology, structure, and culture. According to the study, technology increases 

convenience and reduces the cost of labor. This study failed to consider the size and age 

that could have an impact on the study findings. 

A study of the determinants of financial performance of commercial banks in Kenya was 

done by Ongore and Kusa (2013). The study sample was 37 bank registered in Kenya 

with 370 respondents. The study identified management efficiency, capital adequacy, 

asset quality and liquidity management as internal determinants while economic variables 

such as growth rate, Gross Domestic Product (GDP) and Inflation were external 

determinants of performance. The results concluded that the financial performance of 

banks was driven by the board and management decisions alluding to the suggestion that 

Organizational Characteristics would impact on performance. The study further found 

that the effect ownership identifies on the performance of banks was not significant 
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which implies that Internal Controls may not positively affect performance. The study 

failed to consider Organizational Characteristics factors such as technology and size.  

Tanase (2013) carried out a study on an overall analysis of participatory budgeting; 

advantages and essential factors for effective implementation of economic entities. The 

study was a desk review. The results pointed out that leadership style is important in 

budgeting participation that improves the performance of subordinates and the overall 

performance of an entity. The study suggests that participatory budgeting may motivate 

employees, increase their performance, their satisfaction and may help the entity to obtain 

a more realistic budget. The leadership style, according to the study, creates a positive 

attitude towards budgets thus improving performance during implementation. This study 

was, however, a desk review and was therefore not tested in the field.  

Cornell et al. (2013) conducted a study on the influence of leadership positions on 

Internal Controls and reported fraud in religious organizations focusing on the association 

between Internal Controls, fraud and church characteristics such as age and size. The 

study involved 129 houses of worship in the United States of America (USA) and found a 

relationship between Internal Controls and performance. The study included church 

characteristics such as size and age. The study further found that trust has some use as an 

Internal Controls in a church setting and that Internal Controls in churches was 

ineffective. According to them, Internal Controls in churches are not effective at 

preventing fraud because of the difficulties of segregating duty and appear impolite to 

appear distrustful. However, the findings were that Internal Controls was inadequate in 

churches attributed to leadership styles.  
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Obiwuru, Okwu, Akpa, and Nwankwere, (2011) conducted a study on the effects of 

leadership style on organizational performance in small enterprises in Nigeria. They 

tested three hypotheses on the relationship between leadership styles and performance. 

Altogether, ten survey forms were distributed and received back for analysis. The study 

found that leadership styles had a significant positive relationship with performance and 

that transactional leadership style was more appropriate for the industry.  

A study by Boggs and Fields (2010) explored organizational culture and performance of 

Christian Churches in the USA. The study sought to explore how dimensions of 

organizational culture are related to performance. The study focused on Organizational 

Characteristics factors that include internal maintenance, concern for people and the 

hierarchy dimension in the church. 53 Christian churches participated in the study with 

299 respondents whose data was analyzed. The researchers argue that there is a little 

consensus concerning the measure of performance in churches and that growth rate of 

members is the most commonly used measure is the as argued by (Baumgartner, 1990; 

Ellas, 1997 and McRaney, 1992;). The study contained one denomination focusing on 

one of the many factors of the Organizational Characteristics.  

Ivan et al. (2010) in their survey focused on contemporary environment impact on 

organizational operations of 73 organizations in Serbia. They focused on establishing the 

relationship between the environment and the performance of organizations. The results 

found a relationship between the two variables. This study showed that without financial 

resources, the organization cannot perform its activities and that key organizational 

competence is the ability of organizations to alter the manner in which they operate based 

on leadership style. They further argued that leadership style set the conditions and 
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limitations for organizational operation and failure to adapt to changing the environment, 

performance declines. The study showed that the organizational environment is not 

homogeneous but represent a combination of a vast number of actors each of which 

affects the performance of organizations. According to the study, the factors include 

technological advancement and social, cultural factors.  

Adefila, Adeyemi, and Adeoti, (2010) carried out a study focusing on leadership style for 

optimum budget performance in Nigeria focusing on the private sector, small-scale 

entrepreneurs, and public service. Data from 112 respondents were analyzed and 

reported. The results indicate there exists a significant positive relationship between 

leadership style and budget performance. The results further show for budgets to succeed 

in its mission of enhancing the value of human business factor, it is of prime importance, 

and that leadership style has a significant influence on budget performance. This study 

showed that a participative leadership style has a greater impact on budgeting than 

authoritarian style. According to the study, leadership style adopted in the budgeting 

process affects the performance of an organization and contingency approach was 

advocated during the crisis period. 

In their study, Odom and Boxx (1988) carried out a study on the environment, planning 

processes and organizational performance of churches. The study sampled 175 churches 

focusing on size and growth about the planning process and environment. The study 

found that environmental factors used in decision making were related to the level of 

planning in churches. The study further found that size was related to the environment 

and growth of Churches. Furthermore, they argued that adopting and practicing formal 

planning lead to better performance regarding accessing funding. According to them, 
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Organizational Characteristics, planning process, and organizational performance have a 

positive relationship. 

Prior studies indicate a relationship between budgeting process, leadership style, and 

organizational performance. However, none of the studies combined all the three 

variables in one study.  

2.3.5. Budgeting process, Internal Controls, Organizational Characteristics and 

Performance 

Little information exists in accounting literature regarding the mutual relationship 

between budgeting, Internal Controls, Organizational Characteristics and 

performance/growth of churches in Kenya. However, elsewhere, studies have reported 

some anecdotal work. For instance, Joshi et al., (2003) focused on corporate planning, 

control, and performance evaluation and investigated the relationship between budget and 

organizational performance, organization size, and performance, Internal Controls, and 

performance but not as a combination of all the four variables. The study showed an 

individual variable relationship to performance.  

According to Avinash and Abbas (2015), in his study on transformational leadership, the 

style provides space for budget participation and sets the tone for Internal Controls while 

technology improves efficiency for organizations. According to Fatemeh (2011), the size 

of an organization suggests high budgets that require robust process and strong Internal 

Controls system. Although the above studies tried to look at the relationship between 

budgeting process, Internal Controls, Internal Controls and performance, their analysis 
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was based on individual analysis of few datasets. The current study can look at 

relationships with robust data.  

Abdulkadir (2014) in his desk study focused on the challenges of implementing Internal 

Controls in Kenya. The study found that many positive changes in organizational 

performance are associated with proper Internal Controls. According to the study, 

Internal Controls create a conducive environment that attracts financiers to fund budgets. 

The study found that Internal Controls increase accountability and ultimately 

performance. The study linked Organizational Characteristics, Internal Controls budgets, 

and performance through a governance structure that, if strengthened, the budget process 

is enhanced, Internal Controls strengthened, and access to more funding which ultimately 

increases organizational performance. The use of desk review is attributed to the study 

limitation. If the study carried out fieldwork, the findings could be different. 

Lau and Sholihin (2005) in their study on financial and non-financial performance 

measures argue that extensive use of financial performance recognizes the inherent 

advantages of financial measures. They argue that financial measures provide a summary 

view of the success of the organization’s performance and operating tactics and therefore 

they are reliable. Financial measures consist of a wide range of dimensions such as 

efficiency, profitability, and growth. Efficiency includes measures such as return on 

investment, return on asset while profitability includes a net profit margin,  return on 

sales, and gross profit margin. Growth, on the other hand, includes measures such as sales 

growth, market share growth and change in net income. For-profit making organizations, 

sales revenue and return on investment are the most frequently used financial ratios 

(Murphy, Trailer, and Hill, 1996). Lau and Sholihin (2005) argue that the adoption of 
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nonfinancial performance measures such as leadership styles may lead to favorable job 

satisfaction because nonfinancial performance measures show consideration for 

subordinates’ needs and interests, and act in a way that protects the subordinates’ 

interests. 

Bowrin, (2004) in his study on Internal Controls found that religious organizations have 

inadequate and patchy Internal Controls systems, but are capable of raising the 

comprehensiveness of their system to more acceptable levels. The study further found 

that Internal Controls depend largely on leadership style and their discretion on 

administrative matters, and ultimately this affects performance. According to the study, 

budget monitoring is necessary during funds disbursement as this may lead to 

overspending as unscrupulous vendors supply goods and services that are not ordered 

hence decreasing organizational financial performance. 

In their survey study on Enthusiasm and congregational growth, Medcalfe and Sharpe 

(2012) used data from 800 churches and found support for congregational growth being 

associated with internal factors of the church. The study further found that external 

factors such as income growth, location, and competition were not associated with 

growing churches. The study focused on membership growth and failed to review 

revenue growth in relation to organizational characteristics. The study did not focus on 

budgeting and internal controls. The study reinforced membership growth as a measure 

of church performance. 

In his study on top management team diversity and performance of Christian Churches, 

Perkings (2009) sampled 89 churches from a single denomination and found that 
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diversity in the church top management pay off in organizational growth and better 

efficiency but may have a negative impact on revenue growth. The study further suggests 

top management diversity within churches may have different effects than in commercial 

business organizations. The study focused on organizational characteristics excluding 

budgeting and internal controls. The study reinforced membership growth as a measure 

of church performance. 

Besides financial measures, non-financial measures such as employee’s job satisfaction 

and managerial performance are defined as a broader conceptualization of organizational 

performance. According to Otley (2003), when monitoring their firm performance, 

managers tend to place relatively less emphasis on conventional financial measures of 

performance such as return on investment or net profit. Description of performance is by 

traditional performance measures, which is unable to reflect satisfactorily on the firm’s 

performance affected by changing business environments (Hoque, 2004).  

2.4 Summary of Empirical Literature and Research Gaps 

An in-depth review of the literature on budgeting, Internal Controls, operating 

environment and performance was necessary to help the researcher and the readers to 

develop a thorough understanding of previous research findings that are related to the 

questions and objectives of this study. A review of the literature has identified several 

knowledge gaps in the budgeting process, Internal Controls, operating environment and 

performance as shown in Table 2.1. Most studies on the budgeting process and 

organizational performance focused on financial measures of performance and failed to 

investigate nonfinancial. The studies did not focus on variables such as Internal Controls 
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and Organizational Characteristics as critical factors affecting performance. There has 

been a skewed bias towards budget participation in the budgeting process and limited 

studies on other budget process characteristics such as planning communication and 

evaluation, hence the need to explore other variables. Furthermore, most studies on the 

budgeting process focused on profit-making organizations and very few studies on 

churches. 

Studies on Internal Controls focused on practices with very limited studies linking it to 

organizational performance. Studies have not investigated Internal Controls as an 

intervening variable that affects budgeting and performance relationship. Most studies on 

Internal Controls investigated general practices focusing on few Internal Controls 

characteristics and failing to investigate all the five components of Internal Controls in 

one study as they relate to performance. None of the studies reviewed investigated 

budgeting process, Internal Controls, operating environment and performance of 

churches in one study. Table 2.1 below shows the summary of knowledge gaps. 
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Table 2.1: Summary of knowledge gaps 

Researchers Focus of the 

Study 

Methodology Findings Gaps Focus of current 

Study 

Chebungwen 

and Kwasira 

(2014) 

Internal 

Controls and 

Financial 

Performance 

Quantitative 

Survey study 

Internal auditing is 

critical integral part of 

Internal Controls 

system 

Study failed to show the link 

between financial performance 

and Internal Controls 

This study intends to 

relate financial 

results to Internal 

Controls 

Nyakundi et 

al., (2014) 

Financial 

Performance 

and Internal 

Controls 

Quantitative -

Cross-

sectional 

survey 

Internal Controls 

systems influence 

financial performance 

Study was carried out in the 

SME sector and not in the 

context of churches 

Study will focus on 

Internal Controls and 

financial 

performance of 

churches 

Lambe 

(2014) 

Budgeting 

and planning 

on the 

performance 

Quantitative 

Survey study 

Budgeting and 

planning have impact 

on performance 

The study focused on financial 

measures of performance and did 

not investigate  non-financial 

The study will 

include non-finance 

measures of 

performance 

Ahiabor and 

Mensah 

(2013) 

The 

effectiveness 

of Internal 

Controls on 

the church 

finances. 

Quantitative 

Survey study 

There is significant 

relationship between 

Internal Controls and 

finances 

The study did not focus on the 

COSO Internal Controls 

framework that provides general 

characteristics for measuring 

Internal Controls 

The study will 

concentrate on the 

COSO framework  

Warue and 

Wanjira 

(2013) 

Budgeting 

Process 

Quantitative 

Survey study 

Computerized 

accounting system, 

firm size, participation 

of workers and skills 

significantly 

contributes to 

The study did not investigate 

other variables such as Internal 

Controls as a factor in budgeting 

process and performance. 

The study will 

examine the effect of 

Internal Controls on 

the relationship 

between budgeting 

and performance. 
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budgeting process and 

in general 

performance of SME’s  

Tunji (2013) Internal 

Controls 

Quantitative 

Survey study 

Non-compliance of IC 

systems is because of 

knowledge gap on the 

lower scale and 

deliberate action of 

management and key 

staff 

The study did not link Internal 

Controls to lack of budget 

participation that could have led 

to circumventing IC. 

The study will link 

Internal Controls to 

budget and 

performance. 

Muraleetharan 

(2013) 

Internal 

Controls and 

performance  

Quantitative 

Survey study 

Control activities and 

organizational 

performance are 

statistically significant 

in determining 

performance. 

Study limited to control 

activities of Internal Controls 

Study will 

investigate five 

components of 

Internal Controls  

Silva and 

Jayamaha 

(2012) 

Budgetary 

process and 

organizational 

performance 

Quantitative 

Survey study 

Budgetary process has 

significant association 

with the organizational 

performance 

Intervening effect of Internal 

Controls not investigated 

The study will 

examine the 

intervening effect of 

Internal Controls. 

Hosen et al., 

(2011) 

Participation 

budgeting and 

firm 

performance 

Quantitative 

Survey study 

There is an influence 

of culture on the level 

of participation in 

budgeting. 

The study limited to culture and 

budget participation with no 

effect on performance. 

The study will 

investigate the effect 

of Internal Controls 

and operating 

environment. 

Adefila et al., 

(2010) 

Leadership 

and budget 

Quantitative 

Survey study 

Leadership style 

influences budget 

The study limited to culture in 

budgeting only.  

The study will 

incorporate size and 
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performance performance technological 

advancement. 

Amudo and 

Inanga 

(2009) 

Internal 

Controls 

Quantitative 

Survey study 

When some 

components of 

Internal Controls lack 

control, structures are 

ineffective. 

Study did not link Internal 

Controls to budgeting and 

performance 

Study will link 

budgeting to Internal 

Controls and 

performance 

Siino (2004) Internal 

Controls  

Quantitative 

Survey study 

Churches lacked 

expected controls 

against 

mismanagement of 

their funds 

Study does not indicate the 

impact of findings to 

performance 

The study will 

demonstrate the 

effectiveness of 

existing practices to 

the fulfillment of the 

church mission. 

Bowrin 

(2004) 

Internal 

Controls  

Quantitative 

Survey study 

ROs as a group do not 

have adequate IC 

systems. 

Study limited to Internal 

Controls only  

The study will focus 

on budgeting process 

and Internal Controls 

as an intervening 

variable. 

Joshi et al., 

(2003) 

Budget 

planning, 

control, and 

performance 

Quantitative 

Survey study 

Firm size does not 

influence budgeting 

practices. 

Attitudes held by budget users 

towards the use of budget 

variances not investigated 

The study will 

investigate attitude 

of budget users. 

Duncan, et 

al., (1999)  

Internal 

Controls. 

Quantitative 

Survey study 

Internal Controls 

systems differ based 

on denomination and 

the size 

Study limited to Size and not 

technology and leadership and 

did not link to Performance 

The study will 

incorporate 

leadership style and 

technology.  

 



65 

 

2.5. Conceptual Framework 

The conceptual framework (figure 2.1) shows the interrelationship between the study 

variables together with the related hypotheses. The study sought to ascertain the effect of 

the budgeting process, Internal Controls and Organizational Characteristics on church 

performance. The study was conceptualized in figure 2.1 and attempt to establish the fit 

between budgeting process (independent variable), Internal Controls (intervening 

variable), Organizational Characteristics (moderating variable) and the degree to which 

these variables influence performance (dependent variable). The framework further 

shows the relationship between variables with the arrows pointing to the direction of the 

relationship. 

These variables constitute four perspectives considered in the conceptual framework. 

First, the budgeting process perspective; which involves measurement of various 

budgeting process characteristics that affect performance and establishing the relationship 

between budgeting process and church performance. These features are budget planning, 

participation, communication, and evaluation, which were used to evaluate the budgetary 

process in the study. The budget characteristics have been used in previous studies such 

as Silver & Jayamaha (2012) and Joshi et al. (2003) and found as appropriate to relate 

with performance.  

The second perspective is Internal Controls as an intervening variable. It was expected 

that the success of the budgeting process on the performance of churches is mediated by 

the Internal Controls as an essential element in the planning process of an organization. 

The measurement of Internal Controls will involve characters; assessment of the control 
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environment, risk assessment, control activities and monitoring. These characteristics 

were borrowed from COSO (1992) and are the most common characteristics used in 

previous studies such as Tanui et al. (2016) and Muraleetharan (2013).  Previous studies 

on Church Internal Controls such as Bowrin, (2004), have used similar components in 

their study.  

The third perspective is the Organizational Characteristics as a moderating variable. It 

was expected that Organizational Characteristics influences the relationship between 

budgeting process and performance of Churches. The measurement metrics entailed 

church characteristics: size, age, leadership styles, technology and involvement of church 

leaders in the budgeting process. These characteristics were used in line with previous 

studies such as Warue and Wanjira (2013). Previous studies on church environment, 

budgeting, and performance such as Odom & Boxx, (1988) and Cornel et al. (2013) have 

used similar metrics in their study. 

The final perspective is organizational performance whose measure metric is membership 

growth and revenue growth. According to Boggs and Fields (2010) church growth is 

most appropriate and commonly used measure for performance in Churches.  They 

argued that the church’s long-term emphasis is on membership growth and expanded 

outreach. Other studies that have used growth as a measure are (Baumgartner, 1990; 

Ellas, 1997; McRaney, 1992; Schwartz, 1996; Watts, 1996). Furthermore, Epstein & 

Buhovac (2011) have argued that using a combination of financial and non-financial 

measures give a more balanced indication of organizational performance. 
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Figure 2.1: Conceptual Framework              
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2.6 Research Hypotheses 

 

The research hypotheses were formulated from the research objective based on 

assumptions, theoretical basis, and empirical literature. In theory, it is expected that the 

budgeting process, Internal Controls, and Organizational Characteristics would have a 

relationship with performance. It was assumed that Internal Controls and Organizational 

Characteristics would have an intervening and moderating effect respectively on the 

relationship between budgeting process and performance. It was also expected that there 

exists a positive relationship between budgeting process, Internal Controls, 

Organizational Characteristics, and performance. Reviewed literature indicates 

conflicting results on the relationship between these variables. There were limited studies 

on the joint relationship of the budgeting process, Internal Controls, the Organizational 

Characteristics on the performance. Based on the objectives and literature review, the 

following hypotheses were formulated. 

H01: There is no effect of budgeting processes on the performance of churches in Kenya. 

H02: There is no intervening effect of Internal Controls on the relationship between the 

budgeting process and the performance of churches in Kenya. 

H03: There is no moderating effect of Organizational Characteristics on the relationship 

between budgeting process and performance churches in Kenya. 

H04: There is no joint effect of the budgeting process, Internal Controls and 

Organizational Characteristics on the performance of churches in Kenya. 
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CHAPTER THREE: RESEARCH METHODOLOGY 

3.1. Introduction 

This chapter presents the method and approaches used in the study that sought to 

determine the effects of the budgeting process, Internal Controls and Organizational 

Characteristics on the performance of churches in Kenya. Specifically, the chapter 

discusses the research philosophy, the research design, the study population, data 

collection instruments, reliability and validity, operationalization of the study variables 

and how the data was analyzed.  

3.2 Research Philosophy 

Research philosophy refers to beliefs about the way in which data about phenomenon 

should be gathered, analyzed and used. Research philosophy forms the foundation of 

knowledge and the nature of that knowledge. There are two broad research paradigms in 

scientific research. The paradigms are the positivism and phenomenology paradigms.  

Positivists believe that the reality is stable, and it can be observed and described from an 

objective viewpoint without interfering with the phenomena under study. The proponents 

argue that the phenomena should be isolated and that observation should be repeatable 

basing predictions on previously observed and explained realities and their 

interrelationship. Positivism predominates in science and assumes that science 

quantitatively measures independent facts about a single apprehensible reality (Healy and 

Perry, 2000) 
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Phenomenology, on the other hand, illuminate the specifics, to identify phenomena 

through the perception by the actors in a situation. The process normally involves 

gathering information and perceptions through inductive and qualitative methods such as 

interviews, discussions, and participant observation, presenting it from the perspective of 

the research participant. Phenomenological research focuses on the experience and 

meaning of a particular phenomenon (Cooper, Fleischer and Cotton, 2012). 

This study was external, objective, independent and used a structured method that 

combined logical deduction with accurate empirical observations. The study has opened 

up and confirmed a causal relationship between budgeting, Internal Controls, 

Organizational Characteristics, and performance. This causal relationship justifies the use 

of positivist philosophy, as it allowed theory testing through the formulation of 

hypothesis. 

3.3 Research Design 

The research design in a study is the overall plan for linking the conceptual research 

problem to the relevant empirical research. Research design provides a general plan as to 

how to answer the research questions (Saunders, Lewis, and Thornhill, 2009) and the 

process for collecting, analyzing, and interpreting the data.  

According to Cooper and Schindler (2003), there are three types of research design: 

descriptive, exploratory and causal. The goal of the descriptive design is to describe 

characteristics of a phenomenon under the study. Exploratory research is used to discover 

ideas and insights while causal research is used to establish cause and effect of 

relationships. 
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Descriptive research involves three ways namely; observational, case study, and survey. 

The study adopted a survey design, which according to McMillan and Shumartcher 

(2001) involves the selection of respondents and administering of questionnaires or 

conducting interviews to gather information. It is appropriate for obtaining information 

that involves self-reported beliefs, opinions, values, motives, habits, feelings, and desires 

of present or past behaviors (Creswell, (2009). The researcher preferred this design 

because the study sought to gather information from leaders and congregants about the 

influence of the budgeting process, Internal Controls and leadership styles on churches 

performance.  

According to Brown (2010), the types of survey are the cross-sectional, the longitudinal, 

the comparison group, the normative and the case control. The cross-sectional involves 

the collection of data at a given point from a sample selected to represent a large 

population, while longitudinal asks the same questions at two or more given points.  

This study used a correlational descriptive research design. Descriptive research studies 

focus on describing the characteristics of a particular variable (Kothari, 2004). The 

correlational descriptive design is appropriate where the overall objective is to establish 

significance in associations among variables if existing at given point. This study also 

adopted a cross-sectional survey because it provides a snapshot useful for planning for 

change. Also, cross-sectional was appropriate because data collection occurred at one 

point in time to describe things as they are while extracting the idea of constructs at 

different times by adding variables. 
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3.4. Study Population and Sample 

The population of this study was all churches registered as members of NCCK and EAK. 

There were 29 and 68 registered members in NCCK and EAK respectively as at 

December 2016. The General Secretaries of the two umbrella bodies provided a credible 

list of registered members for the sole purpose of this study. A direct request from the 

two leaders was after realizing that data on their websites were not up to date. The 

analyzed data confirmed that all these Churches had registration in Kenya. There existed 

reliable performance data in line with their umbrella body regulatory requirements of 

filing performance returns every year. According to Ochanda (2012), Christian religion in 

Kenya, comprising of 60% NCCK and 12% by EAK make a total of 72%. Therefore, the 

choice of the population was a fair representation of the Kenyan Churches that was 

adequate to reach conclusions on the budgeting process, Internal Controls, Organizational 

Characteristics and performance of churches.  

Due to the small size of the population, there was no sampling, and the study was census 

meaning inclusion of all the churches registered under the two umbrella bodies. The unit 

of analysis was the church as a whole. The use of this unit of analysis is consistent with 

the stated objectives, and it took a top-down perspective on budgeting and Internal 

Controls of churches about performance (Irvin, 2005).  

3.5 Data Collection  

Both primary and secondary data collection were used in this study. In primary data 

collection, the researcher used questions tailored to elicit relevant data that helped in the 

study. Review of secondary data from reports covered a period of five years from 2012 to 
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2016.  The primary data covered all independent variables and secondary data covered 

organizational performance which for this study was membership growth. The researcher 

contacted the organization using a letter as shown in Appendix I. The researcher recruited 

and trained seven research assistants who personally visited and dropped the 

questionnaire to the Churches after explaining the purpose and need for feedback. The 

structured questionnaire was administered in hard copy and where requested, electronic 

version. Summary notes explaining the concepts were distributed to the research 

assistants to ensure consistent messaging. The management of the umbrella organization 

assisted the research assistants in accessing the Churches by way of providing a detailed 

list of churches and contact persons in their records. Studies such as Khomba (2011) have 

used this approach and found it successful. This method increased the response rate.  

The target respondents were top executive members (Bishop, cardinal, Priest, Treasurer 

or Secretary) from each of the churches making a total of 108.  According to Jye & 

Castka (2009), top executives appropriate respondents since they shape the destiny of 

organizations.  Obtained church growth data was from the Church’s register of members 

for the period ending 31st December 2012 and 31st December 2016.  

The structure of the questionnaire comprised of five parts, namely: church background, 

budgeting process, Internal Controls, Organizational Characteristics and organizational 

performance. Demographic data of the church under study was collected on church 

background section while another section captured budget characteristics comprising of 

budget planning, budget participation, budget communication and budget evaluation. 

Internal Controls section had self-evaluation components such as the control 

environment, the risk assessment, the control activities, the information and 
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communication and the monitoring while Organizational Characteristics focused on the 

church size, age, leadership style, and technological advancement. Finally, a church 

performance section captured membership growth.   

3.6. Reliability and Validity 

3.6.1. Reliability 

According to Kinyua & Okunya (2014) reliability is a measure of dependability, 

trustworthiness, and consistency a test is measuring the same thing each time. In the 

simplest terms, a valid test is one that measures what it is intended to measure (Hathcoat, 

2013). Three aspects of reliability exist namely: equivalence, stability, and internal 

consistency. 

Equivalence refers to the extent of agreement between two or more instruments 

administered at nearly the same point in time. Stability occurs when similar scores are 

obtainable with repeated testing with the same group of respondents. Internal consistency 

is the extent to which items on the test measure the same thing.  

Internal consistency was most relevant to this study because the instruments were to 

measure the same thing. The study used Cronbach's alpha to test the internal consistency. 

Cronbach's alpha is a statistic arrived from a calculation from pairwise correlations 

between items. It ranges between negative infinity and one (Table 3.1). Coefficient alpha 

would be negative whenever there is greater within-subject variability than between-

subject variability (Sekaran, 2003). Only items with a coefficient alpha value of more 

than 0.7 would be relevant (Nunnally, 1978). 
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3.6.2. Validity 

The validity of an instrument relates to its ability to measure the constructs as purported. 

There are many different types of validity, including construct, face, content, criterion-

related, concurrent, convergent and divergent validity. The researcher carefully defined 

the variables and incorporated feedback from university supervisors to ensure validity. 

The instrument was pre-tested with 11 respondents and feedback incorporated into the 

instrument. This pre-test feedback represents 10% of the sample as recommended by 

(Mugenda and Mugenda, 2003). 

Construct validity of operationalization is the extent to which it measures what it claims 

to measure. Construct validity is used when the dimension in question is an abstract 

construct gathered from directly observable events. Face validity is when that 

operationalization looks like it does measure the construct of interest. To measure content 

validity, we described the population of interest and then asked experts to judge how well 

representative a sample was for that population. Criterion-related validity enabled 

operationalization by seeing how it was related to other variables. 

Concurrent validity is a score on our instrument which strongly correlated with scores on 

other concurrent variables. These are variables measured at the same time.  

3.7. Operationalization of Variables 

The study operationalization focused on four variables namely: Budgeting Process, 

Internal Controls, Organizational Characteristics, and performance. The 

operationalization was done to enable the researcher to measure the study variables 

quantitatively and test the four hypotheses of the study.  
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The study used four metrics of budgeting process namely: budget planning, budget 

participation, budget communication and budget evaluation. The metrics were the most 

commonly used in previous studies such as (Kimunguyi, el at. 2015; Mohamed & Ali 

2013; Kamau et al. 2017: Silva & Jayamaha, 2012; Joshi et al., 2003). The metrics were 

appropriate for Churches and therefore adopted in the study.  

There has been considerable research examining Internal Controls in profit-making 

organizations and relatively little in Church organizations (Cornel et al., 2013). 

Information on Internal Controls in churches is therefore in short supply. The few studies 

on Internal Controls in churches such as (Bowrin, 2004; Siino, 2004 & Wooten, 2003) 

focused on whether Internal Controls exists with some linking to performance. Lack of a 

study that linked Internal Controls to budgeting and performance informed the inclusion 

of Internal Controls as an intervening variable on the relationship between budgeting 

process and performance of Churches. COSO (2013) recommended the use of control 

environment, risk assessment, control activities, information and communication, and 

monitoring activities as metrics for establishing the existence of strong Internal Controls 

in an organization. Previous studies such as Tanui et al. (2016) and Cornel et al. (2013) 

adopted the COSO recommendation in their studies that established a relationship between 

Internal Controls and performance of Churches. The same metrics were adopted in this study 

because they are the most commonly used metrics for Internal Controls by researchers such 

as (Magu & Kibati, 2016: Muraleetharan, 2013: Bowrin, 2004).  

Studies such as Drucker (1990) argue that nonprofit organization such as Churches have 

greater need of management and good governance than for-profit organizations. Drucker 
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recognized that nonprofit organizations have a diverse environment that at times is 

challenging. Furthermore, Mawudor (2016), argues that the church environment is critical for 

sustainability. The importance of creating an enabling environment for budget process led to 

the inclusion of the Organizational Characteristics variable in the conceptual framework to 

determine whether it has a moderating effect on the relationship between budgeting process 

and performance of Churches. Previous studies have used Organizational Characteristics 

metrics to establish a relationship with performance. Joshi et al., 2003 used these metrics in 

their study on budget planning control and performance. Warue and Wanjira (2013) included 

Size, technology, and skills, and power of managers in their study. The study found these 

metrics positively impacting on the budgeting process and performance. Cornel et al. (2013), 

used Organizational Characteristics of churches the influence of leadership positions on 

Internal Controls. This study, therefore adopted the Organizational Characteristics metrics as 

they were found to be relevant to churches.  

The study used membership growth to measure performance. The use of membership growth 

is in accordance to Boggs and Fields (2010) who argued that because there is a little 

consensus concerning how to measure church performance, membership growth has become 

the most common measure. Studies such as (Baumgartner, 1990; Ellas, 1997; McRaney, 

1992) have used membership growth in their studies and therefore adopted in this study. 

Summary of the study operationalization is as shown in Table 3.1. 
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Table 3.1: Operationalization of the Study Variables  

Variable Indicator Measurement 

scale 

Operationalization Questionnaire 

Reference 

Supporting 

Literature 

Budgeting 

Process 

Budgetary 

Planning 

Interval The extent of planning before 

budgeting begins 

Q2.7C to 

Q2.7I 

Kimunguyi et al., 

2015; Mohamed 

& Ali 2013; 

Kamau et al. 

2017: Silva & 

Jayamaha, 2012; 

Joshi et al., 2003) 

Budgetary 

Participation 

Interval The extent of functional managers 

participation in the budget process 

Q2.7J to 2.7 N 

Budgetary 

Communication 

Interval The extent to which budget 

information is available to staff. 

Q2.7O to Q 

2.7T 

Budgetary 

Evaluation 

Interval Budget revisions  Q2.7U to 

Q2.7X 

Internal 

Controls 

Control 

Environment 

Interval The extent to which processes and 

structures are respected in the 

organization 

Q3.4A to 

Q3.4E 

COSO (2013) 

Tanui et al. 

(2016) 

Magu & Kibati, 

2016: 

Muraleetharan, 

2013:   Bowrin, 

2004 

Risk Assessment Interval Process for identifying and 

analyzing risks  

Q3.4F to Q3.4I 

Control 

Activities 

Interval Policies and procedures that help 

ensure mitigation of risks  

Q3.4J to 

Q3.4L 

Information and 

Communication 

Interval Dissemination of information 

necessary to carry out Internal 

Controls responsibilities in 

support of the achievement of its 

objectives 

Q3.4M to 

Q3.4O 

Monitoring Interval Ongoing evaluations used to 

ascertain Internal Controls are 

present and functioning 

Q3.4P to 

Q3.4Q 

Organizational 

Characteristics 

Size Nominal The extent to which size helps 

improve the budgeting process 

Q2.7A Warue and 

Wanjira, (2013), 
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Joshi et al., 2003  

Cornel et al. 

(2013) 

 

Age Nominal The extent to which age affects 

budgeting process 

Q2.7B Warue and 

Wanjira, (2013), 

leadership style Interval The extent that leadership affects 

budgeting process and Internal 

Controls. 

Q4.2A to 

Q4.2E 

Adefila et al. 

(2010) 

Technological 

advancement 

Interval Adoption of technology in 

Churches 

Q4.2F to Q4.2I Warue and 

Wanjira, (2013), 

Gagnon and 

Dragon, (1998) 

Involvement of 

Church Leaders 

in budgeting 

Interval The extent to which Church 

leaders are involved in the 

budgeting process 

Q4.2J to 

Q4.2Z 

Mawudor, (2016) 

Performance Membership 

Growth 

Revenue Growth 

Ratio Average membership and revenue 

growth for the past five years 

Q5.1 & 5.2 Boggs and Fields, 

(2010); 

Baumgartner, 

1990; Ellas, 1997; 

McRaney, 1992 
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3.8. Data Analysis and Analytical Model 

The two commonly used methods of data analysis are descriptive and inferential. Descriptive 

helps describe, show or summarize data in a meaningful way such that, patterns easily 

emerge from the data. Since the study sought to establish the degree of association between 

variables and test hypothesized relationship, the study used a combination of descriptive 

statistics, Simple and hierarchical regression analysis, Pearson's product moment correlation 

and ANOVA. ANOVA was used to check the significant differences or similarities between 

means by analysis of variance. Inferential statistics in the form of Spearman’s moment 

Correlation provided a numerical summary of the direction and strength of the relationship 

between variables. A T-test was used to determine the individual significance of 

relationships, while p < 0.01 was taken as statistically significant.  

The Pearson’s product moment correlation coefficient (r) was computed to provide a 

numerical summary of the direction and strength of relationship (association) between 

variables. The coefficient of determination (R2) was computed to check the goodness of fit of 

the regression model. Finally, simple and hierarchical regression analysis was used to 

establish any cause and effect, degree and direction of the relationship between variables. 

Researchers such as Gould (2003) have used these statistical tools in the past. The data 

extracted from churches was analyzed using the Statistical Package for Social Sciences 

(SPSS) and excel spreadsheet tools to test the construct measures and to test the hypotheses 

outlined in the conceptual framework. SPSS and excel were used to perform data entry and 

analysis and to create tables.  
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The dependent variable was the performance of churches. The indicators of performance in 

this study were statistical figures on membership growth. The independent variables were 

budgeting processes, Internal Controls, and Organizational Characteristics. The indicators on 

how budgeting processes influence performance in this study includes statistical indicators on 

budgeting practices. Statistical figures on how Internal Controls influences effectiveness such 

as the better implementation of targets and offering of quality management knowledge are 

the other indicators of how budgeting influences performance. Influence of Internal Controls 

was indicated by statistical figures on how controls were related to business benefits. 

Influence of leadership style on performance in this study is statistical figures on the extent to 

which various leadership issues affect performance. These are such as leadership style, 

technological advancement, and involvement of church leaders in the budgeting process. The 

number of church members has been used to measure their size while years of operation 

determined church age.  

Based on the conceptual framework, the study used multiple linear regression models as 

follows: Y = β0 + β1 X1 + β2 X2 + β3 X3+ ℮ 

Where y = Performance=Membership growth +Revenue Growth 

 X1= Budgeting process 

X2= Internal Controls 

X3= Organizational Characteristics 

 

The study appreciates that other factors may be influencing the performance of churches in 

Kenya apart from the variables investigated. These factors are represented by . The error 

term (e) represents “noise” or interference which denotes that there may be a nonlinear 

relationship between the independent and dependent variable. 
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Table 3.2: Summary of data analysis and Analytical Model 

Objective Hypotheses Type of Analysis Interpretation of results 

To investigate the 

effect of the 

budgeting process 

on the performance 

of Churches 

H1H01: There is no 

effect of budgeting 

processes on the 

performance of 

churches in Kenya. 

 

Simple Regression Analysis 

Y1 = α01+ β11X1 + ε 

Pearsons product 

moment 

Correlation ( r) 

A relationship exists if 

the coefficient of 

determination Adjusted R 

square is positive. 

Hypothesis rejected if 

P<.05. r significant if 

p<.01. 

To determine the 

intervening effect of 

Internal Controls on 

the relationship 

between budgetary 

process and the 

performance of 

churches. 

H2H02: There is no 

intervening effect 

of Internal 

Controls on the 

relationship 

between the 

budgeting process 

and the 

performance of 

churches in Kenya. 

 

Multiple regression analysis 

Y2 = β0 + β1X1+β2X2+ ε 

 

Pearsons product 

moment 

Correlation ( r)  

 

The mediating effect 

exists if β2 is significant 

and β1 smaller in 

absolute value than the 

original intervening 

effect. Hypothesis 

rejected if P<.05. r 

significant if p<.01. 

To establish the 

moderating effect of 

Organizational 

Characteristics on 

the relationship 

between budgeting 

process and  

performance of 

churches in Kenya 

H3H03: There is no 

moderating effect 

of Organizational 

Characteristics on 

the relationship 

between budgeting 

process and 

performance 

churches in Kenya. 

 

Multiple regression analysis 

Y3 = α+β1X1+β2X2+ β3 (X1, 

X2) +ε 

Pearsons product 

moment 

Correlation ( r) 

 

A relationship exists if 

the coefficient of 

determination Adjusted R 

square is positive 

between the budgeting 

process and performance, 

increasing after 

moderation. Hypothesis 

rejected if P<.05. r 

significant if p<.01. 

To establish the 

joint effect of 

budgeting, Internal 

Controls, and 

Organizational 

Characteristics, on 

the performance of 

churches. 

H04: There is no 

joint effect of the 

budgeting process, 

Internal Controls 

and Organizational 

Characteristics on 

the performance of 

churches in Kenya. 

Multiple regression analysis 

Y4 = α +βX1+βX2 +βX3 

+β(X1, X2, X3) +ε 

Pearson’s product moment 

Correlation (r) F-test t-value 

tests to check for the 

significance of individual 

variables in the equation 

 

A relationship exists if 

the coefficient of 

determination Adjusted R 

square is positive. 

Hypothesis rejected if 

P<.05. r significant if 

p<.01. 
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CHAPTER FOUR: DESCRIPTIVE DATA ANALYSIS AND PRESENTATION 

4.1 Introduction 

This chapter presents the study results of the descriptive data analysis of the variables that 

include the pilot test, descriptive statistics of the budgeting process, internal controls and 

organizational characteristics using frequencies means, standard deviation, and 

correlation. 

4.2 Pilot Test and Reliability 

4.2.1 Pilot test 

A pilot study was conducted before the main study to check the problem areas and 

possible confusion that may be associated with the survey. The pilot study was also to 

standardize the measuring instrument and improve its the validity. First, the instrument 

was discussed with supervisors and then pretested with 3 senior church executives from 3 

different Churches. The respondents were asked to carefully read and answer the 

questions and to also provide feedback regarding clarity and suggest areas for 

improvement. Based on respondents input, the questionnaire was edited and a final 

version used in the study. The list of churches under the pilot study is provided in 

Appendix iv. 

4.2.2. Reliability 

To measure the reliability of the data collection instrument, Cronbach alpha was 

calculated for Likert scale questions of the questionnaire. Internal consistency was 

relevant to this study because the instruments were measuring the same thing. Cronbach's 

alpha was used to measure Internal consistency The Cronbach's alpha is a statistic 
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calculated from the pairwise correlations between items, and the results range between 

negative infinity and one. Coefficient alpha will be negative whenever there is greater 

within-subject variability than between-subject variability. According to Sekaran (2003), 

the closer the Cronbach’s Alpha is to one (1) the higher consistency reliability. Only 

items with a coefficient alpha value of more than 0.7 would be relevant. “Cronbach 

Alpha value less than 0.7 implies that the internal consistency is weak.” (Nunnally, 1978, 

p. 56).  

Table 4.1 below indicates the reliability statistics for Budgeting process, Internal 

Controls, and Organizational Characteristics. The results show that all the variables had a 

Cronbach Alpha Coefficient of more than 0.7 which is acceptable.  

Table 4.1: Reliability Statistics 

Variable Cronbach alpha Co-efficient No of items 

Performance 0.848 4 

Budgetary Process  0.842 31 

Internal Controls  0.888 20 

Organizational Characteristics 0.978 27 

Source: Research Data 2017 

 

The reliability coefficient was considered adequate for the internal consistency of the 

instrument.  

4.3 Multicollinearity Diagnostic Tests 

Multicollinearity diagnostic tests were performed to obtain collinearity statistics and 

establish whether the predictors are highly correlated. A high correlation between one 

independent variable with another independent variable leads to multicollinearity which 
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is a problem in regression analysis. In such a situation, the method of analysis cannot 

distinguish from each other preventing multi-regression from estimating coefficients, and 

the equation is unsolvable (King, Keohane, and Verba, 1994). A test interchanging the 

variables were run and found to be within acceptable levels with Variance Inflation 

Factor (VIF) of less than 5. According to Greenberg and Parks (1997), a VIF of more 

than 10 indicate trouble and more than 2.5 raise concern. Table 4.2 shows the 

Collinearity Tests output. 

Table 4.2: Collinearity Tests 

Model Collinearity 

Statistics 

Tolerance VIF 

1 

Budgeting Process .800 1.249 

Internal Controls .723 1.383 

Organizational 

Characteristics 
.762 1.313 

4.4 Study Response Rate 

The study was census targeting all registered churches under the NCCK and EAK that 

had an aggregate membership of 97 consisting of 29 and 68 members from NCCK and 

EAK respectively. The response rate was computed based on 96 returned questionnaires 

of the study population divided by the target population of 97 Churches. The calculated 

response rate was 99%. The response rate of 99% was achieved due to the researcher 

reaching out to the churches through the umbrella bodies. This approach enhanced 

confidence from the church leaders who readily provided the required information during 

personal visits to those Churches.  
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The study required that senior leaders of the church complete the questionnaire and 

validation of factual data from annual church reports. Therefore, information regarding 

the current position of the respondent was required. The results indicate that 53.1% of the 

respondents were senior pastors and 36.5% were priests as shown in table 4.3 

Table 4.3: Respondent’s current position 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Bishop 51 53.1 53.1 53.1 

Priest 35 36.5 36.5 89.6 

Pastor 6 6.3 6.3 95.8 

Cardinal 3 3.1 3.1 99.0 

Others 1 1.0 1.0 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

4.5 Descriptive Statistics  

This section presents the general descriptive statistics result of the study variables, 

budgeting process, internal controls, organizational characteristics and performance of 

churches in Kenya. The study first sought to establish the church’s background regarding 

the legal status, age, affiliation, size, and polity, the position of the respondents and their 

tenure. The data collected in these aspects were analyzed and presented in frequency 

tables. 

4.5.1. Descriptive Statistics on Background Information 

The study sought to gather background information for the Churches. The information 

was important in establishing the legal status, size (population and number of employees, 

affiliation, and category of the polity. Descriptive statistics on background information 

are presented in this section.   
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Table 4.4 reports detailed results of the legal position of churches under the study. The 

respondents were asked to indicate whether their church was legalized under the Societies 

Act, the Companies Act or any other government institution. The results show that all the 

churches in the study were legal in Kenya: 80.2% under the Society Act and 18.8% under 

the companies act. 

 

Table 4.4: Legal status of the churches 

 Frequen

cy 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Registered under 

societies act 
77 80.2 80.2 80.2 

Registered under 

companies act 
18 18.8 18.8 99.0 

Others specify 1 1.0 1.0 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

The result revealed that nearly all churches under this study were registered in Kenya, the 

majority of them under the Society Act. The result becomes relevant to this study as it 

confirms that all churches are registered in Kenya, as this was one of the criteria for 

selecting the population. 

To determine the size of the Church regarding population, respondents were required to 

indicate the current population of members in their congregation. Data from the 

respondents were grouped into five classes and the results reported in table 4.5. The 

results show that 51% of the churches in the study had a membership of below 500 and 

only 17% of the churches with over 2000 members. The results become important 
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because members of the congregation are the main channels for growth and the study is 

using membership growth as a dependent variable. 

Table 4.5: Frequency of Church populations based on their register 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 

500 and 
Below 

49 51% 51% 51% 

501-1000 15 16% 16% 67% 

1001-1500 11 11% 11% 78% 

1501-2000 5 5% 5% 83% 

over 2000 16 17% 17% 100% 

Total 96 100 100   

Source: Research Data 2017 

The study further sought to determine the number of staff employed by the churches. The 

data from respondents were grouped into five classes for further analysis as shown in 

table 4.6 The results indicate that 89% of churches had less than 50 employees, 2% had 

between 51-100 employees, 0% had between 101-150 employees, 0% between 151-200 

employees and 9% had over 200 employees.  

Table 4.6: The size of the church regarding salaried employees 

  Frequency Percent Valid Percent Cumulative Percent 

Valid 

Less than 50 85 89% 89% 89% 

50-100 2 2% 2% 91% 

101-150 0 0% 0% 91% 

151-200 0 0% 0% 91% 

over 200 9 9% 9% 100% 

Total 96 100 100   

Source: Research Data 2017 

 

The study also sought to determine the church’s age by requiring the respondents to 

indicate when the church was registered or established in Kenya. The results are reported 
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in table 4.7. Churches that responded were grouped into four age categories: below 20 

years, 20 to 40 years, 40 to 60 years and over 60 years. Descriptive results indicate that 

over 45.8% of churches were below 20 years old since first registration, 41.7% between 

20-40 years, 5.2% between 40 -60 years while 7.3% were aged over 60 years. The 

finding shows that all the churches studied been in existence for a considerably longer 

time, implying that the information obtained from these churches was fairly accurate 

given the duration of time that they have been in existence.  

Table 4.7: Age of the church in years 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Below 20 years 44 45.8 45.8 45.8 

20-40 years 40 41.7 41.7 87.5 

40-60 years 5 5.2 5.2 92.7 

Over 60 years 7 7.3 7.3 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

Regarding church affiliation, the study sought to determine whether churches were 

affiliated with the target umbrella churches of NCCK and EAK. Respondents were asked 

to indicate the umbrella body that they were affiliated with as a church; NCCK, EAK or 

any other. The results are reported in table 4.8. The results showed that 70% of churches 

were affiliated to EAK while 30% were affiliated to NCCK. The results indicate that the 

study was able to reach the target churches as was envisaged. The results are relevant to 

the study as it means a fair representation of all churches in Kenya. 
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Table 4.8: Church Affiliation 

  Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid NCCK 29 0.3 0.3 0.3 

Evangelical Alliance of 

Kenya 

67 0.7 0.7 1.0 

Total 96 100.0 100.0   

Source: Research Data 2017 

Regarding Church Polity, the study sought to determine the type of rules and regulations 

that govern the Churches. The respondents were requested to indicate the type of polity 

practiced in their church. The results are shown in table 4.9.  The results indicate that 

35% of the responding Churches were congregational, 43% Episcopal and 18% 

Presbyterian. The information becomes important because it means all the three top types 

of polity are fairly represented. 

Table 4.9: Categorization of Church regarding Polity 

  Frequency Percent Valid Percent Cumulative Percent 

Valid 

 

Congregational 

 

34 
35% 35% 35% 

Episcopal 43 45% 45% 80% 

Presbyterian 18 19% 19% 99% 

Others  1 1% 1% 100% 

Total 96 100 100 
 

Source: Research Data 2017 

 

The study also sought to establish the position of the respondents. The study attempted to 

use the information to determine the different diversity and ensure top executives 

participate in the study. From the questionnaire feedback, data were categorized into five 

major positions namely: Bishop, Priest, Cardinal, Pastor, and others. As shown in Table 
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4.10, over half (53.1%) the respondents were church bishops, 36.5% were priests, and 

6.3% were pastors. Other respondents including Cardinals were less than 5%. The 

information becomes necessary because all those that responded were top executives of 

the Church. 

Table 4.10: Position of respondents in the church 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Bishop 51 53.1 53.1 53.1 

Priest 35 36.5 36.5 89.6 

Pastor 6 6.3 6.3 95.8 

Cardinal 3 3.1 3.1 99.0 

Others 1 1.0 1.0 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

Regarding the tenure of respondents, the study sought to determine how long they have 

served in their current capacity. The information was necessary for establishing whether 

the information they provided was credible. Table 4.11 shows the results on the tenure of 

respondents in their present responsibility. Respondents were asked to state how long 

they had been in their present position. The result indicates that 29% of respondents had 

been in their current role for between six to 10 years while 28% had been with the 

organization for 11 to 15 years. Results indicated that 24% of the respondents had been 

with the church between 16 and 20 years, 16% less than five years and 3% for more than 

two decades. The results indicated that respondents were well conversant with budgeting 

and Internal Controls of their churches have been members for a considerable duration of 

time, and therefore they were the right people to complete the questionnaire. 
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Table 4.11: Tenure of respondent in current position 

  Frequency Percent Valid Percent Cumulative Percent 

Valid 

Less than 5 years 15 16% 16% 16% 

6-10 years 28 29% 29% 29% 

11-15 years 27 28% 28% 28% 

16-20 years 23 24% 24% 24% 

more than 20 years 3 3% 3% 3% 

  Total 96 100% 100%   

Source: Research Data 2017 

 

4.5.2. Descriptive statistics on Budgeting process 

 

This section presents frequencies and descriptive statistical data on the budgeting process 

of Churches in Kenya. The section starts by submitting information regarding the types of 

budgets practiced in churches, physical budgeting period and whether there exist budget 

committee in Churches. The section also provides information regarding frequency of 

variance reports.  

Secondly, the section presents feedback on budget characteristics where respondents 

were asked to indicate a rank on a scale of 1-5 concerning the budget process in their 

churches. 

Th study sought to establish whether respondents were familiar with the budgeting 

process. The respondents were required to indicate whether they were familiar with the 

budget process or not. Table 4.12 shows that all respondents were familiar with the 

budgeting process in their church. Over 90% of the respondents agreed to be familiar 

with the budgeting process in their respective churches. This information was relevant for 

purposes of accurate feedback on the budgeting process.  
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Table 4.12: Familiarity with the budgeting process 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Yes 95 99.0 99.0 99.0 

No 1 1.0 1.0 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

To determine the physical budget period in Churches, respondents were required to 

indicate the period of their budgets using monthly, six months, 12 months, 24 months and 

others as indicators. Table 4.13 shows that 81.3% of churches in the study prepared 12-

month budget while 6.3% had monthly budgets. The rest of the churches prepared 24 

months budget (1.0%), and six months budget (7.3%). The results become important in 

establishing the nature of budgets in churches. 

Table 4.13: Nature of the budget 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Monthly 6 6.3 6.3 6.3 

Six months 7 7.3 7.3 13.5 

12 months 78 81.3 81.3 94.8 

24 months 1 1.0 1.0 95.8 

Others specify 4 4.2 4.2 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

With regards to budget preparation, the study sought to establish the types of the budget 

in Churches. Results in Table 4.14 showed that 91.7% of churches prepared variable 

budgets while 8.3% had fixed budgets. The information becomes important in 

establishing the type of budgets common to Churches. 
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Table 4.14: Budget Classification 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Fixed 8 8.3 8.3 8.3 

Variable budget 88 91.7 91.7 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

The study further sought to establish whether the budget committee exists in churches. 

Respondents were required to indicate whether budget committee exists or not. A budget 

committee is important for reviewing and clearing budgets before approval by the board. 

Table 4.15 shows that 97.9% of churches had budget committees while 2.1% did not 

have any. The results show that churches manage their budgets professionally. The 

results become important in determining the effect of budget committees on the quality of 

budget process and performance. 

 

Table 4.15: Existence of a budget committee 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

yes 94 97.9 97.9 97.9 

no 2 2.1 2.1 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

 

The study sought to establish the frequency of reviewing budget variance reports. The 

respondents were required to indicate whether variance reports were examined monthly, 

quarterly or semi-annually. The findings in Table 4.16 showed that 14.6% of churches 

submitted monthly variance reports to budget holders while 59.4% of churches circulated 

the reports on a quarterly basis and 17.7% semi-annually. The information becomes 
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important because it means the executive reviews variance reports and these may have an 

impact on the growth of the Church. 

Table 4.16: Frequency of variance reports to budget holders 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Monthly 14 14.6 14.6 14.6 

Quarterly 57 59.4 59.4 74.0 

Semi- annually 17 17.7 17.7 91.7 

Others specify 8 8.3 8.3 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

The study sought to establish responsibility for reviewing variance reports. The 

respondents were required to indicate who within the church was responsible for 

reviewing the variance reports. Results in Table 4.17 show that 53% of churches use the 

budget committee to review variance reports and 39% of the churches had top 

management responsible for variance reports. The information is important because it 

means budget committees are active and senior management does engage with the 

variance reports. 

Table 4.17: Authority to Evaluate the Budget 

  Frequency Percent Valid Percent Cumulative Percent 

Valid Departmental Head 3 3% 3% 3% 

Budget Committee 51 53% 53% 56% 

Top Management 37 39% 39% 95% 

others specify 5 5% 5% 100% 

Total 96 100% 100%   

Source: Research Data 2017 
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The study also sought to establish the budgeting process practice level in Churches based 

on the budget characteristics of budget planning, Budget Participation, Budget 

communication and budget evaluation. The respondents were asked to rank responses 

under each characteristic on a scale of 1-5 where one strongly disagreed, and five 

strongly agree. The questions under each budget characteristic were designed to establish 

the level of practice in Churches. The aggregate mean was used to determine the 

percentage practice for each characteristic by calculating aggregate mean against the 

maximum score. From table 4.18, all churches in the study reported on average 85% of 

budget planning, 80% of budget participation, 78% of budget communication and 78% of 

the budget evaluation. Therefore, the budget process of churches can be said to be sound 

with an average performance of 80%.  

Table 4.18 show budget planning with a mean of 4.25, standard deviation 0.665, 

skewness -.329 and kurtosis -.752 implying that distribution is flatter than normal and 

towards the left. Budget participation reported a mean of 3.99, the standard deviation of 

.775, the skewness of -.537 and kurtosis of .143, Budget communication a mean of 3.92, 

the standard deviation of .721, the skewness of -0.046, Kurtosis of -.627. The budget 

evaluation reported a mean of 3.89, the standard deviation of .832, skewness -.789 and 

Kurtosis 1.549. The negative skewness of budget characteristics implies the distribution 

is asymmetrical with a long tail to the left. Characteristics with negative kurtosis imply 

the distribution is flatter than normal and therefore platykurtic. 
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Table 4.18: Descriptive Statistics of Budgeting Process 

Descriptive Statistics 

 

  

N Mean 

Std. 

Deviation Skewness Kurtosis   

Statistic Statistic Statistic Statistic 

Std. 

Error Statistic 

Std. 

Error Practice 

Budget 

Planning 

96 4.25 .665 -.329 .246 -.752 .488 

85% 

Budget 

Participation 

96 3.99 .775 -.537 .246 .143 .488 

80% 

Budget 

Communication 

96 3.92 .721 -.046 .246 -.627 .488 

78% 

Budget 

Evaluation 

96 3.89 .832 -.789 .246 1.549 .488 

78% 

Valid N 

(listwise) 

96             

80% 

Source: Research Data 2017 

4.5.3. Descriptive statistics on Internal Controls  

This section presents frequencies descriptive statistical data on Internal Controls of 

Churches in Kenya. The section starts by presenting information regarding the existence 

of an accounting procedures manual, statutory audits an existence of an audit committee. 

Secondly, the section presents feedback on Internal Controls characteristics where 

respondents were asked to indicate a rank on a scale of 1-5 concerning Internal Controls 

in their churches. 

This study sought to establish whether Churches have updated accounting procedures 

manual. The respondents were asked whether their Churches had an up to date 

accounting procedures manual. Respondents were required to indicate whether the 

Church had an updated manual or not. The results in table 4.19 show that 75% of the 

churches in the study had an updated Accounting Procedures Manual and 25% of the 

Churches did not have an updated manual. The information is relevant because Internal 

Controls procedures are usually part of the Accounting Policy and Procedures Manual.  
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Table 4.19: Existence of updated Accounting Procedures Manual 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Yes 72 75.0 75.0 75.0 

No 24 25.0 25.0 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

The study further sought to establish whether Churches carried out the annual financial 

audit. Respondents were asked to indicate whether accounting records and underlying 

Internal Controls were audited annually. Results from Table 4.20 shows that 80.2% of the 

Churches were audited annually while 19.8% of the Churches were not audited annually. 

The information becomes important because it means Churches in Kenya have the 

practice of auditing their financial statements and only a small percentage are not in this 

practice. 

Table 4.20: Auditing of Financial Statements 

 Frequency Percent Valid Percent Cumulative Percent 

     

Valid 

yes 77 80.2 80.2 80.2 

no 19 19.8 19.8 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

The researcher further sought to establish whether the audit committee exists in 

Churches. The respondents were required to indicate whether an audit committee existed 

in their church. Table 4.21 shows that 68.8% of the Churches have operational audit 

committees while 31.3% of the Churches did not have any. The information becomes 

important because it means Churches have a structure of strengthening Internal Controls. 
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Table 4.21: Existence of operational audit committee 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Yes 66 68.8 68.8 68.8 

No 30 31.3 31.3 100.0 

Total 96 100.0 100.0  

Source: Research Data 2017 

The study also sought to establish the Internal Controls practice level in Churches based 

on the Internal Controls characteristics of the control environment, risk assessment, 

control activities, information and communication and monitoring activities. The 

respondents were asked to rank responses under each characteristic on a scale of 1-5 

where one strongly disagreed, and five strongly agree. The questions under each Internal 

Controls characteristic were designed to establish the level of practice in Churches. The 

aggregate mean was used to determine the percentage practice for each characteristic by 

calculating aggregate mean against the maximum score. The results are presented in table 

4.22. The results show that all churches in the study reported on average 82% of the 

control environment, 77% of risk assessment, 77% of control activities 75% and 79% of 

information and communication, and monitoring activities respectively. Therefore, the 

Internal Controls of churches can be said to be sound with an average performance of 

78%. The results show that control environment had a mean of 4.10, standard deviation 

.607, skewness -.050 and Kurtosis -.270, risk assessment a mean of 3.83, standard 

deviation .816, skewness -1.104 and Kurtosis 2.204. Control Activities a mean of 3.85, 

the standard deviation of .680, skewness -.426 and Kurtosis .520, information and 

communication a mean of 3.73, standard deviation .688, skewness -.580 and Kurtosis 

.541, monitoring activities a mean of 3.94, standard deviation .751, skewness -.505 and 

Kurtosis .273. The negative skewness of internal control characteristics implies the 
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distribution is asymmetrical with a long tail to the left. Characteristics with negative 

kurtosis imply the distribution is flatter than normal and therefore platykurtic while 

positive kurtosis implies leptokurtic. 

Table 4.22: Descriptive statistics on Internal Controls 

  

N Mean 

Std. 

Deviation Skewness Kurtosis   

Stati

stic Statistic Statistic Statistic 

Std. 

Error Statistic 

Std. 

Error Practice 

Control 

Environment 

96 4.10 .607 -.050 .246 -.270 .488 

82% 

Risk Assessment 96 3.83 .816 -1.104 .246 2.204 .488 77% 

Control Activities 96 3.85 .680 -.426 .246 .520 .488 77% 

Information and 

Communication 

96 3.73 .688 -.580 .246 .541 .488 

75% 

Monitoring 

Activities 

96 3.94 .751 -.505 .246 .273 .488 

79% 

Valid N (listwise) 96             
78% 

Source: Research Data 2017 

4.5.4. Descriptive Statistics on Organizational Characteristics  

 

This section presents frequencies and descriptive statistics on the Organizational 

Characteristics of Churches in Kenya. The section presents feedback on size, 

technological advancement, leadership styles, and involvement of Church leadership in 

budgeting process where respondents were asked to indicate a rank on a scale of 1-5 

concerning the Organizational Characteristics in their churches. 

To determine the extent to which Organizational Characteristics influence budgeting and 

Internal Controls, respondents were required to indicate the extent to which the 

characteristics influence the variables. The results are reported in table 4.23. From the 

table, all churches in the study reported on average 85% of age, 87% of the size, 84% of 

technology, 84% of leadership style and 70% of the involvement of church leaders in the 
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budget process. Therefore, there is general agreement that these variables affect budget 

process and performance reporting an overall average performance of 82%.  

The results were as follows; Age reported a mean of 4.24, standard deviation .876, 

skewness -1.288 and Kurtosis 1.693. Size reported a mean of 4.34, standard deviation 

.758, skewness -1.062 and Kurtosis of 1.693. Both Leadership styles and technology 

reported a mean of 4.21, the standard deviation of .631, skewness -.193 and Kurtosis -

.571. The negative skewness of organizational characteristics implies the distribution is 

asymmetrical with a long tail to the left. Characteristics with negative kurtosis imply the 

distribution is flatter than normal and therefore platykurtic while positive kurtosis implies 

leptokurtic. 

Table 4.23: Descriptive statistics regarding Organizational Characteristics in 

Churches 

  

N Mean 

Std. 

Deviation Skewness Kurtosis   

Statistic Statistic Statistic Statistic 

Std. 

Error Statistic 

Std. 

Error   

Age 96 4.24 .876 -1.288 .246 1.693 .488 85% 

Size 96 4.34 .758 -1.062 .246 0.907 .488 87% 

Leadership 

Style 

96 4.21 .631 -.193 .246 -.571 .488 

84% 

Technology 96 4.21 .631 -.193 .246 -.571 .488 84% 

Leadership 96 3.52 1.056 -.248 .246 -.528 .488 70% 

Valid N 

(listwise) 

96             

82% 

Source: Research Data 2017 

 

4.5.5 Performance in Churches 

This section descriptive presents results on Church performance. For this study, Church 

growth and revenue Growth was used to analyze the level of performance for five years. 

The respondents were required to indicate their population and revenue at the end of each 
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year between 2012 and 2016. The information was extracted from their annual reports 

maintained by the church. The results were then grouped into five classes relating to the 

compounded growth rate for the five years.  

Table 4.24 shows the membership growth rate for each class. The table shows that 58% 

of the churches grew their membership within the range of 0-20%, 32% within 21-40%, 

4% within 41-60% and 5% within the range of 61-80%. 

Table 4.24: Frequency of Church membership growth 

  Frequency Percent Valid Percent Cumulative Percent 

Valid 

0-20% 56 58% 58% 58% 

21-40% 31 32% 32% 91% 

41-60% 4 4% 4% 95% 

61-80% 5 5% 5% 100% 

Total 96 100% 100%   

Total 96 100%     

Source: Research Data 2017 

Table 4.25 shows the revenue growth rate in each class. The table shows that 67% of the 

churches grew their revenue within the range of 0-20%, 20% within 21-40%, 7% 

between 41-60% and 6% within 61%-80%. 

Table 4.25: Frequency of Church revenue growth 

  Frequency Percent Valid Percent Cumulative Percent 

Valid 

0-20% 64 67% 67% 67% 

21-40% 19 20% 20% 86% 

41-60% 7 7% 7% 94% 

61-80% 6 6% 6% 100% 

Total 96 100% 100%   

Total 96 100%     

Source: Research Data 2017 
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Table 4.26 shows the descriptive statistics indicating a mean of 637 and Kes.4,223,633 

for membership growth and revenue growth respectively, the standard deviation of 2159 

and 7,261,684 for membership growth and revenue growth respectively, skewness 8.037 

and 4.334 for membership growth and revenue growth respectively and Kurtosis 70.372 

and 25.906 for membership growth and revenue growth respectively.  

Table 4.26: Descriptive Statistics on Church performance 

 N Mean Std. 

Deviation 

Skewness Kurtosis 

Statistic Statistic Statistic Statistic Std. 

Error 

Statistic Std. 

Error 

Membership 

Growth 
96 637 2159 8.037 .246 70.372 .488 

Revenue Growth 

(Ksh) 
96 4,223,633 7,261,684 4.334 .246 25.906 .488 

Valid N 

(listwise) 
96 

      

Source: Research Data 2017 

4.6. Correlation Analysis 

This section presents the results of the correlation of analysis for the four study variables. 

To interpret the results, Pearson’s product moment correlation was used.  Pearson product 

moment correlation is the measure of the strength of a linear association that ranges between 

+1 to -1. A value greater than zero indicated positive association while a value lower than 

zero indicates a negative association. A positive association means that as the value of one 

variable increases the value of other variables also increases. A negative association means as 

the variable of one variable increases, the variable of other variables decreases. A perfect 

positive correlation is when the results show a value of 1 and the stronger the association of 

variables, the closer the Pearson correlation coefficient, r, will be to either +1 or -1 depending 
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on the direction of the relationship (Cooper and Schindler, 2003). In this study, correlation 

results are reported at a significance level of 0.05 and 0.01 which is consistent with other 

previous studies such as Magutu (2013). 

4.6.1. Correlation between budgetary process and churches performance  

 

Table 4.27 show there is a positive correlation between the overall budgeting process, 

revenue and membership growth of Churches. The correlation between budgeting process 

and membership growth was found to be statistically significant, r(96)=.548, p<.01, two-

tailed. Also, the correlation between the budgeting process and Revenue growth was 

statistically significant, r,(96)=.434, p<.01, two-tailed. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



105 

 

Table 4.27: Correlation between Overall Budgeting Process and Performance 

 Revenue 

growth 

Membership 

Growth 

Budgeting 

Process 

Revenue growth 

Pearson 

Correlation 
1 .315** .434** 

Sig. (2-tailed)  .002 .000 

N 96 96 96 

Membership 

Growth 

Pearson 

Correlation 
.315** 1 .548** 

Sig. (2-tailed) .002  .000 

N 96 96 96 

Budgeting 

Process 

Pearson 

Correlation 
.434** .548** 1 

Sig. (2-tailed) .000 .000  

N 96 96 96 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Research Data 2017 

 

Table 4.28 shows there is a positive correlation between budget planning, budget 

participation, budget communication, budget evaluation, membership and revenue 

growth of Churches. The results suggest that 13 out of 15 and 2 out of 15 correlations 

were statistically significant with p<.01 and p<.05, two-tailed respectively. There was no 

multicollinearity reported since none of the coefficients are greater than 0.8.   
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Table 4.28: Correlation between Budgeting Process Characteristics and 

Performance 

 Budget 

Planning 

Budget 

Participation 

Budget 

Communication 

Budget 

Evaluation 

Membership 

Growth 

Revenue 

Growth 

Budget Planning 

Pearson 

Correlation 
1 .291** .242* .376** .284** .530** 

Sig. (2-

tailed) 

 

.004 .018 .000 .005 .000 

N 96 96 96 96 96 96 

Budget 

Participation 

Pearson 

Correlation 
.291** 1 .376** .341** .270** .521** 

Sig. (2-

tailed) 
.004 

 

.000 .001 .008 .000 

N 96 96 96 96 96 96 

Budget 

Communication 

Pearson 

Correlation 
.242* .376** 1 .476** .277** .613** 

Sig. (2-

tailed) 
.018 .000 

 

.000 .006 .000 

N 96 96 96 96 96 96 

Budget 

Evaluation 

Pearson 

Correlation 
.376** .341** .476** 1 .253* .616** 

Sig. (2-

tailed) 
.000 .001 .000 

 

.013 .000 

N 96 96 96 96 96 96 

Membership 

Growth 

Pearson 

Correlation 
.284** .270** .277** .253* 1 .315** 

Sig. (2-

tailed) 
.005 .008 .006 .013 

 

.002 

N 96 96 96 96 96 96 

Revenue 

Growth 

Pearson 

Correlation 
.530** .521** .613** .616** .315** 1 

Sig. (2-

tailed) 
.000 .000 .000 .000 .002 

 

N 96 96 96 96 96 96 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

Source: Research Data 2017 
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4.6.2. Correlation between Internal Controls, budgeting process, and Performance 

of Churches 

The study examined the correlation between the budgeting process, Internal Controls, and 

performance as reported in Table 4.29 below. The correlation between budgeting process 

and membership growth was found to be statistically significant, r(96)=.548, p<.01, two-

tailed. Also, the correlation between the budgeting process and Revenue growth was 

statistically significant, r,(96)=.434, p<.01, two-tailed. Furthermore, the correlation 

between the budgeting process and internal controls was statistically significant, 

r,(96)=.408, p<.01, two-tailed.  There was no multicollinearity reported since none of the 

coefficients are greater than 0.8.   

Table 4.29: Correlation between Budgeting process, Internal Controls, and 

Performance 

 Revenue growth Membership 

Growth 

Budgeting 

Process 

Internal 

Controls 

Revenue growth 

Pearson Correlation 1 .315** .434** .401** 

Sig. (2-tailed)  .002 .000 .000 

N 96 96 96 96 

Membership 

Growth 

Pearson Correlation .315** 1 .548** .572** 

Sig. (2-tailed) .002  .000 .000 

N 96 96 96 96 

Budgeting 

Process 

Pearson Correlation .434** .548** 1 .408** 

Sig. (2-tailed) .000 .000  .000 

N 96 96 96 96 

Internal Controls 

Pearson Correlation .401** .572** .408** 1 

Sig. (2-tailed) .000 .000 .000  

N 96 96 96 96 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Research Data 2017 
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4.6.3. The Correlation between Organizational Characteristics, Budgeting process, 

and performance. 

 

Table 4.30 below, show there is a positive correlation between Organizational 

Characteristics, membership and revenue growth of Churches. The correlation between 

budgeting process and membership growth was found to be statistically significant, 

r(96)=.548, p<.01, two-tailed. Also, the correlation between the budgeting process and 

Revenue growth was statistically significant, r,(96)=.434, p<.01, two-tailed. Furthermore, 

the correlation between the budgeting process and organizational characteristics were 

statistically significant, r (96)=.348, p<.01, two-tailed.   

 

Table 4.30: Correlation between Organizational Characteristics, budgeting process, 

and performance 

Correlations 

 Revenue 

growth 

Membership 

Growth 

Budgeting 

Process 

Organizational 

Characteristics 

Revenue growth 

Pearson 

Correlation 
1 .315** .434** .407** 

Sig. (2-tailed)  .002 .000 .000 

N 96 96 96 96 

Membership 

Growth 

Pearson 

Correlation 
.315** 1 .548** .524** 

Sig. (2-tailed) .002  .000 .000 

N 96 96 96 96 

Budgeting 

Process 

Pearson 

Correlation 
.434** .548** 1 .348** 

Sig. (2-tailed) .000 .000  .001 

N 96 96 96 96 

Organizational 

Characteristics 

Pearson 

Correlation 
.407** .524** .348** 1 

Sig. (2-tailed) .000 .000 .001  

N 96 96 96 96 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Research Data 2017 
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4.6.4. Correlation between budgeting process, Internal Controls, Organizational 

Characteristics and performance of churches. 

 Correlations were computed among the five variables on data for the 96 respondents. 

Table 4.31 shows there is a correlation between the five variables which is significant. 

The results suggest that all the ten correlations were statistically significant where p<.01, 

two-tailed. There was no multicollinearity reported since none of the coefficients are 

greater than 0.8.   

 

Table 4.31: Correlation between budgeting process, Internal Controls, 

Organizational Characteristics and performance 

 Revenue growth Membersh

ip Growth 

Budgeting 

Process 

Organizati

onal 

Characteri

stics 

Internal 

Controls 

Revenue growth 

Pearson Correlation 1 .315** .434** .407** .401** 

Sig. (2-tailed)  .002 .000 .000 .000 

N 96 96 96 96 96 

Membership 

Growth 

Pearson Correlation .315** 1 .548** .524** .572** 

Sig. (2-tailed) .002  .000 .000 .000 

N 96 96 96 96 96 

Budgeting 

Process 

Pearson Correlation .434** .548** 1 .348** .408** 

Sig. (2-tailed) .000 .000  .001 .000 

N 96 96 96 96 96 

Organizational 

Characteristics 

Pearson Correlation .407** .524** .348** 1 .454** 

Sig. (2-tailed) .000 .000 .001  .000 

N 96 96 96 96 96 

Internal Controls 

Pearson Correlation .401** .572** .408** .454** 1 

Sig. (2-tailed) .000 .000 .000 .000  

N 96 96 96 96 96 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Research Data 2017 
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4.6.5. Cluster Analysis 

Cluster analysis was performed to identify subgroups of specific combinations of 

variables within experimental parameters, defining experimental setups that are related in 

some way. Firstly, hierarchical cluster analysis was performed to determine a reasonable 

number of clusters within the data. The hierarchical analysis of the data set identified two 

clusters that were later used for the two-step cluster analysis in the SPSS. The results are 

shown below. 

Table 4.32 shows the cluster analysis model summary indicating that five variables were 

used and two clusters retained in two-step cluster analysis. The results further show the 

silhouette measure of cohesion and separation that indicate the overall goodness of fit. 

The results show a satisfactory cluster quality  

Table 4.32: Cluster Analysis Model Summary 

 

Source: Research Data 2017 

 

Table 4.33 shows the predictor importance indicating that size in terms of number of staff 

was the least important in the model while membership growth was highest.  
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Table 4.33: Predictor Importance 

 

Source: Research Data 2017 

The two-cluster analysis output indicate that size did not significantly contribute to 

clustering implying it was less important and therefore not necessary to analyze subgroup 

data based on size. Furthermore, the study was relational focusing on the overall effect of 

independent variables on the dependent variable and analyzing subgroups would not alter 

the overall study findings. 

4.7. Chapter Summary 

 

The chapter has presented the results of descriptive statistics on all variables and the 

correlation analysis using the Pearson product-moment correlations. The variables were 

measured using a Likert scale that was found to have good consistency since all had a 

Cronbach alpha greater than 0.7 as shown in Table 4.1. Regarding collinearity tests, the 

variables had a VIF of less than 2.5 which is within an acceptable range. Out of the 97 

churches registered under NCCK and EAK, 96 churches participated in the study which 

accounts for 99% response rate based on the target population of 97 churches.  
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Descriptive statistics on the Church’s background show that majority of Churches 

(80.2%) were registered under the Societies Act and 18.8% under the Companies Act. 

The results further show that 51% of Churches had a membership of below 500 while 

17% had over 2000 members. From the study, 45.8% of the churches were aged below 20 

years, and 89% of the churches had less than 50 employees while 9% had more than 200 

employees. Most of these churches were affiliated with the Evangelical Alliance of 

Kenya (70%), National Council of Churches of Kenya (30%). The results show that 35% 

of the churches in the study were congregational, 45% Episcopal and 19% Presbyterian.  

Descriptive statistics on budgeting process show a general practice of 80% with each 

characteristic reporting adoption in Churches. Budget planning reported a mean of 4.25 

and standard deviation of 0.665, budget participation a mean of 3.99 and standard 

deviation of .775, budget communication a mean of 3.92 and standard deviation of .721 

and budget evaluation a mean of 3.89 and standard deviation of .832. The results further 

show that all churches prepared an annual budget. 81% of the respondents indicated their 

church prepared annual budgets while 7.3% prepared six months budget, 6.3% monthly 

budgets, 1% 24 months budget and 4.2% shorter period budgets. Regarding types of 

budgets, 91.7% of the churches prepare variable budget while 8.3% fixed budgets. The 

majority of the churches had budget committees in existence. 

Regarding Internal Controls, descriptive statistics show that all the Internal Controls 

components were practiced in churches. Control environment reported a mean of 4.10 

and a standard deviation of .607, risk assessment a mean of 3.83 and a standard deviation 

of .816. The control activities had a mean of 3.85 and standard deviation of .680, 
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information and communication a mean of 3.73 and standard deviation of .688 and 

monitoring activities a mean of 3.94 and standard deviation of .751. The result further 

showed 68.8% of participating churches had active audit committees and 80% had their 

financial records audited every year. Also, 75% of the churches had written and updated 

accounting procedures manual. 

The descriptive statistics on Organizational Characteristics show leadership style and 

technology with a mean of 4.21 and a standard deviation of 0.631, leadership in 

budgeting a mean of 3.52 and a standard deviation of 1.056. The results show that 70% of 

the churches indicated the involvement of church leaders in the budgeting process while 

84% stated that leadership style and technology influenced budgeting process 

The Pearson correlation results show a correlation of variables. The correlation between 

the budgeting process and membership growth was found to be statistically significant, 

r(96)=.548, p<.01, two-tailed. Also, the correlation between the budgeting process and 

Revenue growth was statistically significant, r,(96)=.434, p<.01, two-tailed. The 

correlation between the budgeting process and internal controls was statistically 

significant, r,(96)=.408, p<.01, two-tailed. The correlation between the budgeting process 

and organizational characteristics were statistically significant, r,(96)=.348, p<.01, two-

tailed.  The results Showed joint correlations were statistically significant where p<.01, 

two-tailed. 

The frequency table on membership growth shows that 58% of the churches grew in their 

membership compounded rate of between 0% to 20% while 32% of the churches grew at 

the rate of between 21% and 40%. Also, the frequency table on revenue growth shows 

that 67% of the churches grew in their revenue compounded rate of between 0% to 20% 



114 

 

while 20% of the churches grew at the rate of between 21% and 40%. Regarding 

descriptive performance statistics, results showed an average of 637 membership growth 

and Kes.4,223,633 revenue growth. 
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CHAPTER FIVE: HYPOTHESES TESTING 

5.1. Introduction 

This chapter is a build up from chapter three and four. The chapter interrogates the study 

findings on both theoretical and empirical studies to achieve the four study objectives. 

The chapter focuses on three main areas of first testing hypotheses using various 

statistical techniques to compute the analysis. These included ANOVA and regression 

analysis. The study hypotheses are from the study objectives. The second section deals 

with findings of both theoretical studies and empirical studies. The section compares the 

findings with other related previous studies. The third section provides the summary of 

the research hypotheses. 

5.2. The relationship between Budgeting Process and Performance of Churches 

The first objective of the study was to investigate the effect of the budgeting process on 

the performance of churches in Kenya. The emphasis was on whether budgeting process 

influences the performance of Churches regarding membership and revenue growth of 

churches in Kenya. The literature reviewed, the objective and the conceptual framework 

led to the belief that the budgeting process associated with the performance of 

organizations. Empirical findings and research show that the budgeting process leads to a 

significant and positive relationship with various financial and non-financial performance 

aspects. The anticipation was that the budgeting process would have an active and 

meaningful association with the membership and revenue growth of churches. The 

hypothesis below was derived from the objective, the reviewed literature, and the 

conceptual framework. The following null hypothesis was tested. 

 



116 

 

Hypothesis 1 

H01:  There is no effect of budgeting processes on the performance of churches in Kenya. 

Data used to test this hypothesis was collected using four budgeting process 

characteristics in Section B of the questionnaire. These items were the indicators of the 

influence of the budgeting process on the performance of churches using membership 

growth as the performance measure. The indicators were supposed to reveal the extent to 

which budgeting process aligned to performance on a scale of 1 to 5, where one 

represented strongly disagree and five a strongly agree.  

From the study findings, the budgeting process practiced within the church organizations 

with an average mean =4.0125 on a scale of 1-5. This means a mean of 80% practice in 

all churches. The results were summarized from the budgeting process characteristics: 

budget planning, budget participation, budget communication and budget evaluation that 

indicated an average performance of 85%, 80%, 78% and 78%, respectively. Budget 

planning (85%) had the highest performance while budget communication and evaluation 

(78%) had the lowest. The result indicated good budgeting practice in churches. 

However, the results further show that churches need to improve their budgeting process 

practice and aim at the desired level of 100%. 

Correlation and simple regression analyses were used to examine the relationship 

between budgeting process, membership and revenue growth of Churches. To test the 

hypotheses, simple regression was used where the relationship between budgeting and 

membership growth and revenue growth were independently tested for significance as 

shown in the tables below. 



117 

 

Table 5.1 shows the model summary on the relationship between budgeting process and 

membership growth of churches, R2=.300 and adjusted R2=.293. The results show that 

the budgeting process contributes 29.3% to the membership growth of churches. The 

results imply there are other factors contributing to the membership growth of churches. 

 

Table 5.1: Results of the Regression Analysis on the Relationship between budgeting 

process and membership growth of churches 

Model Summary 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .548a .300 .293 .258 .300 40.313 1 94 .000 

a. Predictors: (Constant), Budgeting Process 

Source: Research Data 2017 

Table 5.2 shows the model summary on the relationship between budgeting process and 

revenue growth of churches, R2=.434, and adjusted R2=.189. The results show that the 

budgeting process contributes 18.9% to the membership growth of churches. The results 

imply there are other factors contributing to the revenue growth of churches. 

 

Table 5.2: Results of the Regression Analysis on the Relationship between the 

budgeting process and Revenue growth of churches 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .434a .189 .180 .60204 

a. Predictors: (Constant), Budgeting Process 

Source: Research Data 2017 
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Table 5.3 shows the ANOVA results on the relationship between budgeting process and 

membership growth of churches, (F(1,94)=40.313, P<.05). The results show a significant 

effect of budgeting process on the membership growth of Churches. 

Table 5.3: ANOVA Results on the relationship between the Budgeting process and 

Membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 2.689 1 2.689 40.313 .000b 

Residual 6.270 94 .067   

Total 8.958 95    

a. Dependent Variable: Membership Growth 

b. Predictors: (Constant), Budgeting Process 

Source: Research Data 2017 

Table 5.4 shows the ANOVA results on the relationship between budgeting process and 

revenue growth of churches, (F(1,94)=21.85, P<.05). The results show a significant effect 

of budgeting process on the membership growth of Churches. 

Table 5.4: ANOVA Results on the relationship between Budgeting process and 

revenue growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 7.919 1 7.919 21.850 .000b 

Residual 34.070 94 .362   

Total 41.990 95    

a. Dependent Variable: Revenue growth 

b. Predictors: (Constant), Budgeting Process 

Source: Research Data 2017 

Table 5.5 shows the coefficient results of budgeting process on membership growth,  

(Beta=.548, t(.050)=6.349, p<.05. The results show a statistically significant correlation 

between the budgeting process and membership growth of churches.  
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Table 5.5: Coefficient Results on the relationship between the Budgeting process 

and Membership Growth of Churches 

Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. Collinearity 

Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) .819 .204  4.014 .000   

Budgeting 

Process 
.317 .050 .548 6.349 .000 1.000 1.000 

a. Dependent Variable: Membership Growth 

Source: Research Data 2017 

Table 5.6 shows the coefficient results of budgeting process on membership growth,  

(Beta=.434, t(.116)=4.674, p<.05. The results show a statistically significant correlation 

between the budgeting process and membership growth of churches.  

Table 5.6: Coefficient Results on the relationship between the Budgeting process 

and revenue growth of Churches 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .284 .476  .598 .551 

Budgeting 

Process 
.544 .116 .434 4.674 .000 

a. Dependent Variable: Revenue growth 

 

Source: Research Data 2017 

The results of the simple linear regression in tables 5.1 to 5.6 indicated there was a 

statistically significant effect of budgeting process on membership and revenue growth of 

churches, (F(1,94)=40.313, P<.05), R2= .300 R2
Adjusted = .293 and (F(1,94)=21.850, 

P<.05), R2= .189 R2
Adjusted = .180 respectively. The budgeting process was examined and 
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found to be a significant predictor of membership and revenue growth respectively, 

(Beta=.548, t(.050)=6.349, p<.05 and (Beta=.434, t(.116)=4.674, p<.05 respectively.  

 

As a result, a conclusion made that budgeting process influences the performance of 

churches in Kenya. Therefore, the null hypothesis is dropped and the alternative 

hypothesis; that there is an effect of budgeting processes and church performance 

accepted. 

5.3. Intervening effect of Internal Controls on the relationship between the 

budgeting process and the performance of churches 

The second objective of the study was to determine the intervening effects of Internal 

Controls on the relationship between budgeting process and performance of churches in 

Kenya. Reviewed literature and empirical findings of previous studies show that each 

variable (Internal Controls and budgeting process) has a positive relationship with the 

performance of organizations. It was, therefore, expected that the intervening influence of 

Internal Controls on the relationship between budgetary process and the performance of 

churches would have a positive relationship; hence, it was hypothesized as follows: 

H02:  There is no intervening effect of Internal Controls on the relationship between the     

budgeting process and the performance of churches in Kenya. 

 

From the study findings, Internal Controls practiced within the church organizations with 

an average mean=3.89 on a scale of 1-5 meaning 79% practice. The results were 

summarized from the Internal Controls characteristics: Control Environment, Risk 

Assessment, Control Activities, Information and Communication and monitoring 
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Activities that indicated a practice of 82%, 77%, 77%, 75% and 79%, respectively. 

Control Environment (82%) had the highest practice while Information and 

Communication (75%) had the lowest. The result indicated good Internal Controls 

practices in churches. However, the results further show that churches need to improve 

their Internal Controls practice and aim at the desired level of 100%. 

Seven steps were used to determine the intervening effect of Internal Controls on the 

relationship between budgeting and performance of churches. The first is to check the 

coefficient between the budgeting process and membership growth, second between 

budgeting process and revenue growth, third between Budgeting process and internal 

controls, fourth between internal controls and membership growth, fifth between internal 

controls and revenue growth, sixth between budgeting process and membership growth 

with internal control as intervenor, and seven  between budgeting process and revenue 

growth with internal control as intervenor. The results are shown in the tables below. 
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Table 5.1 showed the model summary on the relationship between budgeting process 

and membership growth of churches, R2=.300 and adjusted R2=.293. The results 

showed that the budgeting process contributes 29.3% to the membership growth of 

churches. Table 5.2 showed the model summary on the relationship between 

budgeting process and revenue growth of churches, R2=.189 and adjusted R2=.180. 

Table 5.3 showed the ANOVA results on the relationship between budgeting process 

and membership growth of churches, (F(1,94)=40.313, P<.05). The results showed a 

significant effect of budgeting process on the membership growth of Churches. Table 

5.4 showed the ANOVA results on the relationship between budgeting process and 

revenue growth of churches, (F(1,94)=21.850, P<.05). The results showed a 

significant effect of budgeting process on the revenue growth of Churches. 

Table 5.5 showed the coefficient results of budgeting process on membership growth, 

(Beta=.548, t(.050)=6.349, p<.05. The results show a statistically significant 

correlation between the budgeting process and membership growth of churches. 

Table 5.6 showed the coefficient results of budgeting process on revenue growth, 

(Beta=.434, t(.116)=4.674, p<.05. The results show a statistically significant 

correlation between the budgeting process and revenue growth of churches.  

 

Table 5.7 shows the model summary on the relationship between budgeting process and 

internal controls of churches, R2=.166, and adjusted R2=.157. The results show that the 

budgeting process contributes 15.7% to the internal control of churches. The results 

imply there are other factors contributing to the internal controls. 
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Table 5.7: Results of the Regression Analysis for the Relationship between the 

budgeting process and Internal Controls 

 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .408a .166 .157 .489 

a. Predictors: (Constant), Budgeting Process 

Source: Research Data 2017 

 

Table 5.8 shows the ANOVA results on the relationship between budgeting process and 

internal controls of churches, (F(1,94) =18.720, P<.05). The results show a significant 

effect of budgeting process on the internal controls of Churches. 

Table 5.8: ANOVA Results on the relationship between the Budgeting process and 

Internal Controls 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 4.482 1 4.482 18.720 .000b 

Residual 22.507 94 .239   

Total 26.990 95    

a. Dependent Variable: Internal Controls 

Source: Research Data 2017 

Table 5.9 shows the coefficient results of budgeting process on membership growth, 

(Beta=.408, t(.095)=4.327, p<.01. The results show a statistically significant correlation 

between the budgeting process and membership growth of churches.  
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Table 5.9: Coefficient Results on the relationship between the Budgeting process 

and Internal Controls 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) 2.351 .387  6.081 .000 

Budgeting 

Process 
.409 .095 .408 4.327 .000 

a. Dependent Variable: Internal Controls 

Source: Research Data 2017 

 

Table 5.10 shows the model summary on the relationship between internal controls 

and membership growth of churches, R2=.327 and adjusted R2=.320. The results 

show that internal controls contribute 32% to the membership growth of churches. 

The results imply there are other factors contributing to the revenue growth of 

churches. 

 

Table 5.10: Results of the Regression Analysis for the Relationship between Internal 

Controls and Membership Growth 

 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .572a .327 .320 .253 

a. Predictors: (Constant), Internal Controls 

Source: Research Data 2017 

 

Table 5.11 shows the ANOVA results on the relationship between internal controls and 

membership growth of churches, (F(1,94)=45.736, P<.05). The results show a significant 

effect of internal controls on the membership growth of Churches. 
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Table 5.11: ANOVA Results on the relationship between Internal Controls and 

Membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 2.932 1 2.932 45.736 .000b 

Residual 6.026 94 .064   

Total 8.958 95    

a. Dependent Variable: Membership Growth 

b. Predictors: (Constant), Internal Controls 

Source: Research Data 2017 

 

Table 5.12 shows the coefficient results of internal controls on membership growth,  

(Beta=.572, t(.049)=6.763, p<.05. The results show a statistically significant correlation 

between internal control and membership growth of churches.  

Table 5.12: Coefficient Results on the relationship between Internal Controls and 

Membership Growth 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .782 .197  3.968 .000 

Internal 

Controls 
.330 .049 .572 6.763 .000 

a. Dependent Variable: Membership Growth 

Source: Research Data 2017 

 

Table 5.13 shows the model summary on the relationship between internal controls and 

revenue growth of churches, R2=.161, and adjusted R2=.152. The results show that 

internal controls contribute 15.2% to the revenue growth of churches. The results imply 

there are other factors contributing to the revenue growth of churches. 
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Table 5.13: Results of the Regression Analysis for the Relationship between Internal 

Controls and Revenue Growth 

 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .401a .161 .152 .61217 

a. Predictors: (Constant), Internal Controls 

Source: Research Data 2017 

 

Table 5.14 shows the ANOVA results on the relationship between internal controls and 

revenue growth of churches, (F(1,94)=18.047, P<.05). The results show a significant 

effect of internal controls on the revenue growth of Churches 

Table 5.14: ANOVA Results on the relationship between Internal Controls and 

Revenue Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 6.763 1 6.763 18.047 .000b 

Residual 35.227 94 .375   

Total 41.990 95    

a. Dependent Variable: Revenue Growth 

b. Predictors: (Constant), Internal Controls 

Source: Research Data 2017 

 

Table 5.15 shows the coefficient results of internal controls on revenue growth, 

(Beta=.401, t(.118)=4.248, p<.05. The results show a statistically significant 

correlation between internal controls and revenue growth of churches.  
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Table 5.15: Coefficient Results on the relationship between Internal Controls and 

Revenue Growth 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .482 .477  1.011 .314 

Internal 

Controls 
.501 .118 .401 4.248 .000 

a. Dependent Variable: Revenue Growth 

Source: Research Data 2017 

 

Table 5.16 shows the model summary on the relationship between budgeting process, 

membership growth with internal control as an intervenor, model 1, R2=.300 and adjusted 

R2=.293 and Model 2, R2=.446 and adjusted R2=.434. The results show and increase the 

contribution of the budgeting process to membership growth after adding the internal 

control to the model.  

Table 5.16: Results of the Regression Analysis for the Relationship between 

Budgeting process, Internal Controls and Membership Growth 

 

Model Summary 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .548a .300 .293 .258 .300 40.313 1 94 .000 

2 .668b .446 .434 .231 .146 24.499 1 93 .000 

a. Predictors: (Constant), Budgeting Process 

b. Predictors: (Constant), Budgeting Process, Internal Controls 

Source: Research Data 2017 
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Table 5.17 shows the ANOVA results on the relationship between budgeting process and 

membership growth with internal control as intervenor, model 1, (F(1,94)=40.313, P<.05) 

and model 2, (F(2,93)=37.445, P<.05).  

Table 5.17: ANOVA Results on the relationship between Budgeting Process, 

Internal Controls, and Membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 2.689 1 2.689 40.313 .000b 

Residual 6.270 94 .067   

Total 8.958 95    

2 

Regression 3.996 2 1.998 37.445 .000c 

Residual 4.962 93 .053   

Total 8.958 95    

a. Dependent Variable: Membership Growth 

b. Predictors: (Constant), Budgeting Process 

c. Predictors: (Constant), Budgeting Process, Internal Controls 

Source: Research Data 2017 

 

Table 5.18 shows the coefficient results of the budgeting process, and membership 

growth with internal control as intervenor, Model 1, (Beta=.548, t(.050)=6.349, p<.05 

and Model 2, (Beta=.418, t(.049)=4.95, p<.05.  
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Table 5.18: Coefficient Results on the relationship between Budgeting Process, 

Internal Controls, and membership Growth 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .819 .204  4.014 .000 

Budgeting 

Process 
.317 .050 .548 6.349 .000 

2 

(Constant) .253 .215  1.172 .244 

Budgeting 

Process 
.218 .049 .377 4.465 .000 

Internal 

Controls 
.241 .049 .418 4.950 .000 

a. Dependent Variable: Membership Growth 

Source: Research Data 2017 

 

Table 5.19 shows the model summary on the relationship between budgeting process, 

revenue growth with internal control as an intervenor, model 1, R2=.189 and adjusted 

R2=.180 and Model 2, R2=.249 and adjusted R2=.233. The results show and statistically 

significant increase contribution of budgeting process to revenue growth after adding the 

internal control to the model. 

Table 5.19: Results of the Regression Analysis for the Relationship between 

Budgeting process, Internal Controls and Revenue Growth 

Model Summary 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .434a .189 .180 .60204 .189 21.850 1 94 .000 

2 .499b .249 .233 .58232 .060 7.474 1 93 .007 

a. Predictors: (Constant), Budgeting Process 

b. Predictors: (Constant), Budgeting Process, Internal Controls 

Source: Research Data 2017 
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Table 5.20 shows the ANOVA results on the relationship between budgeting process and 

revenue growth with internal control as intervenor, model 1, (F(1,94)=21.850, P<.05) and 

model 2, (F(2,93)=15.414, P<.05). The results show a significant increase after adding 

internal controls. 

Table 5.20: ANOVA Results on the relationship between Budgeting Process, 

Internal Controls, and Revenue Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 7.919 1 7.919 21.850 .000b 

Residual 34.070 94 .362   

Total 41.990 95    

2 

Regression 10.454 2 5.227 15.414 .000c 

Residual 31.536 93 .339   

Total 41.990 95    

a. Dependent Variable: Revenue Growth 

b. Predictors: (Constant), Budgeting Process 

c. Predictors: (Constant), Budgeting Process, Internal Controls 

Source: Research Data 2017 

 

Table 5.21 shows the coefficient results of the budgeting process, and revenue growth 

with internal control as intervenor, Model 1, (Beta=.434, t(.116)=4.674, p<.05 and Model 

2, (Beta=.269, t(.123)=2.734, p<.05.  
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Table 5.21: Coefficient Results on the relationship between Budgeting Process, 

Internal Controls, and Revenue Growth 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .284 .476  .598 .551 

Budgeting 

Process 
.544 .116 .434 4.674 .000 

2 

(Constant) -.505 .543  -.929 .355 

Budgeting 

Process 
.407 .123 .325 3.299 .001 

Internal 

Controls 
.336 .123 .269 2.734 .007 

a. Dependent Variable: Revenue Growth 

Source: Research Data 2017 

 

The regression results show a significant relationship between budgeting process and 

performance of churches before adding internal controls as shown in tables 5.1 and 5.2. 

The results further show a significant relationship between budgeting process and internal 

controls as shown in table 5.7. Furthermore, results indicate a significant relationship 

between internal controls and performance of churches as shown in tables 5.10 and 5.13. 

To test the hypotheses, hierarchical regression was used to check the relationship between 

budgeting process and performance by adding the internal control to the model. The 

intervening process indicated that internal control intervening the relationship between 

budgeting, membership and revenue growth respectively was significant, 

(F(2,93)=37.445, P<.05, R2 change =.146 (14.6%) and (F(2,93)=15.414, P<.05) R2 

change =.060 (6%). The positive and significant change in R2 is an indication of the 

intervening effect 
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Based on the results, the inclusion of the intervening effects of Internal Controls 

improves the membership and revenue growth by an extra 14.6% and 6% respectively. It 

can, therefore, be concluded that the strength of the influence of the budgeting process on 

the performance of churches is affected by Internal Controls. The null hypothesis is, 

therefore, rejected and the alternative hypothesis that there is the intervening effect of 

Internal Controls on the relationship between budgetary process and the performance of 

churches accepted.  

5.4. Moderating effect of Organizational Characteristics on the relationship between 

budgeting process and performance  

 

The third objective was to establish the moderating effect of Organizational 

Characteristics on the relationship between budgeting process and performance of 

churches in Kenya. The hypothesis that suggested that there was a moderating 

relationship between Organizational Characteristics and performance was tested. The 

study used the Organizational Characteristics focusing on the Size, age, technological 

advancement and involvement of leaders in the budgeting process. It was, expected that 

the Organizational Characteristics affected the performance of Churches; hence, it was 

hypothesized as follows: 

H03:  There is no moderating effect of Organizational Characteristics on the relationship 

between budgeting process and performance churches in Kenya. 

The study results show that churches practiced Organizational Characteristics with an 

average mean of 4.104 on a scale of 1-5 meaning a mean of 82% agreement. The 

technology was adopted at the rate of 84% while 84% of churches indicated that 
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leadership style was evident in the budgeting process. Regarding the involvement of 

leadership in budgeting and planning process, 71% of churches indicated that leaders 

were involved. 

To test the hypotheses that there was no moderating effect of the organizational 

characteristic on the relationship between the budgeting process and the performance of 

churches, several steps were undertaken. Firstly,  the variables were standardized to avoid 

multicollinearity. Secondly, categorical variables were dummy coded and a product term 

created for the budgeting process and organizational characteristic. Thirdly the regression 

model was used to predict the outcome performance from both the budgeting process and 

organizational characteristics to confirm whether both effects, as well as the model in 

general, were significant. Fourthly, the interaction term was added and checked for 

significance. The results are shown below. 

Table 5.22 shows the regression results on the relationship between budgeting process 

and organizational characteristics on membership growth. The result indicates the 

budgeting process and organizational characteristics accounted for 42.7% of the 

membership growth, and it was statistically significant,  R2 =.427, <.05. 

Table 5.22: Results of the Regression Analysis for the Relationship between 

Budgeting Process, Organizational Characteristics, and Membership 

Growth 

Model Summary 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .653a .427 .414 .235 .427 34.610 2 93 .000 

a. Predictors: (Constant), Organizational Characteristics, Budgeting Process 

Source: Research Data 2017 
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Table 5.23 shows the ANOVA results on the relationship between budgeting process, 

organizational characteristics, and membership growth. The results show significant, 

(F(2,93)=34.610, P<.05. 

Table 5.23: ANOVA Results on the relationship between Budgeting Process, 

Organizational Characteristics, and Membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 3.823 2 1.911 34.610 .000b 

Residual 5.136 93 .055   

Total 8.958 95    

a. Dependent Variable: Membership Growth 

b. Predictors: (Constant), Organizational Characteristics, Budgeting Process 

Source: Research Data 2017 

 

Table 5.24 shows the regression results on the relationship between budgeting process, 

organizational characteristics, and revenue growth. The results show a significant 

relationship, R2 =.263, <.05. 

Table 5.24: Results of the Regression Analysis for the Relationship between 

Budgeting Process, Organizational Characteristics, and Revenue Growth 

 

Model Summary 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .513a .263 .247 .57673 .263 16.620 2 93 .000 

a. Predictors: (Constant), Organizational Characteristics, Budgeting Process 

Source: Research Data 2017 

 

Table 5.25 shows the ANOVA results on the relationship between budgeting process, 

organizational characteristics, and revenue growth. The results show a significant 

relationship, (F(2,93)=16.620, P<.05. 
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Table 5.25: ANOVA Results on the relationship between Budgeting Process, 

Organizational Characteristics, and Revenue Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 11.056 2 5.528 16.620 .000b 

Residual 30.933 93 .333   

Total 41.990 95    

a. Dependent Variable: Revenue Growth 

b. Predictors: (Constant), Organizational Characteristics, Budgeting Process 

Source: Research Data 2017 

 

Table 5.26 shows regression results on the relationship between budgeting process, 

organizational characteristics and membership growth after adding the moderator. The 

results show significance, R2 change =.197 (19.7%) 

Table 5.26: Results of the Regression Analysis for the Relationship between 

Budgeting Process, Organizational Characteristics, Moderator and 

Membership Growth 

Model R R Square Adjusted R Square Std. Error of the Estimate 

R Square Change 

1 .653a .427 .414 .235 .427 

2 .790b .624 .611 .191 .197 

Source: Research Data 2017 

 

Table 5.27 shows ANOVA results on the relationship between budgeting process, 

organizational characteristics and membership growth after adding the moderator. The 

results show significance, (F(2,93)=50.828, P<.05) 
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Table 5.27: ANOVA Results on the relationship between Budgeting Process, 

Organizational Characteristics, Moderator and membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 3.823 2 1.911 34.610 .000b 

Residual 5.136 93 .055   

Total 8.958 95    

2 

Regression 5.587 3 1.862 50.828 .000c 

Residual 3.371 92 .037   

Total 8.958 95    

a. Dependent Variable: Membership Growth 

b. Predictors: (Constant), Organizational Characteristics, Budgeting Process 

c. Predictors: (Constant), Organizational Characteristics, Budgeting Process, moderator 

Source: Research Data 2017 

 

Table 5.28 shows regression results on the relationship between budgeting process, 

organizational characteristics and revenue growth after adding the moderator. The results 

show significance, R2 change =.008 (.08%) 

Table 5.28: Results of the Regression Analysis for the Relationship between 

Budgeting Process, Organizational Characteristics Moderator, and 

Revenue Growth 

Model R R Square Adjusted R Square Std. Error of the Estimate 

R Square Change 

1 .513a .263 .247 .57673 .263 

2 .521b .271 .248 .57671 .008 

Source: Research Data 2017 

 

Table 5.29 shows ANOVA results on the relationship between budgeting process, 

organizational characteristics and membership growth after adding the moderator. The 

results show significance, (F(3,92)=11.416, P<.05) 
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Table 5.29: ANOVA Results on the relationship between Budgeting Process, 

Organizational Characteristics, Moderator and Revenue Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 11.056 2 5.528 16.620 .000b 

Residual 30.933 93 .333   

Total 41.990 95    

2 

Regression 11.391 3 3.797 11.416 .000c 

Residual 30.599 92 .333   

Total 41.990 95    

a. Dependent Variable: Revenue Growth 

b. Predictors: (Constant), Organizational Characteristics, Budgeting Process 

c. Predictors: (Constant), Organizational Characteristics, Budgeting Process, moderator 

Source: Research Data 2017 

 

The results show that organizational characteristics moderates the relationship between 

budgeting process and, membership and revenue growth respectively, F(2,93)=50.828, 

P<.05, R2change =.197 and (F(2,93)=11.416, P<.05) R2 change =.008.The null hypothesis 

was, therefore, rejected and the alternative hypothesis that there is there is a moderating 

effect of Organizational Characteristics on the relationship between budgeting process 

and performance, accepted.  

5.5. Joint effect of the budgeting process, Internal Controls, Organizational 

Characteristics on the performance of churches 

 

The fourth objective of this study was to establish the Joint effect of budgeting, Internal 

Controls, and Organizational Characteristics on the performance of Churches. This 

objective informed the formulation of the hypothesis that there is the Joint effect of 

Organizational Characteristics, Internal Controls, budgeting process on the performance 

of Churches. It was expected that there is the Joint effect of the budgeting process, 
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Internal Controls, the Organizational Characteristics on the performance of churches; it 

was hypothesized as follows: 

H04:  There is no joint effect of the budgeting process, Internal Controls and 

Organizational Characteristics on the performance of churches in Kenya. 

To test the hypothesis that there is no joint effect of the budgeting process, internal 

controls, organizational characteristics on the performance of churches, the multi-

regression analysis was used. The three variables were combined to test significance. 

First, the independent variables were tested against membership growth and secondly on 

the revenue growth. The results are shown below. 

Table 5.30 shows regression results on the joint effect of the budgeting process, 

organizational characteristics on membership growth. The results show significance, R2 

=.500, Adjusted R2 =.484. The results indicate that the joint variables accounted for 50% 

of membership growth. 

Table 5.30: Results of the Regression Analysis for the joint effect of Budgeting 

Process, Internal Controls, Organizational Characteristics on 

Membership Growth 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .707a .500 .484 .221 

a. Predictors: (Constant), Organizational Characteristics, Budgeting 

Process, Internal Controls 

Source: Research Data 2017 

 

Table 5.31 shows ANOVA results on the joint effect of the budgeting process, internal 

controls, organizational characteristics on membership growth. The results show the joint 

significance effect, (F(3,92)=30.675, P<.05). 
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Table 5.31: ANOVA Results on the joint effect of Budgeting Process, Organizational 

Characteristics, and Membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 4.480 3 1.493 30.675 .000b 

Residual 4.479 92 .049   

Total 8.958 95    

a. Dependent Variable: Membership Growth 

b. Predictors: (Constant), Organizational Characteristics, Budgeting Process, Internal Controls 

Source: Research Data 2017 

 

Table 5.32 shows variables coefficient results. The individual predictors indicated that 

budgeting process (t = 3.9498, p<.05), Internal Controls (t = 3.674, p <.05), 

Organizational Characteristics (t = 3.152, p <.05) were significant predictors in the 

model. 

Table 5.32: Coefficient Results on the joint effect of Budgeting Process, Internal 

Controls, Organizational Characteristics on Membership Growth 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .120 .210  .571 .569 

Budgeting 

Process 
.188 .048 .325 3.949 .000 

Internal 

Controls 
.184 .050 .319 3.674 .000 

Organization

al 

Characteristi

cs 

.125 .039 .266 3.152 .002 

a. Dependent Variable: Membership Growth 

Source: Research Data 2017 
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Table 5.33 shows regression results on the joint effect of the budgeting process, 

organizational characteristics on revenue growth. The results show significance, R2 

=.288, Adjusted R2 =.265. The results indicate that the joint variables accounted for 

26.5% of membership growth. 

Table 5.33: Results of the Regression Analysis for the Relationship between 

Budgeting Process, Organizational Characteristics, and Membership 

Growth 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .537a .288 .265 .57010 

a. Predictors: (Constant), Organizational Characteristics, Budgeting 

Process, Internal Controls 

Source: Research Data 2017 

 

Table 5.34 shows ANOVA results on the joint effect of the budgeting process, internal 

controls, organizational characteristics on revenue growth. The results show the joint 

significance effect, (F(3,92)=12.397, P<.05). 

 

Table 5.34: ANOVA Results on the relationship between Budgeting Process, 

Organizational Characteristics, and Membership Growth 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 12.088 3 4.029 12.397 .000b 

Residual 29.902 92 .325   

Total 41.990 95    

a. Dependent Variable: Revenue Growth 

b. Predictors: (Constant), Organizational Characteristics, Budgeting Process, Internal Controls 

Source: Research Data 2017 
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Table 5.35 shows variables coefficient results. The individual predictors indicated that 

budgeting process (t = 2.852, p<.05), Internal Controls (t = 1.781, p >.05), Organizational 

Characteristics (t = 2.242, p <.05) were significant predictors in the model except for 

internal controls. 

Table 5.35: Coefficient Results on the relationship between Budgeting Process, 

Organizational Characteristics and Membership Growth 

Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) -.748 .543  -1.379 .171 

Budgeting 

Process 
.351 .123 .280 2.852 .005 

Internal 

Controls 
.230 .129 .184 1.781 .078 

Organizational 

Characteristics 
.229 .102 .226 2.242 .027 

a. Dependent Variable: Revenue Growth 

Source: Research Data 2017 

 

Results of the multiple linear regression indicated that there was a collective significant 

effect of budgeting process, internal controls and organizational characteristics on 

membership and revenue growth of churches respectively, (F(3, 92) = 30.675, p < .05, R2 

=.500, Adjusted R2 =.484) and ,(F(3, 92) = 12.397, p < .05, R2 =.288, Adjusted R2 =.265). 

The individual predictors indicated that budgeting process (t = 3.9498, p<.05), Internal 

Controls (t = 3.674, p <.05), Organizational Characteristics (t = 3.152, p <.05) and 

budgeting process (t = 2.852, p<.05), Internal Controls (t = 1.781, p >.05), Organizational 

Characteristics (t = 2.242, p <.05) on membership and revenue growth respectively  were 

significant predictors in the model. 
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The null hypothesis is therefore rejected, and the alternative hypothesis that there is a 

joint effect of the budgeting process, Internal Controls and Organizational Characteristics 

on the performance of churches in Kenya accepted. 

5.6 Discussion of Findings  

The broad objective of the study was to determine the effects of Internal Controls and 

Organizational Characteristics on the relationship between budgeting process and 

performance of churches in Kenya. This section discusses the results of the findings 

based on each hypothesis test results. 

5.6.1. Budgeting process on the performance 

The first specific objective of this study was to investigate the effect of the budgeting 

process on the performance of churches in Kenya. The study hypothesized that there is no 

effect of budgeting processes on the performance of churches in Kenya. First, the study 

finds that budgeting processes are practiced in Kenya Churches. Secondly, the study 

findings show the positive effect of budgeting process on the performance of churches. 

By demonstrating high mean in budgeting process in Churches that resulted in good 

performance means that budgeting processes are as relevant to churches and religious 

organizations as they are to profit-making organizations. It also means that accounting in 

Kenyan churches is not perceived as an intrusion but rather part of a system for mission 

delivery. The positive effect implies that budgeting processes plays a significant role in 

church performance. It also means that while other factors contribute to the performance 

of churches, the role of budgeting processes is significant. Churches, therefore, should 

focus on strengthening budgeting processes for better performance in their membership 

and revenue growth. Budgeting process should not be ignored in the Church planning 
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process. The results also imply that weak budgeting process may impact performance 

negatively. The findings suggest that when budgeting characteristics such as budget 

planning, participation, communication and evaluation are integrated into the budgeting 

process strategies, Churches will experience better performance in their membership and 

revenue growth.  

Unlike in other sectors, studies of budgeting process in churches has received little 

attention. However, studies on budgeting process and performance are consistent with 

this study. In their study on budgeting and its impact on financial performance, Pimpong 

and Laryea (2016) analysed data from seven institutions and found a significant positive 

correlation between the budgeting process and performance. The finding is consistent 

with Silva and Jayamaha (2012) who had the same findings. The study is consistent with 

Kamau et al. (2017) whose study on the relationship between budgeting and performance 

focusing on budget participation, sophistication, feedback and control concluded a strong 

relationship. However, this study included other characteristics such as budget planning 

and evaluation arriving at the same result that the budgeting process has a positive 

correlation with performance. The study is also consistent with the study by Isaboke and 

Kwasira (2016) whose study was on budget process and performance focusing on 

financial capacity and concluded there was a positive relationship.  

The results are consistent with previous studies such as Lambe (2014) whose study 

focused on the impact of budgeting on the performance of financial institutions in Nigeria 

and concluded that budgeting and planning had positively impacted on effective 

performance. whose study also established a positive relationship between budget process 

and performance. Tanase (2013) who looked at participatory budgeting for effective 
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implementation of economic entities concluded that budgeting process improves the 

performance of staff and the overall performance of an organization. Silva and Jayamaha 

(2012) who explored the budgetary process and organization performance of the apparel 

industry in Sri Lanka found that sound budgetary process contributes to higher levels of 

performance. Irvin (2005) whose study on balancing money and mission in Australia 

concluded the existence of the budgeting process in churches and the view that budgets 

are important for growth. Joshi et al., (2003) on budget planning, control, and 

performance in Bahrain singled out the inability of the department, and ineffective 

planning as the main reason for not achieving the required standard target or 

performance. The results of his study are not consistent with Laughlin (1998) and Booth 

(1993) who argued that accounting is viewed as secular in a sacred environment and 

therefore not adequately practiced in Churches. 

5.6.2. The intervening effects of Internal Controls on the relationship between 

budgetary process and performance. 

The second study objective was to determine the intervening effects of Internal Controls 

on the relationship between budget process and performance of churches in Kenya. The 

study hypothesized that Internal Controls have no intervening effects on the relationship 

between budgetary process and the performance and growth of churches in Kenya. First, 

the study finds that both budgeting process and internal controls are practiced in Kenya 

Churches. Secondly, the study findings show the positive intervening effect of Internal 

Controls on the relationship between budgeting process and performance. By 

demonstrating high mean in both budgeting process and internal control processes in 

Churches that resulted in good performance in performance means that both variables are 
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as relevant to churches and religious organizations as they are to profit-making 

organizations. It also means that accounting in Kenyan churches is not perceived as an 

intrusion but rather part of a system for mission delivery. The positive intervening effect 

implies that Internal Controls plays a significant role in the relationship between 

budgeting and performance. It also means that while other factors contribute to the 

relationship between budgeting process and performance, the role of internal control in 

the relationship is significant. Churches, therefore, should focus on strengthening both 

Internal Controls and budgeting process for better performance in their membership 

growth. None of the variables should be ignored in the Church planning process. The 

results also imply that strong budgeting process without Internal Controls may impact 

performance negatively. The findings suggest that when Internal Controls components 

such as control environment, risk assessment, control activities, communication and 

monitoring activities are integrated into the budgeting process strategies, Churches will 

experience better performance in their membership growth.  

There has been little focus on internal control as an intervening variable on the 

relationship between budgeting process and performance of Churches. However, studies 

on budgeting process, Internal Controls, and performance are consistent with the findings 

in this study. Nyakundi et al. (2014) in their study of the effect of Internal Controls on the 

performance of small and medium-sized enterprises in Kisumu concluded that significant 

change in performance is linked to Internal Controls and priority budgeting meaning that 

both budgeting process and Internal Controls are a factor to performance. Abdulkadir 

(2014) looked at the challenges of implementing Internal Controls systems in non-

governmental organizations in Kenya and found that positive changes in performance are 



146 

 

associated with proper Internal Controls and budgeting. Ahiabor and Mensa (2013) 

reviewed the effectiveness of Internal Controls on the finances of churches in Ghana and 

found there was a significant relationship. Muraleetharan (2011) in his survey of 35 

selected organizations on Internal Controls and the impact of financial performance 

found that Internal Controls has a major impact on performance. Regarding the practice 

of Internal Controls in churches, these study results are consistent studies such as (Tanui 

et al.,2016; Wooten, 2003; Duncan et al., 1999; Siino, 2004) that concluded the existence 

of Internal Controls in churches. The study, however, disagrees with their assertion that 

churches have very weak Internal Controls. This study finds a high mean on the practice 

of Internal Controls of Churches in Kenya, and it can be concluded that Internal Controls 

in Churches are adequate and Churches are good stewards that reflect the level of growth. 

Furthermore, the study findings disagree with studies such as (Laughlin, 1988; Booth, 

1993) that proposes division between the sacred and the secular arguing that accounting 

is perceived as an intrusion to the church ministry. This study, therefore, agrees with 

Irvin (2005) that accounting is an enabler. Churches in Kenya have used budgeting and 

internal control process as complementary to the ministry resulting in significant 

membership growth for the past five years. 

5.6.3. Moderating effect of Organizational Characteristics on the relationship 

between budgeting process and performance 

The third study objective was to determine the moderating effects of organizational 

characteristics on the relationship between budget process and performance of churches 

in Kenya. The study hypothesized that organizational characteristics have no moderating 

effects on the relationship between budgetary process and the performance and growth of 
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churches in Kenya. First, the study finds that both budgeting process and selected 

organizational characteristics are practiced in Kenya Churches. Secondly, the study 

findings show the positive moderating effect of organizational characteristics on the 

relationship between budgeting process and performance. By demonstrating high mean in 

both budgeting process and organizational characteristics in means that both variables are 

as relevant to churches and religious organizations as they are to profit-making 

organizations. It also means that accounting in Kenyan churches is not perceived as an 

intrusion but rather part of a system for mission delivery. The positive moderating effect 

implies that organizational characteristics play a significant role in the relationship 

between budgeting and performance. It also means that while other factors contribute to 

the relationship between budgeting process and performance, the role of organizational 

characteristics in the relationship is significant. Churches, therefore, should focus on 

strengthening organizational characteristics such as leadership styles, technology and 

increased involvement of leadership in the budgeting process for better performance in 

their membership growth. The results also imply that an organization cannot have strong 

budgeting process unless organizational characteristics are also strong. The endgame for 

strong budgeting process and organizational characteristics such as leadership styles, 

technological advancement, and involvement of leaders in the budgeting process is better 

growth in membership. 

The results from this study are consistent with studies such as (Medcalfe & Sharpe, 2012; 

Boggs & Fields 2010; Duncan et al., 1999; Watts, 1996; Odom & Boxx, 1988) that 

reported an association of organizational characteristics to internal systems and 

performance. The study is also consistent with Irvin (2005) that found churches used 
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budgets as a surrogate for the spiritual goals and for measuring success and 

accountability and also (Mohamed and Ali, 2013; Isaboke and Kwasila, 2016; Tunji, 

2013) that reported a positive relationship between budgeting and performance. However, 

the study disagrees with Laughlin (1988) who was of the view that churches do not view 

budgets as binding on future endeavors, due to lack of appropriate accounting 

professionals in churches. The study further disagrees with Booth (1993) that asserted 

that church leaders were ill-prepared to provide required financial management 

leadership within churches. Therefore, the results suggest that churches in the current 

decade are more enlightened and their leaders view budgeting process as an essential part 

of advancing the church mission. 

5.6.4. Joint effect of budgeting Processes, Internal Controls and Organizational 

Characteristics on the performance 

The fourth specific objective was to establish the joint effect of the budgeting process, 

Internal Controls and Organizational Characteristics on the performance of churches in 

Kenya. The study hypothesized that there is no joint effect of the budgeting process, 

Internal Controls and Organizational Characteristics on the performance of churches in 

Kenya. First, the study finds that all the three variables are practiced in Kenya Churches. 

Secondly, the study shows significant correlation between budgeting process, internal 

controls and organizational characteristics. Thirdly, the study findings show the positive 

effect of budgeting process, internal controls and organizational characteristics on the 

performance of churches. By demonstrating high means in in all the variables means they 

are all as relevant to churches and religious organizations as they are to profit-making 

organizations. It also means that accounting in Kenyan churches is not perceived as an 
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intrusion but rather part of a system for mission delivery. The positive effect implies that 

the three variables plays a significant role in church performance. It also means that while 

other factors contribute to the performance of churches, the role of budgeting processes, 

internal controls and organizational characteristics is significant. Churches, therefore, 

should focus on strengthening all the three variables for better performance in their 

membership and revenue growth. None of the variables should be ignored in the Church 

planning process. The results also imply that weak budgeting process, internal controls 

and organizational characteristics may impact on the performance negatively. The 

findings suggest that when internal controls and organizational characteristics are 

integrated into the budgeting process strategies, Churches will experience better 

performance in their membership and revenue growth.  

Few studies have focused on the joint effect of budgeting process, internal controls and 

organizational characteristics on the performance. However, the few previous studies on 

the joint effect of the variables on the performance are consistent with this study.  In his 

study on the relationship between organizational characteristics and internal evaluations, 

Fatemeh (2011) found the size of an organization suggests high budgets that require 

robust process and strong Internal Controls system and reported positive relationship with 

performance. Furthermore, Avinash and Abbas (2015) in their study on transformational 

leadership argued that the style of leadership provides space for budget participation and 

sets the tone for internal controls ultimately improving on the performance. Boggs & 

Fields (2010) in their study that explored organizational culture and performance of 

christian churches found significant relationship between organizational characterisitcs 

and internal controls on the performance of churches 
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5.7 Summary of Results of Hypothesis Testing 

 

The study model showed that all the variables affected the performance of Churches. The 

results are presented in Table 5.36. 

Table 5.36 Summary of results of Hypothesis testing 

Objective Hypotheses Results Implication 

To investigate the effect 

of the budgeting process 

on performance of 

Churches 

H1H1: There is no relationship 

between budgeting 

processes and 

performance of churches 

in Kenya. 

 

Budgeting on membership and revenue 

growth of churches, (F(1,94)=40.313, 

P<.05), R2= .300 R2
Adjusted = .293 and 

(F(1,94)=21.850, P<.05), R2= .189 

R2
Adjusted = .180 respectively. There is a 

relationship between budgeting process 

and performance of churches 

Hypothesis 

rejected 

To determine the 

intervening effect of 

Internal Controls on the 

relationship between 

budgetary process and 

the performance of 

churches. 

H2H2: Internal Controls have 

no intervening effects on 

the relationship between 

budgetary process and the 

performance of churches 

in Kenya. 

 

Internal controls intevening budgeting and, 

membership and revenue growth of 

churches respectively, (F(2,93)=37.445, 

P<.05, R2 change =.146 and 

(F(2,93)=15.414, P<.05) R2 change =.060. 

The positive and significant change in R2 is 

an indication of intervening effect 

 

Hypothesis 

rejected 

To establish the 

moderating effect of 

Organizational 

Characteristics on the 

relationship between 

budgeting process and  

performance of churches 

in Kenya 

H3H3: There is no moderating 

effect of Organizational 

Characteristics on the 

relationship between 

budgeting process and 

performance of churches 

in Kenya. 

 

Organizational characteristics moderating 

budgeting and, membership and revenue 

growth of churches respectively 

F(2,93)=50.828, P<.05, R2change =.197 

and (F(2,93)=11.416, P<.05) R2 change 

=.008. 

There is a moderating effect of 

Organizational Characteristics on the 

relationship between budgeting process 

and performance. 

Hypothesis 

rejected 

To establish the joint 

effect of budgeting, 

Internal Controls, and 

Organizational 

Characteristics, on the 

performance of churches. 

H4 H4: There is no joint 

relationship between 

budgeting process, 

Internal Controls and 

Organizational 

Characteristics on the 

performance and growth 

of churches in Kenya. 

 

Joint effect of independent variables on 

membership and revenue growth 

respectively, (F(3, 92) = 30.675, p < .05, 

R2 =.500, Adjusted R2 =.484) and ,(F(3, 

92) = 12.397, p < .05, R2 =.288, Adjusted 

R2 =.265); budgeting process (t = 3.9498, 

p<.05), Internal Controls (t = 3.674, p 

<.05), Organizational Characteristics (t = 

3.152, p <.05) and budgeting process (t = 

2.852, p<.05), Internal Controls (t = 1.781, 

p >.05), Organizational Characteristics (t = 

2.242, p <.05)  

Hypothesis 

rejected 
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CHAPTER SIX: SUMMARY OF FINDINGS, CONCLUSION, AND 

RECOMMENDATIONS 

6.1. Introduction 

This study was set out to determine the effects of the budgeting process, Internal Controls 

and leadership style on performance and growth of churches in Kenya by testing four 

hypotheses that explored variables in the conceptual framework. This chapter presents a 

summary, conclusion, contribution of the study findings, limitation of the study and 

future research direction.  

6.2. Summary of findings 

Hypothesis one (H01) explored the effect of budgeting process on church performance. 

Results of the regression show that there is a significant effect (p<.05) between budget 

process and performance. It can, therefore, be concluded that there is an effect of 

budgeting process on the performance of Churches thus rejecting the Null hypothesis that 

suggested there was no effect. The positive effect means that churches need to sustain 

budgeting process level and the more they improve on them, performance will increase. 

The results further imply that budget characteristics such as budget planning, 

participation, communication, and evaluation are important for consideration in the 

budget process of churches. 

Hypothesis two (H02) explored the intervening effect of Internal Controls on the 

relationship between budgeting process and performance. The regression results show an 

increase of R2 and a significance of p<.05. It can, therefore, be concluded there is an 

intervening effect of Internal Controls on the relationship between budgeting process and 
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performance of Churches. The study results resulted in the rejection of the null 

hypothesis that suggested there was no intervening effect of Internal Controls on the 

relationship between budgeting process and performance. The positive effect implies that 

Internal Controls plays a significant role in the relationship between budgeting and 

performance. Churches, therefore, should strengthen their Internal Controls to strengthen 

budgeting process and increase membership growth. The results also imply that 

budgeting process without Internal Controls may impact performance negatively. The 

results further reinforce the importance of Internal Controls to churches to ensure growth 

and that Internal Controls components such as control environment, risk assessment, 

control activities, communication and monitoring activities are to be considered for a 

strong budget process that impacts on performance. 

Hypothesis three (H03) explored the moderating effect of Organizational Characteristics 

on the relationship between budgeting process and performance. The results show that 

Organizational Characteristics moderates the relationship between budgeting process and 

performance. The study results led to the rejection of the null hypothesis that suggested 

there is no moderating effect of organizational characteristics on the relationship between 

budgeting process and performance of Churches. The rejection implies that the success of 

budgeting process in impacting performance is dependent on Organizational 

Characteristics. The positive relationship means that performance is enhanced by the 

Organizational Characteristics manifested in the age, size, technological advancement, 

and involvement of church leaders in the budget process.  

Hypothesis four (H04) explored the joint effect of the budgeting process, Internal 

Controls, and organizational characteristics on the performance of Churches in Kenya. 
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These study results indicate there is statistically significant (p<.05) effect of the variables 

leading to the rejection of the null hypothesis that suggested there is no joint effect of the 

budgeting process, internal control, and organizational characteristics on the performance 

of Churches. The positive joint effect on independent and the dependent variables implies 

that budgeting process, Internal Controls, and Organizational Characteristics are 

necessary components for church performance. Church leaders should consider all the 

variables in their planning process to improve membership growth. The results further 

imply that budgeting process, Internal Controls, and Organizational Characteristics are as 

important to churches as in other organizations.  

6.3. Conclusion of the Study 

This study was set out to determine the effects of Internal Controls and Organizational 

Characteristics on the relationship between budgeting process and the performance of 

churches in Kenya.  The results of the simple linear regression in tables 5.1 to 5.6 indicated 

there was a statistically significant effect of budgeting process on membership and revenue 

growth of churches, (F(1,94)=40.313, P<.05), R2= .300 R2
Adjusted = .293 and (F(1,94)=21.850, 

P<.05), R2= .189 R2
Adjusted = .180 respectively. The budgeting process was examined and found to 

be a significant predictor of membership and revenue growth respectively, (Beta=.548, 

t(.050)=6.349, p<.05 and (Beta=.434, t(.116)=4.674, p<.05 respectively.  As a result, a 

conclusion was made that the budgeting process influences the performance of churches 

in Kenya and the null hypothesis rejected. Churches should, therefore, strengthen their 

budgeting process to improve their performance. 
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The findings of the study show that Internal Controls has an intervening effect on the 

relationship between budgetary process and performance of churches in Kenya. The 

intervening process indicated that internal control intervening the relationship between budgeting, 

membership and revenue growth respectively was significant, (F(2,93)=37.445, P<.05, R2 change 

=.146 (14.6%) and (F(2,93)=15.414, P<.05) R2 change =.060 (6%). The positive and significant 

change in R2 is an indication of the intervening effect. The indication is that Internal Controls 

affected the relationship between budgeting process and performance. The second 

hypothesis was therefore rejected. The study further found adequate internal controls in 

churches covering all the components namely control environment, risk assessment, 

control activities, information and communication, and monitoring activities. The control 

environment was highly practiced while information and communication were the lowest 

practiced. The joint Internal control components and performance of churches have 

shown a positive relationship. 

The study found that Organizational Characteristics has a moderating effect on the 

relationship between budgeting process and the performance of churches in Kenya. The 

results show that organizational characteristics moderates the relationship between budgeting 

process and, membership and revenue growth respectively, F(2,93)=50.828, P<.05, R2change 

=.197 and (F(2,93)=11.416, P<.05) R2 change =.008.The null hypothesis was, therefore, rejected 

and the alternative hypothesis that there is there is a moderating effect of Organizational 

Characteristics on the relationship between budgeting process and performance, accepted.  

The study found that Size, age, technological advancement and leadership style are 

important organizational characteristics for the churches in Kenya because of their 

positive relationship with performance. The study further found that organizational 

characteristics determine the success of budgeting process and the performance of an 
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organization. The study findings suggest that failure to consider and integrate 

organizational characteristics in the budgeting process would negatively impact Church 

performance. 

The results of this study show that Budgeting, Internal Controls, and Organizational 

Characteristics have a joint effect on the performance of churches in Kenya. Results of the 

multiple linear regression indicated that there was a collective significant effect of budgeting 

process, internal controls and organizational characteristics on membership and revenue growth 

of churches respectively, (F(3, 92) = 30.675, p < .05, R2 =.500, Adjusted R2 =.484) and ,(F(3, 92) 

= 12.397, p < .05, R2 =.288, Adjusted R2 =.265). The individual predictors indicated that 

budgeting process (t = 3.9498, p<.05), Internal Controls (t = 3.674, p <.05), Organizational 

Characteristics (t = 3.152, p <.05) and budgeting process (t = 2.852, p<.05), Internal Controls (t = 

1.781, p >.05), Organizational Characteristics (t = 2.242, p <.05) on membership and revenue 

growth respectively  were significant predictors in the model. 

The null hypothesis is therefore rejected, and the alternative hypothesis that there is a joint effect 

of the budgeting process, Internal Controls and Organizational Characteristics on the performance 

of churches in Kenya accepted. The findings of the study, therefore, suggest that churches 

need to integrate internal controls and organizational characteristics in the budgeting 

process for better performance. 

6.4. Contribution of Study Findings 

This study lays a broad foundation for future research work on budgeting process, 

Internal Controls, Organizational Characteristics and performance of churches in Kenya. 

The study findings contribute to a wide range of literature on the effect of Internal 

Controls and Organizational Characteristics on the relationship between budgeting 
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process and church performance. The study contributes to theory, contemporary practice 

and the development of policy specific to management of churches, which are non-profit 

organizations. The study serves to bridge a gap in the literature and the need for in-depth 

research on the budgeting processes through integration of theories and identifying the 

common threads that link research on budgeting process in churches and performance.  

6.4.1. Contribution to knowledge 

The study has contributed to knowledge in several ways. The first major contribution is 

providing literature on budgeting, Internal Controls, the Organizational Characteristics on 

the performance of Churches in Kenya. None of the literature reviewed on budgeting, 

Internal Controls, Organizational Characteristics, and performance has combined all 

variables in one study. Furthermore, most studies were carried out in other countries with 

limited studies in Kenya. This study becomes a valuable reference for future researchers 

as a contribution to empirical literature. The study, therefore, extends frontiers of 

knowledge by linking budgeting process and church performance. The study has also 

provided new data that will test existing theories and assumptions found in budgeting 

studies and its applicability in not for profit organizations. It tries to fill the gap in the 

previous literature about how budgeting affects performance in the context of churches, 

especially in Kenya. 

The second contribution of this study is the importance of combining budgeting process, 

Internal Controls and Organizational Characteristics on performance in an organization, 

which is not only oriented through financial gains but also governed by several other 

factors such as spirituality. These factors directly or indirectly affect working aspects of 

the organization. The study undertaken in this research determined that budgeting 
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process, Internal Controls, and Organizational Characteristics are relevant determinants 

of performance in churches of Kenya. Hence, the study contributes to the body of 

knowledge on other key factors contributing to the performance of Churches in Kenya.  

The third contribution of this study is the importance of relating budgeting process, 

internal controls and organizational characteristics to the performance of Churches. 

Previous studies focused on the extent to which these variables were practiced in 

churches with limited research on their impact on performance. By relating these 

variables to performance, future researchers will use the study for further research. 

Fourthly, the study provides a framework for the discussion on budgeting process and 

internal controls about the performance of Churches in the Kenyan context. Little 

knowledge exists on church financial management in Kenya and how it impacts on the 

performance of Churches.   

Lastly, the study has helped to reduce controversies on the relationship between 

budgeting process and performance of churches. Researchers such as Laughlin (1998) 

have argued on the view there exists a conflict between the sacred and secular nature of 

accounting where accounting functions such as budgeting and Internal Controls in 

churches are not seriously taken because they are viewed as secular.  By confirming the 

high practice of budgeting and Internal Controls in Kenya and the relationship with 

performance, the importance of these variables in Churches becomes useful in reducing 

the controversy. 
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6.4.2. Contribution to Methodology 

This study contributes to methodology in various ways. First, the study contributes to the 

debate on the relevance of positivism philosophy in the modern research. By using 

positivist philosophy in the study, the findings provide evidence to reject formulated 

hypotheses and therefore, the philosophy remains among the foundations of modern 

social inquiry and relevant to today’s research approaches.  

Secondly, the study contributes to the data collection and sampling debate. From the 

study findings, the sample size has a significant impact while arriving at conclusions on a 

subject matter. This study result differed with several findings regarding existence 

budgeting process and internal controls in churches. Studies that reported inadequate 

internal control systems focused on one or a small number of churches to determine 

practice level. By this study analyzing data from many churches, the findings report the 

existence of budgeting process and internal control system in churches. The study, 

therefore, contributes to the methodology by demonstrating that large sample in similar 

organizations such as Churches may result in different findings from where studies focus 

on a small sample. 

Thirdly, the study contributes to the research design discussions. Research design in a 

study is determined by the knowledge the researcher envisage to gain. This study 

suggests it appropriate to use cross-sectional survey in organizations such as Churches 

that use membership growth as a measure of performance and whose main goal is to 

increase membership. The findings that budgeting process, internal control, and 

organizational characteristics are related to performance means that organizations need to 
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improve these variables over time, and by using cross sectional survey, organizations 

would determine the change impact at different times from one point to another. 

Lastly, the study contributes to the operationalization of variables debate. The manner in 

which operationalization of variables is carried out determines the credibility of the study 

findings. The study provides evidence that the extent to which budgeting process and 

internal control are practiced in Churches, affects performance. The budgeting process, 

internal control, and organizational characteristics become important variables, and their 

measure of the extent to which they are operationalized is important in establishing their 

effect on performance.  

6.4.3. Contribution to Theory 

The major contribution to theory is the inclusion of Internal Controls and Organizational 

Characteristics as an intervenor and moderator variables to provide a unique theoretical 

contribution that expands previous knowledge and literature on the effect of budgeting 

process on the performance of organizations.   

By attempting to provide a link between budgeting process, Internal Controls, and 

performance of churches, the study contributes to budgeting theories that focus more on 

capitalism and profitability and recommends they expand to include non-profit making 

organizations such as Churches whose goal is social responsibilities and their mission is 

service oriented.  

The results of this study that shows the existence of budgeting process and Internal 

Controls in churches means they have structures leading to the extension of agency 

theory dialogue. Proponents of agency theory such as Eisenhardt (1989) suggest that 
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implication of agency theory is most visible in situations of high uncertainty on the 

outcome. This may not apply to churches because of their belief and yet agency theory is 

relevant to the Church. The study, therefore, contributes to agency theory by 

investigating the existence of Internal Controls in churches and the effect to performance. 

The study further contributes to the stewardship theory by reinforcing its importance to 

churches. However, since stewardship theory holds that managers are good stewards and 

may not necessarily require controls, the theory becomes applicable along with other 

theories such as agency theory because they compliment each other. 

The study findings that organizational characteristics moderate the relationship between 

budgeting process and performance contribute to the expansion of contingency theory 

that focuses on the leadership style arguing that successful leaders are those that adapt 

their style on the circumstance that is contingent upon the internal and external 

environment. The study supports the proponents of this theory. 

6.5. Limitations of the Study 

Efforts were made to ensure the limitations did not have a significant effect on the study 

findings. First, the study was limited to membership growth to measure performance in 

churches. While the use of membership growth was justified, Revenue growth is an 

important step for the financial sustainability of the church.   

Second, the study was limited to Organizational Characteristics, and therefore, the effect 

of external factors on church performance was not considered. External factors such as 

physical may help determine whether performance is associated with regional 

differences.  
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Thirdly, the study was limited to a period of five years without consideration of external 

factors that may be specific to the period. Widening the scope and covering a period 

beyond five years may result in different findings. 

Fourthly, the study was limited to Churches registered under two umbrella Church bodies 

whereas there exist churches outside the two bodies whose inclusion may change the 

study findings. 

Lastly, the study was limited to the budgeting process, internal control, and 

organizational characteristics while there are be other variables that affect the 

performance of Churches such as accounting record keeping and staffing.  

 

6.6 Recommendations for Policy and Practice 

The study finds evidence that budgeting process has a positive relationship with the 

membership growth of Churches. It is therefore recommended that Churches review and 

enhance existing budgeting policies and guidelines to further strengthen budgeting 

process in Churches. Churches that do not have budget policies should develop and 

implement them. Dissemination and adoption of these budget policy and guidelines will 

enhance church growth in the long term. Furthermore, it is recommended that church 

leadership make use of the findings in developing training materials and forums that will 

ensure increased practice in the budgeting process and Internal Controls. 

The study finds that Internal Controls mediates the relationship between budgeting 

process and performance. It is therefore recommended that Churches review and enhance 

existing Internal Controls policies and guidelines to strengthen Internal Controls process 
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in Churches further. Churches that do not have Internal Controls policies should develop 

and implement them. Dissemination and adoption of these Internal Controls policy and 

guidelines will enhance church growth in the long term. It is further recommended that 

church leadership include Internal Controls components in their budgeting process. 

The study results indicate Organizational Characteristics as a moderator of the 

relationship between budgeting process and performance. The study recommends that 

churches always consider the Organizational Characteristics in their budgeting process as 

this will enhance growth. The success of the budgeting process depends on the 

Organizational Characteristics and therefore for it to be integrated into the budgeting 

process. 

The study results show the joint relationship between budgeting process, Internal 

Controls, the Organizational Characteristics on the performance of Churches. It is 

recommended that church leaders ensure that budgeting process includes Internal 

Controls and Organizational Characteristics for better performance to be achieved. 

Lastly, the study recommends that because of the importance of budgeting process, 

Internal Controls, and Organizational Characteristics to membership growth, NCCK and 

EAK should include them as modules in their training of their member churches. By 

explaining contemporary budgeting process, the study contributes to policy debate as 

members of the public seeking more accountability from the churches. It is, therefore, 

recommended that policy makers refer to the findings in the formulation of reforms in 

churches. As such, the study has attempted to create a link between theory and practice 

and recommend policies that will enhance budgeting process and increase church 

performance.  
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6.7 Future Research Direction 

This study examined the effect of the budgeting process, Internal Controls, 

Organizational Characteristics on the church performance of churches in Kenya and has 

paved the way for research in the following areas: 

First, Future studies should focus on establishing whether membership growth translates 

into Revenue growth of churches. Secondly, future studies should focus on other variable 

characteristics that affect church performance. Demographic characteristics such as 

culture, ethnicity, and level of education should be considered for future research. 

Thirdly, future researchers should consider external environmental factors such as 

location, political and economic and their impact on the performance of Church. 

Fourthly, future research should consider churches not registered under NCCK and EAK 

to establish whether budgeting process and internal controls are practiced in the same 

manner as those registered in an umbrella body. 
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APPENDICES 

APPENDIX I: LETTER OF INTRODUCTION TO THE RESPONDENT 

 

Dear Respondent, 

My name is Norman Kiambi Gachoka a doctoral student at the University of Nairobi, 

School of Business undertaking a study on budgeting process, Internal Controls, 

Organizational Characteristics and performance of churches in Kenya.  

 

Your church has been selected for this study. I would appreciate if you could spare a few 

minutes of your time and complete the attached questionnaire. The data collected will be 

used for academic purposes only and in no other way injurious to you, your family or the 

church. Your participation in facilitating the study is highly appreciated. 

 

Thanking you for your support and cooperation. 

 

Norman Kiambi Gachoka 

Principal Researcher 
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APPENDIX II: QUESTIONNAIRE 

This questionnaire aims to collect data on budgeting, Internal Controls, Organizational 

Characteristics and church performance for a Ph.D. thesis. You are requested to 

participate in the study by responding to the items given in the various sections. 

SECTION A: CHURCH BACKGROUND  

1.1. Name of the church 

______________________________________________________ 

1.2. Please indicate your position in the church by circling below 

[   ] Bishop 

[   ] Priest 

[   ] Pastor 

[   ] Cardinal 

[   ] Other, specify 

__________________________________________________ 

1.3. How long have you held your current position in the church? _______________ 

1.4. Legal Status of the church? 

[   ] Registered under Societies Act 

[   ] Registered under Companies Act 

[   ] Other, specify 

_________________________________________________ 

1.5. Year of registration in Kenya _________________________________________ 

1.6. Which umbrella body are you affiliated to? Please circle your answer below. 

[   ] NCCK (National Council of Churches of Kenya) 

[   ] EAK (Evangelical Alliance of Kenya) 

[   ] Other, 

specify__________________________________________________ 

[   ] 

None______________________________________________________ 

1.7. How do you categorize your church regarding polity? Please circle your answer 

below. 

[   ] Congregational (Direct government by the people who make up the 

congregation) 

[   ] Episcopal (Power in the highest ranking Bishop and delegated 

downward through the clergy) 
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[   ] Presbyterian (Congregation governed by a group of elected leaders) 

[   ] Other, 

specify_________________________________________________ 

1.8. How many salaried employees do you have? _____________________ 

SECTION B: BUDGETING PROCESS  

2.1. Does your church prepare a budget? 

a. [   ] Yes 

b. [   ] No 

2.2. Does a budget committee exist in your church 

a. [   ] Yes 

b. [   ] No 

 

2.3. Are you familiar with the budgeting process of your church?  

a. [   ] Yes 

b. [   ] No 

 

2.4. Who is in charge of the budget preparation in your church? Please indicate the 

title of that person ____________________________ 

2.5. What is the budgeting physical period of the church? 

a. [   ] Monthly 

b. [   ] Six months 

c. [   ] 12 months 

d. [   ] 24 months 

e. [   ] other, please specify ___________________________________ 

 

2.6. How would you classify the budget of your church? 

a. [   ] Fixed 

b. [   ] Variable budget 

c. [   ] Other, Explain ______ 

 

2.7. On a scale of 1-5 where: 5- strongly agree, 4- agree, 3- neutral, 2- disagree, 1- 

strongly disagree, State the extent to which you agree with the following concerning 

budgeting and budget process in your church 

 

 STATEMENT SA 

5 

A 

4 

N 

3 

D 

2 

SD 

1 

 Budgeting       
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A The age of the church has helped improve budgeting process over time      

B The size of the church has great effect on the budgeting process of the 

church 

     

 Budget Planning      

C Budgetary guidelines are issued before preparing budgets      

D The church has a budgeting committee.      

E The budget committee is functional in my church      

F Before budgeting, there are operational plans to establish the activities 

and budgets for each department in the church 

     

G Before budgeting income sources and expenses are identified       

H The churches budgetary goals are specific and clear in my church      

I The budgeting process in the church adheres to the church’s 

commitment to transparency and accountability 

     

 Budget Participation      

J Every church committee member takes part in the budgeting process      

K Every Head of Department take part in the budgeting process      

L Every head of the department influences the final church budget.      

M There is a no secrecy in the way the budgeting process is done       

N Staff members are happy with budgeting process in my church      

 Budget Communication      

O Good information flow is available for budgeting      

 Budget communication is accepted:      

P       Without caution      

Q       Without suspicion      

R       With reception      
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S Budget process leadership provided is effective      

T Coordination among various departments during budgeting process is 

achieved 

     

 Budget Evaluation      

U The church has set a budget variance percentage that has to be explained 

while reviewing variance reports 

     

V 

 

Significant budget variance prompt budget revision during the year      

W Corrective action is always taken on budget variance      

X New activities during the year always prompt budget revision      

 

2.8. How frequently are the budget variance reports circulated to managers? 

[   ] Monthly 

[   ] Quarterly 

[   ] Semi-Annually 

[   ] Other (Please 

specify)________________________________________________ 

 

2.9. Who has authority to evaluate the budget variance? 

[   ] Department Head 

[   ] Budget Committee 

[   ] Top Management 

[   ] Any other (please specify) _____________________________________ 

 

SECTION C: INTERNAL CONTROLS 

3.1. Does the church have a written, up-to-date accounting procedures manual? 

[   ] Yes 

[   ] No 

 

3.2. Are the accounting records and underlying Internal Controls audited annually?  

[   ] Yes 

[   ] No 

3.3. Is an audit committee operational? 

[   ] Yes 

[   ] No 
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3.4. On a scale of 1-5 where: 5- strongly agree, 4- agree, 3- neutral, 2- disagree, 1- 

strongly disagree, State the extent to which you agree with the following concerning 

Internal Controls in your church 

 STATEMENT SA 

5 

A 

4 

N 

3 

D 

2 

SD 

1 

 Control Environment      

A The organization demonstrates a commitment to integrity and ethical 

values. 

     

B The board of directors demonstrates independence from management 

and exercises oversight of the development and performance of Internal 

Controls 

     

C Management establishes, with board oversight, structures, reporting 

lines, and appropriate authorities and responsibilities in the pursuit of 

objectives. 

     

D The organization demonstrates a commitment to attract, develop, and 

retain competent individuals in alignment with objectives. 

     

E The organization holds individuals accountable for their Internal 

Controls responsibilities in the pursuit of objectives. 

     

 Risk Assessment      

F The organization specifies with sufficient clarity to enable the 

identification and assessment of risks relating to objectives. 

     

G The organization identifies risks to the achievement of its objectives 

across the entity and analyzes risks as a basis for determining how the 

risks should be managed 

     

H The organization considers the potential for fraud in assessing risks to 

the achievement of objectives. 

     

I The organization identifies and assesses changes that could significantly 

impact the system of Internal Controls. 

     

 Control Activities      

J The organization selects and develops control activities that contribute 

to the mitigation of risks to the achievement of objectives to acceptable 
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levels. 

K The organization selects and develops general control activities over 

technology to support the achievement of objectives. 

     

L The organization deploys control activities through policies that 

establish what is expected and in procedures that put policies into 

action. 

     

 Information and communication      

M The organization obtains or generates and uses relevant, quality 

information to support the functioning of other components of Internal 

Controls. 

     

N The organization internally communicates information, including 

objectives and responsibilities for Internal Controls, necessary to 

support the functioning of other components of Internal Controls. 

     

O The organization communicates with external parties regarding matters 

affecting the functioning of other components of Internal Controls. 

     

 Monitoring Activities      

P The organization selects, develops, and performs ongoing and separate 

evaluations to ascertain whether the components of Internal Controls are 

present and functioning. 

     

Q The organization evaluates and communicates Internal Controls 

deficiencies promptly to those parties responsible for taking corrective 

action, including senior management and the board of directors, as 

appropriate. 
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SECTION D: ORGANIZATIONAL CHARACTERISTICS 

4.1. Does the church have an accounting software? 

[   ] Yes 

[   ] No 

4.2. On a scale of 1-5 where: 5- strongly agree, 4- agree, 3- neutral, 2- disagree, 1- 

strongly disagree, State the extent to which you agree with the following concerning 

organizational characteristics in your church 

 STATEMENT SA 

5 

A 

4 

N 

3 

D 

2 

SD 

1 

 Leadership Style      

A The church leadership style affects the quality of budgeting process      

B Leadership style in my church enforces budget participation      

C The nature of leadership style in the church has hugely impacted the 

performance of the church  

     

D Leadership style in my church enforces Internal Controls systems      

E The commitment of church leaders greatly impacts the budgeting 

process 

     

 Technology      

F The church has adopted technology in budgeting and accounting       

G The church has adopted use of technology in communicating to 

members  

     

H The church has adopted technology to back up data in case of crisis      

I The church has adopted technology in generating financial data       

 Involvement of Church Leadership in Budgeting      

J The church has a strategic planning committee      

K The church leaders are involved in the formulation of budgets      

L The church leader has personally been involved in initiating 

development projects  

     

M The church leadership is involved in strategic plan formulation      
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N The church leader prepares strategic plan alone.      

O The church leadership is involved in strategic plan implementation      

P The church council prepares the budget for implementation of strategic 

plan 

     

Q The church leadership ensures that a budget is made for implementation 

of strategic plans 

     

R The church leadership ensures that every department is allocated 

adequate funds 

     

S Some departments lack adequate finances to implement their programs      

T The communication between the priest and the congregants interfere 

with smooth implementation of strategic plan 

     

U The church leader’s leadership style promotes the implementation of 

strategic Plan. 

     

V The leadership style discourages implementation of strategic plan      

W The church leadership is involved in stewardship and investment      

X The church leadership inspires us to implement our strategic plan      

Y The church leadership challenges us to create ways of implementing the 

strategic plan 

     

Z The church’s leadership style helps to sustain church programs      

 

Section E: Performance 

5.1 What was your church population five years ago? December 31st each year. 

  2012 2013 2014 2015 2016 

Number of Members           

5.2 What wa your church revenue the last five years?  December 31st each year. 

  2012 2013 2014 2015 2016 

Revenue (exclude fund raising)           
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APPENDIX III: DATA VALIDATION CHECKLIST 

Name of the Church ________________________________________ 

  Yes No 

1 Age-Registration document with date verified   

2 Size (Membership)- Membership register or Annual report verified   

3 Budget- Copies of annual budget accessed   

4 Planning- Copies of church plan either strategic plan or other 

documentation used in the budget process available 

  

5 Participation- documentation that indicates participation in budgeting 

process available 

  

6 Communication- Documentation regarding budget coordination 

available 

  

7 Budget versus actual reports available    

8 Documentation on budget versus actual discussion available   

9 Accounting software available in the Church   

10 Internal Control policies available whether on its own or part of 

accounting policies and procedures 

  

 

Compiled by _________________________________ Date _______________________ 
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APPENDIX IV: LIST OF PARTICIPATING CHURCHES 

 

Name of Church 

1.  Africa Brotherhood Church 

2.  Africa Evangelical Presbyterian Church 

3.  African Christian Church and Schools 

4.  African Church of the Holy Spirit 

5.  African Independent Pentecostal Church of Africa 

6.  African Inland Church 

7.  African Interior Church 

8.  African Nineveh Church 

9.  Agape Fellowship Centre 

10.  Alpha Missions Deliverance and healing 

11.  Anglican Church of Kenya 

12.  Apostolic Faith Church Kawangware 

13.  Around the Globe Deliverance Church 

14.  Baptist Convention of Kenya 

15.  Better Life Chapel 

16.  Bible Way Restoration Centre 

17.  Calvary Covenant Centre 

18.  Calvary Temple 

19.  Cathedral of Praise 

20.  St. Joseph Mukosa Church 

21.  Celebration Church Nairobi 

22.  Charisma Ministries 

23.  CHRISCO 

24.  Christ Is The Answer Ministries (CITAM) 

25.  Christian Faith Worship Centre 

26.  Church of Africa Sinai Mission 

27.  Church of God in East Africa (Kenya)  

28.  Church of God in Kenya 

29.  Church of God of Prophecy 

30.  Covenant Church 

31.  Deeper Life Christian Ministry 

32.  Deliverance Church Zimmerman 

33.  Dove Christian Fellowship 

34.  Episcopal Church of Africa 

35.  Evangelical Gospel Church 
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36.  Evangelical Lutheran Church of Kenya 

37.  Faith Revival Ministries 

38.  First Baptist Church 

39.  Fountain Grace Church  

40.  Four square Gospel Church Dandora 

41.  Four square Gospel Church Uthiru 

42.  Free Gospel Churches of Kenya Church 

43.  Free Pentecostal Fellowship in Kenya Kibera 

44.  Friends Church in Kenya 

45.  Full Glory International Centre 

46.  Full Gospel Churches of Kenya  

47.  Full Pentecostal Fellowship of Kenya Church 

48.  Good News Society Church 

49.  Good Shepherd Gospel 

50.  Gospel Celebration Centre 

51.  Gospel Evangelistic Church of Kenya 

52.  Gospel Revival Church 

53.  Grace Community International 

54.  Green Pastures Tabernacle 

55.  Harvest Centre Fellowship 

56.  Harvest International Centre Embakasi 

57.  Holy Rock Family Gospel Church 

58.  Hope International Ministries 

59.  House of Deliverance 

60.  House of Grace Church 

61.  International Pentecostal Holiness Church (IPHC) 

62.  Jesus Mountain of Joy 

63.  Jesus Refreshing Church 

64.  Jesus Winners Ministries 

65.  Kenya Assemblies of God  

66.  Kenya Evangelical Lutheran Church of Kenya 

67.  Kenya Mennonite Church 

68.  Lyahuka Church of East Africa 

69.  Mamlaka Hill Chapel 

70.  Maranatha Faith Assemblies 

71.  Methodist Church in Kenya 

72.  Miracles and Wonders Church 



190 

 

73.  National Independent Church of Africa Kasarani 

74.  Neno Evangelism 

75.  New Breed Chapel 

76.  New Life Gospel Centre 

77.  New Song Four Square 

78.  New Testament Church 

79.  Outreach Community Centre 

80.  Overcoming Faith Center Church of Kenya 

81.  PEFA Church 

82.  Pentecostal Assemblies of God 

83.  Pentecostal Evangelistic Fellowship of Africa 

84.  Presbyterian Church of East Africa 

85.  Redeemed Evangelistic Fellowship 

86.  Redeemed Gospel Church 

87.  Redeemer Ministries International 

88.  Reformed Church of East Africa 

89.  Revival Mission Church 

90.  Saints Alive 

91.  Salvation Army 

92.  Scriptural Holiness Mission 

93.  Seventh Day Adventist Church  

94.  True Vine Gospel Church 

95.  Winners Chapel International 

96.  Zion Harvest Mission 

 

Pilot Churches 

1.  Deliverance Church Dagoreti 

2.  Deliverance Church Dagoreti Market 

3.  Deliverance Church Gachie 

 


