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OPERATIONAL DEFINITION OF TERMS 

Financial controls  It is the process through which managers guarantee that 

resources are acquired and utilised effectively and efficiently 

in order to achieve the organization's goals (Nturibi, 2014). 

Financial evaluation  it is the process of determining the viability of various 

projects, budgets, businesses, and other finance-related 

subsidiaries in order to agree on their investment viability 

(Odhiambo, 2013). 

Financial monitoring  It is concerned with comparing actual expenditures to project 

budgeted prices (Mawanda, 2018). 

Financial planning  It entails examining a company's overall financial flows, 

anticipating the implications of various investments, 

financing, and dividend decisions, and weighing the effects of 

various options (Odhiambo, 2013). 

Financial sustainability  It is defined as a company's constancy in producing 

favourable results that not only cover costs but also help the 

company develop (Gofman, 2017). 
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ABSTRACT 

NGOs play an important part in Kenya's health care system, public governance, social aid 
and welfare, conservation, economic growth, and development by contributing around 
Ksh. 80 billion to the country's GDP each year. Most local NGOs in Kenya still lack a 

strong financial base, and as a result, many of them run out of money after only a few 
years. This study therefore seeks to establish the influence of financial accountability on 

financial sustainability of non‐government organizations in Nairobi County, Kenya. 
Specifically, the study sought to examine the influence of financial planning on financial 
sustainability of non‐government organizations in Nairobi County, Kenya. To establish 

the influence of financial monitoring and evaluation on financial sustainability of non-
government organizations in Nairobi county, Kenya. To assess the influence of financial 

controls on financial sustainability of non-government organization in Nairobi county, 
Kenya. This study was anchored on resource mobilization theory and resource 
dependency theory. The study adopted a descriptive survey research design. The target 

population which was the unit of analysis was NGOs in Nairobi County, Kenya. 
According to the Nairobi County 2018 report, there are 325 registered NGOs in Nairobi 

County. From the unit of analysis, the research identified the unit of observation which 
was the 989 employees from the NGOs selected. The study sample size was 285 
respondents which was picked using stratified random sampling. The questionnaire was 

the selected instrument or tool for data collection for the study. Quantitative data was 
collected and analyzed by the use of descriptive statistics, this include; percentages, 

means, standard deviations and frequencies. The information was displayed by use of bar 
charts, tables, graphs and pie charts. Partial regression was done to establish the influence 
of financial accountability on financial sustainability of non‐government organizations in 

Nairobi County, Kenya. The study found that financial planning was statistically 
significant to financial sustainability of non‐government organizations (β=0.446, 

p=0.001). The study found that financial monitoring and evaluation had a strong positive 
correlation with financial sustainability of non‐government organization (β=0.501, 
p=0.001). The study revealed that a strong positive correlation between financial controls 

and financial sustainability of non‐government organizations (β=0.459, p=0.000). The 
study recommends that the management of NGOs should work on improving financial 

planning with the aim of improving financial sustainability of the NGOs. The study also 
recommends that the management of NGOs should work on improving practices of 
financial monitoring and evaluation. This can be done by conducting frequent financial 

monitoring and evaluation activities. The study recommends that the management of 
NGOs should improve on their financial control’s practices. This can be done by using 

efficient communication systems and holding individuals in the organization accountable.  
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study  

Non-governmental organizations'(NGOs) long-term survival and effectiveness are 

dependent on their financial viability. The constancy of firms in providing good outcomes 

that not only cover costs but also stimulate firm growth is referred to as financial 

sustainability (Gofman, 2017). Financial sustainability, according to Keister (2018), is a 

company's capacity to cover annual budgets without limits. It signifies that an 

organization's income or revenue is more than its operational costs. According to Gakuu 

and Kirimi (2014), a financially sustainable companies are those with the ability of 

satisfying all of its resource and financing commitments as well as meet its goals. 

Financial sustainability is a metric used by NGOs to assess how self-sufficient they are 

and how able they are in meeting financial responsibilities and allocate resources 

effectively in order to fulfil their missions while meeting the needs of their stakeholders 

(Karanja & Karuti, 2014).  

NGOs play a critical role in delivering education, social help, health and other social 

welfare practices in third world countries like, therefore their financial viability cannot be 

overlooked (Hope, 2011). Furthermore, NGOs assist in raising public awareness about 

critical problems of concern, such as monitoring government and other institutions' 

operations for the community's benefit (Goddard & Assad, 2016). NGOs need 

transparency, accountability and integrity in order to fulfil their goals. Financial 

accountability gives NGOs legitimacy and credibility, contributes to their reputation and 

adds to their sustainability. Good financial accountability limits fraud and 

mismanagement. It also empowers beneficiaries and other stakeholders since information 

is power (Fremont-Smith, 2018). 

Concerns regarding NGOs accountability have grown during the last two decades, 

according to Jordan and Tuijl (2012). This is owing to a series of financial losses, 

whether through theft, a lack of paperwork or accountability, and the rapid influx of 

NGOs around the world. This threat has also been exacerbated by the NGOs' ambiguous 

intentions among stakeholders. NGOs, according to Weidenbaum (2009), try to hold 

various members of society accountable, such as the government and huge corporations. 
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They rarely, however, put in place governance structures or systems that allow their 

stakeholders to hold them accountable.   

Financial sustainability has also become something of a buzzword in the NGO sector 

given donor fatigue in rich nations. Economic recession all across the globe has 

dramatically influenced trends in donations, particularly from individuals, as most 

citizens in the developed economies have less disposable income to continue giving to 

non-profit organizations at the levels they had in previous years. In a survey of 800 non-

profits at the end of 2018, 75 percent of non-profits reported feeling the effects of the 

downturn, with 52 percent already experiencing cuts in funding (Renz, 2019). 

In many developed Countries like the United States of America, and Europe, NGOs have 

been playing the role of watchdog as they control the state by keeping it accountable. The 

NGOs have been able to sustain their operations based on their high levels of 

accountability and frequent engagement of their stakeholders. In Nepal, most of the 

NGOs are closing down as a result of poor financing. Most of the researchers’ blame this 

on the NGOs unaccountability. The reducing accountability of NGO owes to limited 

participation from beneficiaries, opaque decision making, misappropriation of donor 

funds, and lack of documentation. NGOs in Nepal are also accused, as long as they are 

paid by the donor agencies, they try to run their services but do not really care whether 

things improve or not (Acharya, 2019) 

In Africa, most of the NGOs have been accused of having a poor resources management 

strategy resulting in poor service delivery and financial sustainability. Even if they have 

fund they are not able to utilize it in appropriate manner. In Zimbabwe, most of the local 

Non-governmental organizations are financially unsustainable and risk closing down and 

stopping service delivery to the needy not reached by government or private sector 

programmes if external donors pull out (Maxwell, 2018). In 2017, a reports by the 

Independent Development Trust signalled that many NGOs in South Africa were in 

serious financial difficulty, and that a number had collapsed. Abdelkarim (2018) noted 

that it is only NGOs capable of building sound financial systems and attracting or 

generating steady income flows that will be able to continue to exist in the near future. 

 

In Kenya, NGOs face a slew of issues, including ineffective boards, a lack of strategic 

planning activities, poor financial accountability, inadequate recording methods, a lack of 
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appropriate policies and processes, significant staff and volunteer turnover, and reliance 

on a small sources of funds (Padilla, Staplefoote & Morganti, 2012). Kenya’s NGO 

viability is dependent on donor money (Odhiambo, 2013), emphasizing a widespread 

need for accountability. Financial sustainability is impossible for NGOs without the 

ability to generate resources, which necessitates financial accountability.  

As elaborated in this section, the prominent aspect of NGOs around the world is a lack of 

accountability (USAID, 2010) because of weak institutional frameworks and inadequate 

leadership practices and mindsets. This is evidenced by empirical data which make the 

problem more frequent in developing/emerging countries. NGOs with good 

accountability mechanisms can have consistent income flows, allowing them to meet 

organizational goals and thereby ensuring their financial viability (Karanja & Karuti, 

2014; Njoroge, 2013; Odhiambo, 2013).  

1.1.1 Financial Accountability  

For the past two decades, financial accountability within NGOs has been on the rise 

across the world (Kristin, 2014). This is primarily due to a rise in the number of money 

lost due to fraud, embezzlement, and a lack of accountability, as well as the introduction 

of more NGOs (Kristin, 2014). Furthermore, management and stakeholder confusion 

about non-governmental organizations' aims contribute to the perception of NGOs' lack 

of responsibility (Mawanda, 2018). Furthermore, because NGOs are not driven by the 

urge of making profits, most sources of funds are donors who need to see accountability 

of their funds (Jordan & Tuijl, 2012). Furthermore, donor support has been declining, 

with Bezjian, Holmstrom, and Kipley (2013) suggesting that in order to secure long-term 

donor financing, non-governmental organizations must employ proper financial 

sustainability measures.  

Viswesvaran (2016), refer to financial accountability as the requirement to provide 

information to parties both inside and outside the organization. It is the process of 

identifying, measuring and communicating economic information to permit informed and 

rational decisions to be made. Accountability refers to the final responsibility for the 

success or failures of an organization. Accountability is a key requirement of good 

governance. Not only governmental institutions but also the private sector and civil 

society organizations must be accountable to the public and to their institutional 

stakeholders. An organization or an institution is accountable to those who will be 
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affected by its decisions or actions. Since NGOs get most of their funding from donors, 

accountability for NGOs is usually to the donors, the beneficiaries, the employees and 

other stakeholders (Wells, 2019). 

According to Kamaruddin and Ramli (2018), the major aspects of financial accountability 

includes financial planning, financial monitoring and evaluation and financial control. 

Financial planning necessitates budget openness and the participation of all participants 

in the budgeting process. Stakeholders dislike lack of transparency in financial planning, 

which has an influence on NGOs' funding streams and, as a result, their financial viability 

(Odhiambo, 2013). Financial objectives, that attempt to achieve the predicted financial 

earnings are referred to as accountability, whilst monitoring and reporting try ensuring 

that the financial sector achieves transparency (Kristin, 2014).  

Lin (2017), state that financial accountability is about making sure that funds have been 

spent as agreed and according to appropriate rules and regulations. Harrison (2019) states 

that financial accountability is the operational transparency that requires demonstrating 

how donations to an NGO have been used and how effective the NGO is in achieving its 

goals. Koh and Woo (2008) contend that financial accountability is the financial honesty 

and avoidance of fraud that makes sure that money is spent and recorded as agreed and 

according to appropriate rules and that accurate reports are given to stake holders in a 

timely manner.  

Sulaiman and Alhaji (2019) assessed the financial viability of Malaysia's state 

institutions. Tuckman and Chang's method was used to analyze the financial health of 

non-profits. Using content and ratio analysis of their 2014 audited reports, the study 

analysed four components which include the equity balance, revenue concentration, 

administrative costs, and operating margin ratios of seven institutions were determined. 

Across all four components, just one waqf institution was judged to be financially 

sustainable according to the findings. Chelangat (2018) investigated the role of 

accountability in the public sector's financial sustainability. The findings revealed that 

accountability has a substantial and favorable impact on an organization's long-term 

viability. Munayo (2018) investigated the relationship between financial sustainability in 

the public sector and budget management, value management, financial controls, 

governance, and accountability. It was concluded that strengthening the stated financial 

management practices was likely to lead to improved financial sustainability. Financial 
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sustainability was favorably and statistically associated with financial controls, value 

management, governance, and accountability. 

Internal pressure from important stakeholders seeking capital maximization, as well as 

external pressure from regulatory bodies such as the NGO coordination board, may drive 

financial accountability of NGOs in Kenya. In 2016, the board deregistered 

approximately 1,252 of Kenya's 4,000 non-governmental organizations (NGOs) that had 

breached the terms and conditions of their registration certificates. In addition to the 

responsibility standards expected by regulatory authorities and external stakeholders, 

NGOs must create internal accountability systems (Odhiambo, 2013). 

1.1.2 Financial Sustainability  

According to Johnson and Scholes, (2007) sustainability refer to a measure of the ability 

of an organization to fulfil its objectives and meet the stakeholders’ requirements. It 

entails the ability of firm to effectively grow, develop and function effectively for a long 

period of time. For organizations to be financial sustainable, proper strategies which 

cover foundations, fundraising and advocacy are required (Dorothy, 2017). Sustainability 

in organizations is categorised into three main groups including financial sustainability, 

organization sustainability and sustainability in service provision (Johnson & Scholes, 

2007).  

In NGOs, financial sustainability measures their self-sufficiency and ability to 

accomplish the financial obligations and resource utilization in fulfilling its missions 

while serving the stakeholders’ needs (Karanja & Karuti, 2014). This is promoted from 

both a broad base and interdisciplinary approach in ensuring that the firm remains 

relevant and current spending does not hinder future generations spending (Pearce & 

Robinson, 2003). For the NGOs to remain sustainable, sound financial management, 

reliable financial sources and financial accountability are essential to facilitate increased 

cash inflows, projections and market developments (Nturibi, 2004). 

A long-term NGO is one that can fulfil its goal while also meeting the demands of its 

major stakeholders, notably its beneficiaries and supporters. As a result, rather than being 

a goal in itself, sustainability should be viewed as a continuous process. It is a process in 

which diverse strategic, organizational, programmatic, social, and financial aspects 

interact (Williams, 2015). Financial sustainability, on the other hand, is critical for all 

sorts of NGOs and civil society organizations' long-term existence and effectiveness. The 
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problem is figuring out how to reach such levels of financial stability (Saungweme, 

2014). According to (Aipinge, 2015), the more diverse a company's funding sources are, 

the more financially self-sufficient and long-term it is. In other words, an NGO's capacity 

to diversify revenue and acquire fresh sources is critical to its long-term financial 

viability. 

Due to financial difficulties, major non-governmental organizations throughout the world 

have dissolved. Childhood Development & Aid (CDA), a prominent British NGO, was 

forced to close its doors in 2002 owing to inept financial management. For five years, the 

organization relied on limited grants since its general reserves were negative (Williams, 

2015). Academy for Educational Development (AED), another American NGO, has 

closed its doors. In 2010, the NGO ran into financial difficulties after USAID withdrew 

its financing due to business malfeasance, misuse of finances, and a lack of internal 

controls (Hedgpeth & Boak, 2011). According to Alymkulova and Seipulnik (2015), 

NGOs in Central Asia are unable to continue and fund their operations. They attribute the 

NGOs' financial insolvency to decreasing donor financing, reduced regional allocations, 

donor concentration on new markets, and reduced amounts for social programming. 

According to Muriithi (2014), 72 percent of African NGOs are unsustainable owing to 

their overdependence on foreign donors as their sole source of income. In their study on 

the financial sustainability of NGOs, Okorley and Nkrumah (2012) discovered that 26% 

of NGOs in Ghana were not financially viable. The lack of money was discovered to be 

the most significant issue affecting the viability of NGOs. 

To allow increasing cash inflows, forecasts, and market developments, NGOs must have 

solid financial management, trustworthy financial sources, and financial accountability 

(Nturibi, 2014). The firm's financial condition and strength have been connected to the 

organization's financial sustainability. When a company does not achieve sustainability, it 

will be unable to attract new contributors or generate more income (Anthony & Young, 

2013). Liquidity, net income, profitability, funding diversity, and the firm's solvency are 

all factors that may be used to determine financial sustainability (Karanja & Karuti, 

2014).  

1.1.3 Non-Government Organizations in Kenya 

The role of NGOs in Kenya is crucial towards development in a number of areas, such 

as health, politics, economy, agriculture and development of culture. In a country, NGOs 
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play a critical role in both public and commercial development. They have various 

benefits in this regard, including exempt to corporate tax, and exemption to VAT on a 

broad range of goods and services (Karanja & Karuti, 2014). As a result of their 

participation in reforms, NGOs are seen as essential actors in advocacy, contributing to 

the creation of broad policy debates and even the improvement of people's health. 

Kenya’s NGOs on the other hand, are blamed of having strained relationships with 

Kenyan residents, owing to political, historical, and cultural issues (Ebrahim & Kasturi, 

2010). 

With funders abandoning their projects and initiatives, foreign engagement in NGOs and 

donor funding has decreased dramatically over the years. This has also resulted in a shift 

towards more humanitarian oriented relief and recovery of the funds donated. This has 

affected the operations of NGOs in Kenya where they have to be accountable for them to 

access more funds. The withdrawal of donor funding has led to their reduced activities as 

a result of financial unsustainability which is the most crucial factor for sustaining 

operation of NGOs (Karanja & Karuti, 2014).  

1.2 Statement of the Problem  

In Kenya, non-governmental organizations (NGOs) perform an important role 

in delivering health, promoting governance and growing and developing the economy, 

providing roughly Ksh. 80 billion to the Kenyan economy each year (NGO Coordination 

Board, 2017). For NGOs to be stable and expand, they must have a strong financial 

foundation (OECD, 2011). When donor money ceases, however, most NGOs close their 

doors (Kerine, 2015).  

Financial accountability has thus been ascendant among NGOs, with demands from 

funders, taxpayers, and clients for non-profits to be more transparent about their 

fundraising and spending, how they are governed, and utilization of resources (Ebrahim 

& Kasturi, 2017) Specifically, NGOs are facing growing scrutiny from regulators and 

donors to better account for the impact and integrity of their activities as they are seen to 

influence politics and financing political activities (OECD, 2016). Therefore, lack of 

accountability is likely to have more negative effect on financial sustainability of the 

public governance NGOs compared to organizations offering basic services.  

There has been an increase in the number of NGOS registered in Kenya in the recent past. 

However, despite the benefits accrued from the NGOs, most of them have not been 
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financially sustainable with only 10% of the NGOs achieving the desired financial 

sustainability levels (Nuka, 2010). Further, seventy percent of the NGOs collapse before 

six years of operation. This problem is accrued to inadequate funds to finance their 

operations and poor levels of financial accountability (NGO Council, 2016).  

The effect of financial accountability on the financial sustainability of NGOs in Kenya 

has not been fully addressed in empirical studies. Omeri (2015) analysed the factors 

influencing financial sustainability of NGOs in Nakuru County. The study established 

that financial sustainability could be achieved through diversification on sources of funds, 

competence of personnel managing the NGOs projects and having a strategic financial 

plans to guide the institution. Karanja and Karuti (2014) found out that funding in NGOs 

is a challenge and this has led many projects to end an abruptly and therefore the NGOs 

need to focus on more sources of funding their projects and partnering with more donors 

rather than concentrating on a single donor. Likewise, Abongó and Ombaba (2018) study 

discovered that good management of finances is crucial for communities that are funded 

by donors in order to be financially sustainable. Murithi (2014) study discovered that, 

despite the fact that NGOs had reporting systems that enable accountability and 

transparency, sustainability levels remained low.  

 

From the above studies, knowledge on financial sustainability has been critically assessed 

but a very fundamental aspect of financial accountability is lacking. Very few studies 

have been able to show the nexus between financial accountability and financial 

sustainability of NGOs. As a result, the problem of NGO financial sustainability in 

connection to financial accountability has yet to be thoroughly investigated, resulting in a 

research vacuum. Based on this knowledge gap, this study sought to establish the 

influence of financial accountability on financial sustainability of non-government 

organizations in Nairobi County, Kenya. 

1.3 Objective of the Study  

1.3.1 General Objective  

The general objective of the study was to establish the influence of financial 

accountability on financial sustainability of non‐government organizations in Nairobi 

County, Kenya 
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1.3.2 Specific Objective  

The study was guided by the following specific objectives 

i. To establish the influence of financial planning on the financial sustainability of 

non‐government organization in Nairobi county, Kenya 

ii. To establish the influence of financial monitoring and evaluation on the financial 

sustainability of non‐government organization in Nairobi county, Kenya 

iii. To establish the influence of financial controls on the financial sustainability of 

non‐government organization in Nairobi county, Kenya 

1.4 Research Questions 

The study sought to answer the following research questions 

i. Does financial planning influence the financial sustainability of non‐government 

organization in Nairobi county, Kenya 

ii. Does financial monitoring and evaluation influence the financial sustainability of 

non‐government organization in Nairobi county, Kenya 

iii. Does financial controls influence the financial sustainability of non‐government 

organization in Nairobi county, Kenya 

1.5 Significance of the Study 

1.5.1 Managers of NGOs 

It is expected that the study will be useful to the management of non-profit organizations, 

as they can provide information on financial viability and whether accountability 

procedures are strengthened. From the assessment on the previous literature, managers 

have disregarded financial accountability as one of the key determinant of financial 

sustainability. The data might be therefore critical for NGO leaders and shareholders who 

want to enhance their organizations' financial sustainability by implementing best 

financial accountability practices.  

1.5.2 Donor Community 

The study might be useful to the donor community in determining if the NGOs they 

sponsor would be more financially viable if financial accountability procedures were 

strengthened. Further donor communities might use this study to come up with financial 
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accountability frameworks which can be used by the NGOs. The study would help NGO 

authorities since it would provide information on NGOs' financial practices and long-term 

viability.  

1.5.3 Policy Makers 

The study findings may be important to policy makers, as they may be able to recognize 

the significance of financial accountability in ensuring long-term financial viability 

NGOs. Hence, they would be able to come up with strategies and policies that may 

improve accountability of the NGOs, hence ensuring their sustainability. 

1.5.4 Scholars 

Scholars may find the study useful since it adds to information in accountability and 

financial viability of NGOs'. Because this link hasn't been extensively examined in the 

literature, the study may throw additional light on it and serve as a foundation for future 

studies. As a result, the findings may stimulate more study, thereby contributing to the 

current hypothesis. 

1.6 Scope of the Study  

This study sought to establish the influence of financial accountability on financial 

sustainability of non‐government organizations in Nairobi County, Kenya. Specifically, 

the study sought to determine the influence of financial accountability (financial 

planning, financial monitoring and evaluation and financial controls) on financial 

sustainability of non‐government organization in Nairobi County, Kenya. The study was 

conducted in Nairobi County as it is the head quarter of most of Non-Governmental 

organizations in Kenya. The study targeted 325 non-governmental organizations within 

Nairobi Country. The targeted NGOs are registered and operate in Nairobi County. The 

target population was 989 senior managers and heads of finance and accounting. These 

employees were targeted because they handle the organizations finances. For instance, 

they are involved in making of budgets and allocating funds for the different activities in 

the organization. Hence, they were able to provide information for this study. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction  

This chapter focused on literature review on the influence of financial accountability on 

financial sustainability of non‐government organizations in Nairobi County, Kenya.  The 

theoretical review, empirical review, research gaps, and conceptual framework were all 

covered. Theoretical analysis discussed resource mobilization theory and resource 

dependency theory. The empirical review discussed studies done on accountability, 

financial planning, financial monitoring and financial controls. The gaps the study sought 

to fill are identified in the research gaps. The conceptual framework showed the 

relationship between the study variables. 

2.2 Theoretical Framework  

The goal of this study was to determine the impact of financial accountability on the 

financial sustainability of nongovernmental organizations in Nairobi County, Kenya. It 

was based on resource mobilization theory and resource dependence theory. 

2.2.1 Resource Mobilization Theory  

In the 1970s, resource mobilization theory was popularized by McCarthy and Zald, two 

resource mobilization theorists (1977). Both prosperity and affluence, according to this 

idea, impact societal activity. As a result, a successful organization is able to create 

resources that allow for resource mobilization (McCarthy & Zald, 1977). According to 

the idea, organizations do not appear out of nowhere, but rather require resource 

mobilization in order to flourish. Resource mobilization includes the establishment of 

groups, alliances, or businesses with the goal of achieving common goals (Lin et al., 

2003).  The theory emphasizes an organization's capacity to mobilize and acquire 

resources, as well as a person's ability to achieve the goals of the organization (Tam & 

Kiang, 2012). The finances that are required for financial sustainability to be maintained 

and enhanced in NGOs are the most important resources that must be properly mobilized.  

According to Leslie (2018), the assumptions of the resource mobilization theory may be 

summarised in to costs, mobilization of resources, the organisation or state or society 

suppressed or repressed and the movement outcomes. First, the participants weigh the 

costs and benefit of participating in collective actions, Second, mobilisation of resources 
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may take place within or outside the aggrieved group, Third, organisation and 

mobilisation of resources is very important for the success of the collective action, 

Fourth, the costs of participating in collective actions are related to the society or the state 

and Fifth, no direct correspondents between the degree of mobilisation and movement 

success.  

Critic’s points out that resource mobilization theory fails to explain social movement 

communities which are part of a large network of individuals and providing them with 

various service. A few empirical studies provide evidence for these theoretical 

contentions. For example, a study of social movement organizations in the U.S. by 

McCarthy, Britt, and Wolfson (2016), illustrates how institutionalized regulatory rules 

and resource dependence encourage social movement organizations formalization. They 

show how social movement organizations dependence on Internal Revenue Service (IRS) 

regulations regarding tax-exempt status for non-profit organizations channels toward 

moderate goals and tactics. To get tax-exempt status, and the legitimacy it confers, social 

movement organizations cannot participate in partisan campaign activities or many other 

forms of political activity. Social movement organizations need the non-profit status not 

only to obtain tax exemptions, but to get discounts from other federal institutions, such as 

the Unites States Postal Service, and to meet the eligibility requirements of largest 

funding institutions (Bhattarai, 2010).  

The study's theoretical consequence is that the financial viability of NGOs is dependent 

on their capacity to mobilize resources. However, as donor concerns have increased 

regarding resource mobilization, sustainable resource mobilization is no longer possible; 

this necessitates financial accountability. If funds are raised from a large number of 

contributors who each donate a small amount, they may not be worried about financial 

accountability. The idea proposes that the efficacy of resource mobilization and use is the 

most important predictor of financial sustainability in NGOs. As a result, this theory 

addressed the impact of financial accountability on nongovernmental organizations' 

financial sustainability in Nairobi County, Kenya. 

The theory also assists in the better understanding of the need of acquiring resources both 

financial and non-financial and also need of coming up with ways of reducing 

expenditure of financial resources such financial planning and monitoring in the 

organization in order to enhance sustainability of NGOs. This theory supported the 

general objective, the first and the second objective of the study. 
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2.2.2 Resource Dependency Theory  

Pfeffer and Salancik developed the resource dependence hypothesis (1978). According to 

Resource Dependence Theory (RDT), organizations are resource-insufficient and must 

seek and maintain resources from outside sources. External actors, according to Pfeffer 

and Salancik (1978), impose pressure on the organization's resources. These actors see 

specific benefits in their interactions with the organization and wield power through 

resource control. The more the reliance on external resources, the greater the influence of 

the needs of specific individuals managing these resources. The organization's task is to 

handle incompatible and competing requests proactively and effectively.  

Local NGOs are more reliant on outside funders (donors), experience financing 

insecurity, and have to deal with fluctuating needs (Moore, 2010). As a result, 

organizational conduct (financial accountability) reflects the NGO's management of its 

reliance on an external resource, as well as the needs of a donor in charge of those 

resources. The extent of resource reliance typically affects an NGO's financial 

accountability, which has an impact on the financial well-being of the organization (Scott, 

2004). Failure of an organization in satisfying the requirements of its funders can result in 

funders withholding financing, putting the NGO in financial jeopardy. Due to the 

insecurity of financial flows from donors, who want accountability in order to support 

NGOs' programs, the NGO may be unable to fund the projects. 

According to Muhammad (2016), resource dependency theory is based on two 

assumptions in an effort to bring into light the ways of integrating the organizational 

resources to enhance sustainability. First, the theory assumes that organizations in a given 

environment are unrelated in the sense that their resources defer and the way that they 

integrate those resources is also different. Secondly, the theory assumes that due to 

immobility of some of the resources that make the strategies of an organisation 

environment differ, the heterogeneity of the firms may persist for a long period of time. 

One criticism of this theory is that it has been found to focus on the intangible assets or 

resources of the organization more than the tangible resources. In this context, skills, 

capabilities and information of the organization have been found to be the most available 

unique resources for every organization (Huang, 2016). The uniqueness of the resource is 
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determined by how much the organization is able to make use of the available resources 

without exposure of its systems and procedures to the competitors (Heinemann, 2017).  

In their study, Prasad, Zakaria, and Altay, (2016) studied role of financial accountability 

on NGOs Sustainability in India. It was noted that resource providers have the necessary 

power to pressure non-governmental organizations (NGOs) to adopt financial 

accountability and to specify the expected outcomes. NGOs’ resource dependence on 

governments and donor agencies could lead to widespread adoption of financial 

accountability, revolutionizing how NGOs deliver humanitarian services and thus 

enhancing outcomes. 

In relation to the study, NGOs financial sustainability depends on the acquisition of 

external resources. However, the NGOs need to be accountable for the resources they 

acquire. This implies NGOs dependence on donor resources would determine financial 

accountability which further affects the financial sustainability of the NGOs. The study 

used resource dependency theory to determine the impact of financial accountability on 

nongovernmental organizations' financial viability in Nairobi County, Kenya. 

2.3 Empirical Review 

In general, an empirical review establishes the present state of knowledge on the issue 

under investigation. The researcher offered published data, quotations, and summaries 

from papers in the empirical review to demonstrate the current level of knowledge, as 

well as a description of the author's original work and analysis. 

2.3.1 Accountability and Sustainability in NGOs 

In Ghana, Agyemang et al. (2009) investigated the link between accountability of NGOs 

and service delivery. It was discovered that effective NGOs have implemented functional 

accountability strategies such as incorporating more stakeholders, financial monitoring 

and communicating effectively with the public. Any accountability methods that did not 

provide the desired results were abandoned by the NGOs. This research is comparable to 

Unerman and O'Dwyer (2010), who investigated NGO accountability and sustainability 

concerns in a changing context globally; combination of slowing economy and global 

warming.  The study revealed variations in practice with regard to the substantive 

implementation of key downward accountability mechanisms. The challenges to 

substantive implementation had arisen due to insufficient attention to oversight of 
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downward accountability within locally-based partners. There are disparities in the 

findings because the study by Agyemang focus was in Ghana while the study by 

Unerman and O'Dwyer (2010) covered the global environment. It is beneficial to 

understand NGOs accountability in a specific nation and also globally. The differences 

can be identified and hence a solution can be sought. Further, the only variable that is 

related to the current study is financial monitoring and evaluation since its addressed by 

both studies. Other two variables were never a part of the two researchers therefore 

leaving a conceptual gap. 

In Kisumu County, the accountability of donor financing by non-governmental groups 

was investigated by Odhiambo (2013). According to the findings, donor financing is 

found to be expected to keep a basic record of their finances, including a comprehensive 

statement on income, financial state and cash flow. It was also evident that engagement of 

community members by NGOs lacks supervision and level of contentment by employees 

with payment benefits wasn’t established. This study to a larger extent is related to the 

current study though it was limited to NGOs operating in Kisumu County. The other gap 

established in this study was the failure to establish the extent to which accountability 

influenced sustainability. 

This research is comparable to that of Mbugua (2013), who investigated the impact of 

financial accountability on nonprofit organization performance in Kenya. According to 

the study, NGOs that used financial standards to ensure financial accountability in their 

organizations received more donor support, which led to greater performance. The study 

also discovered a link between NGOs' financial performance and their financial 

accountability in Kenya. Odhiambo study is about accountability of donor funding by 

NGOs while Mbugua study is about how financial accountability affects NGOs 

performance. Further, none of the two studies addressed the accountability issue which 

was addressed by current study. However, the studies provide an understanding of 

accountability in NGOs. 

Gitonga (2018) studied the aspects that influence NGO’s sustainability in Nairobi. This 

study established that human resource involvement of the community and development of 

funds all had a beneficial impact on NGOs' long-term viability, according to the research. 

The study capitalised on human resource involvement which is an aspect of stakeholder’s 

engagement. This study therefore failed to show how financial accountability affected 

sustainability. This study, like Karanja and Karuti (2014), aimed to determine the aspects 
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that influence the financial wellness of NGOs in Kenya with specific focus of Isiolo 

County. The study adopted descriptive design. The study discovered that NGO financing 

was difficult to come by, posing a threat to their financial viability. The study determined 

that obtaining money for non-profits is difficult, and that government laws obstruct the 

smooth operation of non-profits.  The findings of the study differed because the study by 

Gitonga aimed to find out how HR, involvement of the community, and fund 

development affect the long-term viability of non-profits while Karanja and Karuti study 

sought to find out how funding affect NGO sustainability. Further, though the studies 

focused on sustainability of NGOs they did not mention the issues of accountability in 

NGOs. The studies provide an understanding on factors affecting NGO’s sustainability. 

In Nairobi, Kenya, Mukanga (2011) conducted research on international NGOs' 

sustainability practices. International non-governmental organizations use a variety of 

tactics to stay afloat, according to the report. Building stronger ties between the public 

and private sectors, well defined rules and procedures, having a strong management team, 

and participating in strategic management were shown to be the most often employed 

tactics. This study did not investigate any accountability aspect as spelt out by the current 

study. Further, the primary area of focus was only the international NGOs disregarding 

the local NGOs which are facing more sustainability challenges. This study differs from 

that of Gitonga (2018) since it focused on sustainability strategies adopted in NGOs. 

However, the study did not discuss the accountability of the NGOs. 

2.3.2 Financial Planning and Financial Sustainability in NGOs 

Financial planning, whether on paper or on a computer, is a vital tool. Organizations can 

use financial plans to define all of the key actions necessary to meet their financial goals. 

Financial plans make it possible to identify the person who is accountable for ensuring 

that the objectives are met effectively and on schedule. Budgeting, setting overhead 

ceilings and financial reporting are all part of financial planning (Hassan & Forhad, 

2013).  

Juma (2012) used a descriptive study methodology to investigate the determinants 

impacting the how sustainable projects funded by donors are in Bungoma County, in 

acknowledgment of the significance of planning and maintaining sustainability of 

finances. When auditing was done quarterly, the study discovered that the project finance 

system had a significant impact on project sustainability. The study also established that 
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budgeting eased the running of the projects since the projects the had to be implemented 

no the defined scopes. The gaps from this study emanates from its geographical 

restrictions and failure to factor other financial planning aspects such as monitoring 

financial controls which are now addressed by the current study. 

Divecha (2014) looked at the impact financial strategies had on sustainability of NGOs. 

According to the results, income diversification strategy, strategic partnership, strategic 

financial management and participation of NGOs in income generating activities 

accessing foreign income sources, fundraising and plans on development, and corporate 

donor sourcing were all suggested as ways to help NGO's improve their financial 

viability. The findings of the studies are different since Juma’s used project finance 

system to measure NGOs sustainability while Divecha used diversification strategy, 

strategic partnership, strategic management of finances measuring NGOs sustainability. 

However, the studies provided information on financial planning in NGOs.   

Juma (2012) and Divecha (2014) studies also relate to Wachira (2018) research on 

financial sustainability determinants of government owned entities in Kenya. The study 

results indicated that, financial resource utilization, working capital management, 

financial investments and financial risk management had significant positive influence on 

financial sustainability. The gap exhibited by Wachira (2018) is on its area of study. 

NGOs operations and sources of finances are totally different from government owned 

entities and therefore the findings cannot be generalised to other NGOs. 

Obo (2009) used a descriptive study approach to investigate microfinance sustainability 

in Ethiopia. The study discovered that the purpose and vision of microfinance 

organizations did not adequately articulate the requirement for sustainability. Strategic 

plans, on the other hand, pointed to independent sustainability of MFI, implying the 

organizations may be self-sustaining if they have the proper structures. With the 

exemption of MFIs owned by the government, it was evident that Ethiopian MFIs are not 

operationally or financially self-sufficient. The regulatory environment should be made 

more flexible, and MFI mergers should be encouraged, according to the 

recommendations. This study was confined to the financial sector and only addressed 

strategic positioning elements such as purpose, vision, strategic planning and structuring, 

failing to factor in financial planning therefore leaving a conceptual gap. 
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In contrast, Ayom (2013) investigated internal factors that influence performance of 

NGOs in South Sudan. Descriptive design was adopted and health performance 

management depending on NGO’s internal control. The payment processes used by 

Management Sciences for Health were discovered in the study. It had a good reaction, 

with the majority of people agreeing that it worked effectively and enhanced efficient 

financial reporting. This study only concentrated on the NGOs dealing with health issues, 

disregarding other NGOs in different sectors. Further, the dependent variable was 

performance which is different from sustainability. Lastly, the study was carried out in 

Southern Sudan which its political environment is different from the Kenyan case. 

2.3.3 Financial Monitoring and Evaluation and Financial Sustainability in NGOs 

Mosago (2013) investigated effect of monitoring finances on performance of non-

governmental organizations in Kenya, where a multiple regressions analysis was 

employed. The result showed that financial monitoring positively contributes to INGOs’ 

programme performance. This study focussed on only the international NGOs and 

therefore the status of local NGOs not established. Further performance was measured as 

the dependent variable which is different from sustainability, the current study dependent 

variable. 

 In Nairobi County, Kenya, Chelangat (2018) investigated the effect of financial 

monitoring on financial sustainability of public governance non-governmental 

organizations. The study used a descriptive research methodology, systematic sampling 

technique, multiple regression model, with regulatory framework as a moderating 

variable. Effective internal auditing, financial monitoring, and effective presentation of 

the financial reports were proven to have a good and substantial influence on public 

governance NGO financial sustainability. The study provided the financial monitoring 

activities in NGOs. However, the study findings possibly differed with the current study 

because the study was conducted in different contexts and covered different concepts. 

Kamwana and Muturi (2014) investigated effects of managing finances on world bank’s 

funded projects success. Case study of KPLC. The study used a descriptive research 

approach to collect data from 500 KPLC workers using questionnaires. With a coefficient 

of determination of 0.89, it was evident that financial plans, monitoring, assessing and 

controlling all played a role in influencing performance. This is in line with Ernest 

(2012), who investigated the organizational variables that affect the viability of local 
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NGOs in Ghana and came to the same conclusion. The studies clearly explained the 

effects of financial management on performance. However, none addressed sustainability 

as the study dependent variable. Infact Kamwana and Muturi (2014) study KPLC as the 

case study which is the Kenyas Main electricity distributor. 

NGO accountability and long-term development were investigated by Owolabi (2010). It 

was revealed that the NGOs under examination were largely answerable to their owners 

or other stakeholders with economic clout and that they performed frequent monitoring 

and review of fund applications. The stakeholders on whom the organizations have an 

influence receive little attention in terms of responsibility. While Kakumani and 

Prabhakar (2014) discovered monitoring and assessment methods increased donor 

confidence, impacting the amount of funding accessible to businesses. This study relates 

to that of Kamwana and Muturi (2014) who used monitoring and evaluation to determine 

financial accountability. These studies provided information on financial monitoring and 

evaluation but not in NGOs. 

2.3.4 Financial Controls and Financial Sustainability in NGOs 

Wakiriba, Ngahu and Wagoki (2015) conducted research in national government agencies 

from Nyandarua County. They focused on the influence of financial controls and 

management in Kenya's public sector. The study focused on 30 respondents 

from Mirangine Sub County and utilized a descriptive method. According to the findings, 

the internal controls of the public sector under investigation was effective with clear 

responsibilities, monitoring, and managerial commitment. However, because the internal 

audit role has not been expanded to other departments, there are flaws in the application 

of financial controls.  

This research is related to Owizy (2016), who evaluated the efficacy of internal control in 

government ministries using the Benue State Ministry of Finance as the case study. 

According to the findings of the study, the Benue State Ministry of Finance prepares 

yearly budgets on time and maintains appropriate spending tracking to avoid financial 

irresponsibility. As a result, the ministry of finance was advised to closely adhere to the 

regulations with the aim of guaranteeing there is budgetary slack. The studies focused on 

financial control in the public sector. The studies differ because one focused on Kenyan 

public sector while the other focused on Nigerian public sector. 
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Mbuva (2014) investigated the variables impacting the financial viability of SMEs in 

Machakos County. It was discovered that the availability of government loans, financial 

innovation, capital structure, and financial management had an impact on sustainability of 

finances by the SMEs. In terms of government loan accessibility, the study found that 

women entrepreneurs had a favorable opinion about government loan rules, procedures, 

and payback conditions. In their study on NGOs financial sustainability, Padilla et al. 

(2015) discovered that efficient management was critical in ensuring that company 

practices ate transparent, efficient, accountable as they help the company accomplish its 

goals. The research shed light on the topic of financial viability. However, one research 

looked at financial sustainability in small businesses, while the other looked at financial 

sustainability in non-profit organizations.  

Lambert (2015) examined the influence of non-governmental groups in Ghana that 

support girls' education. NGOs were competing for private aids, funding from 

foundations and government subsidies, according to the survey. They struggled to get 

money for the projects they wanted to finish on a regular basis. As a sector, NGOs have 

traditionally relied on a steady stream of fresh donations, which as long as NGOs have 

enough contributors is manageable. The financial controls that need be implemented to 

increase accountability in NGOs were not included in this study.  

2.4 Research Gaps   

Author Title Methodology Findings Gaps 

Financial 

Planning 

    

Divecha 

(2014) 

Impact of 

financial 
strategies on 
sustainability 

of NGOs 

Descriptive 

Survey 

Financial 

diversification helped 
NGO's improve their 
financial viability 

The study failed to 

provide information on 
financial planning in 
NGOs.   

Obo (2009) Microfinance 
sustainability 

in Ethiopia. 

Descriptive 
study 

Ethiopian MFIs are 
not operationally or 

financially self-
sufficient 

This study was 
confined to the 

financial sector and 
only addressed 
strategic positioning 

elements such as 
purpose, vision, 

strategic planning and 
structuring, failing to 
factor in financial 

planning therefore 
leaving a conceptual 
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gap. 

Ayom 

(2013) 

Internal 

factors that 
influence 

performance 
of NGOs in 
South Sudan 

Descriptive 

design 

Payment processes, 

enhanced efficient 
financial reporting 

This study only 

concentrated on the 
NGOs dealing with 

health issues, 
disregarding other 
NGOs in different 

sectors. Further, the 
dependent variable 

was performance 
which is different from 
sustainability.  

Wachira 

(2018) 

Financial 

sustainability 
determinants 

of 
government 
owned 

entities in 
Kenya 

Descriptive 

Survey 

Financial resource 

utilization, working 
capital had significant 

positive influence on 
financial 
sustainability 

NGOs operations and 

sources of finances are 
totally different from 

government owned 
entities and therefore 
the findings cannot be 

generalized to other 
NGOs. 

Juma 

(2012) 

Determinants 

impacting the 
how 
sustainable 

projects 
funded by 

donors are in 
Bungoma 
County 

Descriptive 

study 

Project finance 

system had a 
significant impact on 
project sustainability 

Geographical 

restrictions and failure 
to factor other 
financial planning 

aspects such as 
monitoring financial 

controls which are now 
addressed by the 
current study. 

Financial 

Monitorin

g and 

Evaluation 

    Mosago 
(2013) 

Effect of 
monitoring 

finances on 
performance 
of non-

governmenta
l 

organizations 
in Kenya 

Descriptive 
Survey: 

multiple 
regression 

Financial monitoring 
positively contributes 

to INGOs’ 
programme 
performance 

This study focussed on 
only the international 

NGOs and therefore 
the status of local 
NGOs not established.. 

Chelangat 
(2018) 

Effect of 
financial 

monitoring 
on financial 

sustainability 
of public 
governance 

non-

Descriptive 
research 

methodology 

Effective internal 
auditing, financial 

monitoring, and 
presentation 

influenced 
governance of NGO  

The study was 
conducted in different 

contexts and covered 
different concepts. 
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governmenta
l 
organizations 

Kamwana 
and Muturi 
(2014) 

Effects of 
managing 
finances on 

world bank’s 
funded 

projects 
success. Case 
study of 

KPLC 

Descriptive 
research 
approach 

Financial plans, 
monitoring, assessing 
and controlling all 

played a role in 
influencing 

performance 

The study failed to 
address sustainability 
as the study dependent 

variable. Further 
KPLC is not an NGO 

but the Kenyas Main 
electricity distributor. 

Financial 

Controls 

    Lambert 

(2015) 

Influence of 

non-
governmenta
l groups in 

Ghana that 
support girls' 

education 

Descriptive 

Survey 

NGOs were 

competing for private 
aids, funding from 
foundations and 

government 
subsidies, according 

to the survey 

The financial controls 

that need be 
implemented to 
increase accountability 

in NGOs were not 
included in this study. 

Owizy 
(2016 

The efficacy 
of internal 
control in 

government 
ministries 

using the 
Benue State 
Ministry of 

Finance  

Descriptive 
design 

Benue State Ministry 
of Finance prepares 
yearly budgets on 

time and maintains 
appropriate spending 

tracking to avoid 
financial 
irresponsibility. 

The studies differ 
because one focused 
on Kenyan public 

sector while the other 
focused on Nigerian 

public sector 

Wakiriba, 
Ngahu and 

Wagoki 
(2015) 

The influenc
e of financial 

controls and 
management 

in Kenya's 
public sector 

Descriptive 
Survey 

Internal controls were 
effective with clear 

responsibilities, 
monitoring, and 

managerial 
commitment 

The internal audit role 
has not been expanded 

to other departments, 
therefore there are 

flaws in the application 
of financial controls. 

Mbuva 
(2014) 

Variables 
impacting the 

financial 
viability of 

SMEs in 
Machakos 
County 

Descriptive 
Survey 

Availability of 
government loans, 

financial innovation, 
capital structure, and 

financial 
management had an 
impact on 

sustainability of 
finances by the SMEs 

This study analysed 
SMEs which are profit 

making organisations 
and by an large 

different from NGOs 

2.5 Conceptual Framework  

The relationship between different variables in a study is shown through a conceptual 

framework. The conceptual framework in this study helped to clarify the independent and 
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dependent variables. Financial planning, financial monitoring and assessment, and 

financial controls were the independent factors. Financial sustainability of NGOs in 

Nairobi County, Kenya was the dependent variable.  

Independent Variables       Dependent Variable 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.1: Conceptual Framework 

Financial Planning 
Budgeting  

-Spending alignment 
-Surplus fund 
Overheads ceiling  

-Outsourcing of activities 
-Spending reduction 

Financial reporting  

-Investment decisions 
-Utilization of resources 

-Financial decisions 

 

Financial Monitoring and 

Evaluation 

Internal Audit  

-Proper funds utilization 

-Assurance on internal controls 
Monitoring of funds  

-Enforcing accountability 

-Goals achievement 
Financial statements preparation 

-Determining funds spent 
-Decision making  
-Donor Trust 

Financial Control 

Communication of variances  

-Financial discipline 

-Activities coordination 
Budget approval  

-Supervision of inflow and outflow 

-Optimal utilization 
Budget Audit  

-Fraud detection 
-Mistakes identifying 
-Reliable financial reporting 

 

Financial Sustainability  

 Deficit/Surplus of income 
over expenditure  

 Diversification in funding  

 Cost structure i.e. 

administrative cost  
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2.6 Operationalization of Variables 

Table 2.1: Operationalization of Variables 

Objectives  Variable   Measurement 

scales 

 Sources  

Dependent 

variable 

   

Financial 

Sustainability  
 

 Deficit/Surplus of 

income over 
expenditure  

 Diversification in 

funding  

 Cost structure i.e. 

administrative 
cost  

Ordinal Mukanga (2011) in 

international NGOs in 
Kenya (diversification) 
; Gitonga (2018) in NGOs 

(surplus of income/cost 
structure) 

Independent 

variables 

   

Financial 

Planning  
 Budget control  

 Ceilings on 

overheads  

 Financial 

reporting  

Ordinal Ayom (2013) NGOs in 
South Sudan (Budgeting, 
financial reports); Juma 

(2012) development 
projects in Bungoma 

County (overheads) 
Financial 

Monitoring and 

Evaluation  

  

 Internal Audit  

 Monitoring of 

funds  

 Financial 

statements 
preparation 

Ordinal Ernest (2012) NGOs in 
Ghana (financial reports 

preparation); Kakumani and 
Prabhakar (2014) 

government corporations 
(monitoring and internal 
audit 

Financial 

Control  

 

 Communication 
of variances  

 Budget approval  

 Budget Audit 

Ordinal Lambert (2015) NGOs in 
Ghana (communication 

variance); Owizy (2016) 
government ministries 
(budget approval and audit) 

Source: Researcher (2021) 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

The methodology approach for the study was described in this chapter, which highlighted 

the research design, target population, sampling strategy, data collecting tools, and data 

analysis and presentation. 

3.2 Research Philosophy 

Research refers to the process of discovering knowledge as well as understanding and 

turning it into knowledge that is acceptable in a particular discipline (Ryan, Scapens & 

Theobald, 2002). Research philosophy plays a significant role in the development of 

knowledge and what is assumed regarding the view of researchers regarding the world. 

The major ideologies of research, according to Saunders, Thornhill, and Lewis (2009), 

are positivism and interpretivism. As per positivists, reality is stable and can be seen and 

described from the perspective of its aims, but interpretivists claim that the only way to 

understand reality is through subjective interpretation and inference. The study's 

conceptual underpinning was positivism, and it used qualitative and quantitative data to 

accomplish triangulation. By using the positivistic approach through observation of 

factual information that exists within the chosen sample, this study aimed at maintaining 

objectivity and rid the results and conclusions of biasness that may result if the 

interpretivist philosophy was applied. 

3.3 Research Design 

A research design is a framework for determining which collection methods and kinds to 

use to answer a given research question. It's a strategy for each activity, from hypotheses 

until statistical analyses, as well as a framework for articulating the interconnections 

between the study's variables (Kerlinger, 2007). In this study, a descriptive survey 

research approach was employed. This design, according to Creswell and Clark (2003), 

focuses on the what, how, and who of a phenomenon, which is the focus of this 

investigation. The study used descriptive survey research design because it provides 

details on the relationship between financial accountability on financial sustainability 

according to the existing theories to create a better comprehension of the research topic. 

Berg (2008) corroborated this assertion, arguing that descriptive survey research is 
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designed to provide statistical data while allowing for generalizability and flexibility in 

the conclusions. As a result, this research design was appropriate. 

The study was primarily quantitative and cross-sectional. Quantitative research quantifies 

an issue by creating numerical data or data that may be converted into statistics (Taket, 

2010). A cross-sectional study is a form of observational research that examines data 

from variables collected across a sample population at one moment in time (Cohen, 

Manion & Morrison, 2011). 

3.4 Target Population  

A population is such a well set of elements that are being examined in generalizing the 

results. The target population which was the unit of analysis was NGOs in Nairobi 

County, Kenya. Most of the NGOs have their headquarters in Nairobi which is the capital 

city of Kenya. Therefore, Nairobi County was deemed representative for the purposes of 

giving a better overview of the state of NGOs in Kenya. According to the Nairobi County 

2018 report, there are 325 registered NGOs in Nairobi County (Appendix V). From the 

unit of analysis, the research identified the unit of observation which was the employees 

from the NGOs selected. From the unit of observation, the study targeted all the senior 

managers and heads of finance and accounting. The senior managers and heads of finance 

and accounting were selected because they handle the organization finances and therefore 

deemed to have the required information on the influence of financial accountability on 

financial sustainability of non-government organizations in Nairobi County, Kenya. The 

population distribution is as shown in Table 3.1 

Table 3.1: Target Population 

Category Frequency Percent 

Senior Managers 458 46.3 

Heads of Finance and accounting  531 53.7 

Total 989 100 

3.5 Sample Size and Sampling Technique 

Sampling is a method of selecting a subset of a population to take part in the study. 

Sampling is a process used in statistical analysis in which a predetermined number of 

observations are taken from a larger population. The respondents were chosen using a 

stratified sample approach. There were two stratas in this case and this the senior 

manager’s strata and the head of finance and accounting strata. From the first strata a 
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sample of 132 respondents was picked randomly. In the second strata, a sample of 153 

respondents was selected randomly. Stratified random sampling, according to Cooper 

(2006), is a type of random sampling in which the population is divided into two or more 

relevant and significant groups depending on one or more attributes. Because it is bias-

free, this sampling approach was utilized. Yamane (1967) method for determining sample 

size was used to estimate the sample size.  The formula is   n= N / [1+N (e) 2] 

Where n = sample size,  

N = population size     

e = error term (0.05)  

Hence, n = 989/ [1 + 989 (.05)2] = 285 

The study sample size was 285 respondents. This represented 28.82% of the target 

population. 

Table 3.2: Sample Size 

Category Frequency % sample Sample Size 

Senior Managers 458 28.82% 132 

Heads of Finance and accounting  531 28.82% 153 

Total 989 28.82% 285 

3.6 Data Collection Instruments 

The questionnaire was chosen as the study's data-gathering device or tool. Questionnaires 

were preferred as a method of data collection since they can be used to cover wide area of 

study and they are also relatively cheap and enables the researcher to avoid interview 

biases. A questionnaire is a measuring tool whose primary purpose is to communicate 

what the researcher needs to know and to elicit appropriate replies from respondents in 

terms of empirical data in order to achieve the desired results (Kothari, 2014). The 

questionnaire was created with the study aims in mind and was designed to answer the 

research questions. There were both open-ended and closed-ended questions on the 

survey. Closed-ended questions elicited more organized replies, allowing for more 

concrete recommendations. Closed ended questions were utilized to assess the ranking of 

various qualities, which helped to reduce the amount of similar replies and generate more 

varied results. The open-ended questions supplied extra information that the closed-ended 

ones may not have gathered. 

There were six sections to the questionnaire. The first section contained demographic 

information about the respondents; section two provided information on financial 
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planning; section three provided information on financial monitoring; section four 

provided information on financial controls; and section five provided information on 

financial sustainability of non‐government organization. 

To introduce the researcher, the university sent a letter of introduction. The National 

Commission for Science, Technology, and Innovation also granted the researcher a 

research permission. The questionnaire was self-administered by the researcher. Research 

assistant were also employed to help in data collection. The researcher was ready to 

answer any questions that arose during the data gathering process. The data was collected 

over a two-week period, giving respondents adequate time to complete the questionnaire. 

3.6.1 Validity of the Research Instrument 

According to Thietart (2001), the major issues with validity are whether the measured 

data is meaningful and exact, and if we can generalize from the results. In this study, it 

was raised if the interviewer had measured correctly, and whether all of the interview 

questions were appropriate and in line with the study's aim and purpose. As a result, the 

study distributed questionnaires to 20 respondents, who assisted the researcher in 

determining if the respondents provided the main component of required information via 

the questionnaire. In most of the questions only little adjustments were made to ensure 

that the statements were language user friendly to the respondents. 

3.6.2 Reliability of the Research Instrument 

The degree to which a research instrument produces the same outcomes or data on several 

trials is referred to as reliability (Kothari, 2004). Piloting enabled the data collection 

instruments to be pre-tested for dependability by addressing any discrepancies that 

emerged from the devices and confirming that they assess what is expected. 

Comprehension of the research instruments to the responders was also necessary to 

increase the instrument's dependability. The reliability of a measure was also improved 

by putting comparable items on it, evaluating a broad sample of people, and employing 

consistent testing techniques.  

Cronbach's Alpha was adopted in determining the reliability of data collection tool. SPSS 

was used to compute reliability. The coefficients values for Cronbach alpha ranges from 0 

to 1. The larger the value, the more reliable the measures are and vice versa. Cooper and 

Schindler (2008) found 0.7 to be an acceptable level of reliability. In this study, 0.70 

Cronbach’s Alpha was considered acceptable. From the reliability results in Table 4.2 
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financial planning had an alpha value of 0.786, financial motoring had an alpha value of 

0.791 and financial controls had an alpha value of 0.798. It is seen that all the variables 

had alpha value of above 0.70 an indication that they were all reliable.  

Table 3.3: Reliability Analysis 

Variable  Cronbach's Alpha Items 

Financial Planning 0.786 7 

Financial Monitoring and Evaluation 0.791 7 

Financial Controls 0.798 7 

 

3.7 Data Analysis and Presentation  

Coding of the data was done in SPSS version 23. Gathering and analysis of the data was 

done using descriptive statistics for quantitative data; they included percentages, means, 

standard deviations, and frequencies. Bar charts, tables, graphs, and pie charts were used 

to illustrate the data. To convey research findings, this was accomplished by counting 

replies, computing percentages of response variations, and summarizing and 

interpretation of data in accordance with the study goals. To evaluate qualitative data, 

narrative analysis was utilized.  

Multiple regression analysis was done to establish the influence of financial 

accountability on financial sustainability of non‐government organization in Nairobi 

County, Kenya. Multiple regression analysis was done to explains the relationship 

between one dependent variable and two or more independent variables as a predictive 

study. The equation for regression was: 

FinSus= β0+ β1FinPlan+β2FinMon+ β3FinCon+ ε 

Where Y represents the dependent variable (financial sustainability), 0 represents the 

regression constant, 1, 2, and 3 represent the coefficients of independent variables, and 

FinPlan represents financial planning, FinMon represents financial monitoring and 

assessment, and FinCon represents financial control. Further, partial regression was done 

based on each independent variable. The degree of significance of the developed model 

was determined using ANOVA. 
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3.8 Diagnostic Tests 

Before computing regression analysis, it is important to first ensure that the data meets 

the assumptions for regression analysis (Field, 2009). The assumptions are discussed in 

sub-sections below.  

For regression output to be accurate, dependent and independent variables must have 

linear relationship. Outliers are common in linear regression thus it’s critical to keep an 

eye on them (Creswell & Plano-Clark, 2006). Scatter plots can be used to test for 

linearity. If the fitted line is linear, then the linearity assumption is met. If there was any 

doubt about the linearity of the data, the Analysis of Variance (ANOVA) test was 

employed. 

If F =        is significant, then the linearity assumption is valid.. 

Regression analysis require the error term to have zero mean and constant variance (0, 2). 

All other elements are captured by the error that have an impact on the dependent variable 

but are not taken into account in the model. The missing elements, on the other hand, are 

believed to have a minor influence and are at best random. The error term must be normal 

for OLS to work (Gujarati, 2004). The Shapiro-Wilk test was used to determine if the 

error term was normal or not. 

Multicollinearity is whereby the independent variables have a high degree of association 

between themselves. Presence of Multicollinearity in a data results to increase in the 

standard errors which could make the variables to be insignificant when they really are 

significant (Osborne & Waters, 2016). Multicollinearity was tested using (variance 

inflation factor). If VIF >5 but less than 10, this is an indication of moderate presence of 

multicollinearity. If VIF ≥10, this indicates high multicollinearity. 

3.9 Ethical Considerations 

The university sent a letter of introduction. The National Commission for Science, 

Technology, and Innovation also granted a research permission. The researcher obtained 

an ethical approval from Strathmore University. The respondents participated in this 

study on voluntarily basis. Participants who agreed to be part of the study were asked to 

put it in paper form by signing the consent form.  
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CHAPTER FOUR 

DATA ANALYSIS, PRESENTATION AND INTERPRETATION 

4.1 Introduction 

Data collected from the field was analyzed and presented in this chapter. The chapter 

included an examination of the respondents' general information, descriptive statistics, 

diagnostic tests, and inferential statistics. The response rate is described in part 4.2, while 

the demographic information of respondents is described in section 4.3, descriptive 

statistics and partial regressions are described in section 4.4, inferential statistics are 

described in section 4.5, and a summary of the research is provided in section 4.7.  

4.2 Response Rate 

The research had a total of 285 participants. All of the respondents were given 

questionnaires, and 268 of them were completely filled out and returned. This resulted in 

a 94.0 percent response rate. According to Mugenda (2013), a response rate of 50% and 

above is sufficient for analysis and reporting, a response rate of 60% and above is 

adequate, and a response rate of 70% and above is outstanding. As a result, a 94 percent 

response rate was excellent and was used for further analysis and reporting. The 

commendable response rate was achieved as a result of the researcher’s persuasion to the 

respondents through frequent calls and making the respondents understand the 

importance of this research to the NGO sector. 

Table 4.1 Response Rate 

Questionnaires  Frequency Percent 

Responded  268 94.0 

Un-responded 17 6.0 

Total  285 100.0 

 

4.3 General Information  

This section is an analysis of the general information of the respondents 

4.3.1 Gender of Respondents 

The goal of the study was to figure out who was male and who was female. Figure 4.1 

depicts the outcomes. 
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Figure 4.1: Gender of Respondents 

The results show that 60% of the respondents were male while 40% were female. This 

shows that NGOs employ both men and women. These respondents participated in the 

study, though at different proportions, it means that the study was not gender biased. 

4.3.2 Age of Respondents 

The age distribution of respondents was sought and the findings presented in Figure 4.2. 

 
Figure 4.2: Age of Respondents 

According to the findings, 43 percent of respondents are in the age bracket of 41 to 50, 33 

percent were between the ages of 31 and 40, 14 percent were above 51, and ten percent 

were between the ages of 20 and 30. This implies that the respondents were of different 

age groups, hence, they have different experiences, which means they were able to 

provide a balanced view to the questions posed by the researcher. 

4.3.3 Length of Service in Organization 

Duration of time the selected respondents had worked in their organization was sought 

and the results displayed in Figure 4.3. 
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Figure 4.3: Length of Service in Organization 

According to the data, 39 percent of had served in their company for 6-10 years, 29 

percent for 1-5 years, 22 percent for 11-15 years, and 10 percent for more than 16 years. 

This suggests that respondents had previously worked for their respective companies for 

quite some time hence they were able to provide the information required in this study. 

4.3.4 Respondents Level of Education 

The level of education of the respondents was sought and results displayed in Figure 4.4. 

 
Figure 4.4: Respondents Level of Education 

According to the data, 46 percent of respondents have a bachelor's degree, 30 percent 

have a diploma, 14 percent have a certificate, and ten percent have a master's degree. This 

implies that employees in the NGOs have different educational qualifications. 

4.4 Descriptive Statistics 

This section is an analysis of the descriptive information based on the study objectives.  
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4.4.1 Influence of Financial Planning on Financial Sustainability 

Regarding the influence of financial planning, Table 4.2 presents the findings. 

Table 4.2 Influence of Financial Planning on Financial Substantiality 

Statements Mean Std. 

Dev 

Budgeting  

In our organization, the management ensures organization spending is 

in line with set budget to avoid misuse of funds  

4.119 0.989 

In our organization, we set aside surplus funds for use in new 

organization needs not budgeted for  
4.007 0.926 

Mean score 
4.06 0.957 

Overheads 

In our organization, we outsource some of the functions to minimize 
overhead costs 

3.974 0.872 

In our organization managers encourage employees to reduce their 
spending without sacrificing productivity, efficiency and quality 

3.877 0.853 

Mean Score 
3.92 0.86 

Financial Reporting 

In our organization financial reporting help stakeholders to make 

decisions on whether to continue with investments 

3.914 0.831 

In our organization financial reporting shows how the organization has 
utilized resources and devise ways to maximize organization resources 

3.903 0.940 

In our organization financial reporting helps in making important 
financial decision  

3.933 1.045 

Mean Score 
3.91 0.93 

The findings showed that in their organization, the management ensures organization 

spending is in line with set budget to avoid misuse of funds as shown by a mean of 4.119 

and the organization sets aside surplus funds for use in new organization needs not 

budgeted for as shown by a mean of 4.007. The respondents also agreed that the firm 

outsources some of the functions to minimize overhead costs as shown by a mean of 

3.974, financial reporting helps in making important financial decision as shown by a 

mean of 3.933 and financial reporting help stakeholders to make decisions on whether to 

continue with investments as shown by a mean of 3.914,  

Further, financial reporting shows how the organization has utilized resources and devise 

ways to maximize organization resources as shown by a mean of 3.903 and managers 

encourage employees to reduce their spending without sacrificing productivity, efficiency 

and quality as shown by a mean of 3.877. On the overall mean score, budgeting had the 

highest mean score of 4.06 and a standard deviation of 0.957. This was followed by 
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overheads with a mean of 3.92 and finally financial reporting with a mean of 3.91 and a 

standard deviation of 0.93. 

4.4.1.1 Inferential Analysis  

Regression model was developed to establish the relationship between financial planning 

and financial sustainability. The model was of the form: Financial sustainability= β0 + 

β1Budg + β2Over + β3Fr+ ℮ 

Table 4.3: Model summary  

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .512a 0.437 0.424 0.15160 
a. Predictors: (Constant), X3, X2, X1 

 

The findings on model fitness are illustrated in the table above. The study revealed that 

all the elements of financial planning focused on in the study had a strong effect on 

financial sustainability of NGOs in Kenya. This is evidenced by the adjusted R2 value of 

0.424 which means that budgeting, overheads and financial reporting explained up to 

42.4% of the financial sustainability of NGOs in Kenya. The R (51.2%) which is the 

correlation coefficient shows a strong positive correlation between the independent 

variables and the dependent variable. 

Table 4.4: Analysis of Variance  

Model Sum of Squares df Mean Square F Sig. 

1 Regression 3.462 3 1.154 50.217 .000b 
Residual 6.072 264 0.023 

  
Total 

9.534 267 
   

a. Dependent Variable: Y 
b. Predictors: (Constant), X3, X2, X1 

 

Analysis of variance (ANOVA) for the overall model is as shown in the table above. The 

results show that when combined, budgeting, overheads and financial reporting had a 

significant influence on financial sustainability of NGOs in Kenya. This is evidenced by 

the P-value of 0.000 < 0.05 and the F-calculated of 50.217 which is way higher than the 

F-critical (2.63). 
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Table 4.5: Table of coefficient 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B 

Std. 

Error Beta 

1 (Constant) 2.449 0.712   3.438 0.001 
Budgeting 0.390 0.046 0.210 8.478 0.003 
Overheads 0.277 0.029 0.179 9.551 0.000 

Financial reporting 0.189 0.040 0.093 4.725 0.000 

 

The model now becomes: FS= 2.449 + 0.390Bud + 0.277Ov + 0.189Fr+ ℮ 

The model output reveals that a unit change in budgeting would lead to 39% 

improvement in the financial sustainability of NGOs in Kenya. A unit change in 

overheads management would lead to 27.7% improvement in financial sustainability of 

NGOs in Kenya while a unit change in financial reporting would lead up to 18.9% 

improvement in the financial sustainability of NGOs in Kenya. It can be noticed that all 

three independent variables had a positive and significant effect on the dependent 

variable, with budgeting having the highest coefficient while financial reporting having 

the least effect. 

4.4.2 Influence of Financial Monitoring and Evaluation on Financial Sustainability 

On influence of financial monitoring and evaluation Table 4.6 presents the results.  

Table 4.6 Financial Monitoring and Evaluation on Financial Sustainability 

Statements Mean Std. 

Dev 

Internal audit 

In organization we conduct internal audit on quarterly to enhance 

properly utilization of donor funds 

4.086 1.012 

In our organization internal audit provides assurance that internal 
control processes are operating effectively 

4.097 1.062 

Mean Score 
4.09 1.03 

Monitoring of funds 

In our organization, monitoring of funds help in enforcing 
accountability related to spending 

4.026 1.179 

In our organization, monitoring of funds helps to know whether the 

organization is achieving set targets 
3.910 1.285 

Mean Score 
3.96 1.23 

Financial statements preparation 

In our organization preparation of financial statements helps to know 
4.015 1.223 
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how money was spent in the actual activities 
In our organization preparation of financial statements is important in 
organization decision making 

4.026 1.134 

In organization preparation of financial statements enhances donor trust 
in the organization activities  

3.914 1.247 

Score 
3.98 1.20 

From the results, the respondents generally agreed that internal audit provides assurance 

that internal control processes are operating effectively as shown by a mean of 4.097 and 

the firm conducts internal audit on quarterly to enhance properly utilization of donor 

funds as shown by a mean of 4.086.  About monitoring of funds, the respondents indicate 

that monitoring of funds help in enforcing accountability related to spending as shown by 

a mean of 4.026 and monitoring of funds helps to know whether the organization is 

achieving set targets as shown by a mean of 3.910.  

On financial statements, the respondents noted that preparation of financial statements is 

important in organization decision making as shown by a mean of 4.026, preparation 

financial statements helps to know how money was spent in the actual activities as shown 

by a mean of 4.015 and preparation of financial statements enhances donor trust in the 

organization activities as shown by a mean of 3.914. Internal audit had the highest mean 

of 4.09, followed by financial statements preparation (3.98) and finally monitoring of 

funds with a mean of 3.96. 

4.4.2.1 Regression Model  

Regression model was developed to establish the relationship between Financial 

Monitoring and Evaluation and financial sustainability. The model was of the form: 

Financial sustainability= β0 + β1Io + β2Mf + β3Fs+ ℮ 

Table 4.7 Model Summary 

Model R R 

Square 

Adjusted R Square Std. Error of the Estimate 

1 .554a .311 .298 .21195 

 

Adjusted R squared is coefficient of determination which tells us the variation in the 

dependent variable due to changes in the independent variable. From the findings in the 

above table the value of adjusted R squared was 0.298 an indication that there was 

variation of 29.8% on financial sustainability due to internal audit, monitoring of funds 

and financial statements preparations at 95% confidence level. R is the correlation 
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coefficient which shows the relationship between the study variables, from the findings 

shown in the table above there was a strong positive relationship between the study 

variables as shown by 0.554. 

Table 4.8: ANOVA 

Model Sum of Squares df Mean Square F Sig. 

Regression 0.303 3 0.131 8.8125 .018b 

Residual 4.224 264 0.016     

Total 4.527 267       

Table 4.8 summarizes the observed means for each dependent variable across 

experimental condition and the associated F ratios and p values obtained from the one-

way ANOVAs conducted for the primary analyses. From the findings, the p-value was 

0.018 which is less than 0.05 and hence the model is good in predicting how the three 

independent variables (internal audit, monitoring of funds and financial statements 

preparations) influence financial sustainability. Further, the F-calculated (8.812) was 

more than the F-critical (2.63). This shows that the model was fit in predicting the 

influence of the independent variables on the dependent variable. When t calculated is 

greater than t critical, the null hypothesis is rejected. 

 

Table 4.9: Table of Coefficients 

  

Unstandardized 

Coefficients 

Standardized 

Coefficients 
T Sig. 

B 
Std. 

Error 
Beta 

(Constant) 1.161 0.129 
 

9.00 0.00 

Internal audit 0.382 0.064 0.211 5.96 0.039 

Monitoring of funds 0.342 0.05 0.165 6.84 0.004 

Financial statements 

Preparations 
0.218 0.04 0.150 5.45 0.041 

 

The established regression equation was; financial sustainability = 1.161 +0.382 internal 

audit (X1) + 0.342 monitoring of funds (X2) + 0.218 financial statements preparations 

(X3). The beta shows the magnitude or the strength of each dependent variable. This 

shows the extent to which the dependent variable will change when the independent 

variable is increased by one unit in each case. 

Its established that a unit increase in internal audit would cause an improvement in 

financial sustainability by a factor of 0.382. A unit increase in monitoring of funds would 
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cause an improvement in financial sustainability by a factor of 0.342 and a unit increase 

in financial statements preparation would cause an improvement in financial 

sustainability by a factor of 0.218. The study further revealed that the P-value were less 

than 5% in all the variables, which shows that all the independent variables were 

statistically significant and thus in position to make conclusion for the study. 

4.4.3 Influence of Financial Controls on Financial Sustainability 

Pertaining the influence of financial controls on financial sustainability Table 4.10 

presents the findings.  

Table 4.10 Influence of Financial Controls on Financial Sustainability 

Statements Mean Std. 

Dev 

Communication of variances 

In organization financial controls promote financial discipline by 

ensuring efficient use of resources  

3.985 1.074 

In our organization financial control help in co-ordinating activities 
of different departments  

4.067 1.059 

Mean Score 
4.02 1.06 

Budget approval 

In our organization financial control helps in keeping adequate 
supervision on inflow and outflow of financial resources 

3.940 1.119 

In our organization financial control ensures optimal utilization of 

financial resources leaving no room for wastages. 
3.978 1.037 

Mean Score 
3.95 1.07 

Budget audit 

In our organization budget audit help prevent and detect fraud in 
accounting and management reporting 

3.922 1.181 

In our organization budget audit helps in identifying mistakes that 
may result in poor decision making 

3.985 1.169 

In our organization budget audit allows for reliable financial 
reporting and accountability 

3.993 1.109 

Mean Score 
3.96 1.15 

From the findings, the respondents generally agreed that financial control help in co-

ordinating activities of different departments as shown by a mean of 4.067 and financial 

controls promote financial discipline by ensuring efficient use of resources as shown by a 

mean of 3.985. In regard to frequency on budget approval, the respondents indicate that 

financial control helps in keeping adequate supervision on inflow and outflow of financial 

resources as shown by a mean of 3.940 and financial control ensures optimal utilization 
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of financial resources leaving no room for wastages as shown by a mean of 3.978. 

Respondents also indicated that, budget audit allows for reliable financial reporting and 

accountability as shown by a mean of 3.993, budget audit helps in identifying mistakes 

that may result in poor decision making as shown by a mean of 3.985 and budget audit 

help prevent and detect fraud in accounting and management reporting as shown by a 

mean of 3.922. From the above findings, communication of variance had the highest 

mean (4.02), followed by budget audit (3.96) and finally budget approvals with a mean of 

3.95. 

4.4.3.1 Regression Model  

Regression model was developed to establish the relationship between Financial Controls 

and Evaluation and financial sustainability. The model was of the form: Financial 

sustainability= β0 + β1Cv + β2Bap+ β3Ba+ ℮ 

Table 4.11: Model Summary 

Model R R Square Adjusted R Square Std. Error of the 

Estimate 

1 .593a .358 .336 .21746 

 

The model had an average adjusted coefficient of determination (R2) of 0.336 which 

implied that 33.6% of the variations on financial sustainability are explained by the 

independent variables (communication of variance, budget approval and budget audit).  

The study further tested the significance of the model using ANOVA technique. The 

findings are tabulated in Table below. 

Table 4.12: Summary of One-Way ANOVA results 

Model Sum of Squares Df Mean Square F Sig. 

1 

Regression 21.633 3 7.211 30.299 .000b 

Residual 62.832 264 .238   

Total 84.465 267    

Critical value = 2.63 

From the ANOVA statistics, the study established the regression model had a 

significance level of 0.000%. This is an indication that the data was ideal for making a 

conclusion on the population parameters as the value of significance (p-value) was less 

than 5%.  The calculated value was greater than the critical value (30.299˂2.63) an 

indication that communication of variance, budget approval and budget audit all have 
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significant effects financial sustainability. The significance value was less than 0.05 

indicating that the model was significant. 

In addition, the study used the coefficient table to determine the study model. The 

findings are presented in the Table 4.13 below. 

Table 4.13: Coefficients 

Model 

Unstandardized 

Coefficients 

Standardize

d 

Coefficients 

t Sig. B Std. Error Beta 

 (Constant) 1.583 .358  4.42 .000 

Communication of 
variance 

.217 .036 .216 6.02 .028 

Budget approval .376 .084 .304 4.47 .003 

Budget audit .293 .087 .230 3.36 .032 

 

From the regression model obtained above, a unit change in communication of variance 

while holding other factors constant would positively change financial sustainability by a 

factor of 0.217.  Results show that a unit change in budget approval while holding the 

other factors constant would positively change financial sustainability by a factor of 

0.376. Results also show that a unit change in budget audit while holding the other factors 

constant would positively change financial sustainability by a factor of 0.293.  

4.4.4 Financial Sustainability of Non‐Government Organization 

Concerning nongovernmental organization financial sustainability Table 4.14 presents the 

findings obtained. 

Table 4.14 Financial Sustainability of Non‐Government Organization 

Statements Mean Std. 

Dev 

In our organization funding is diversified from different donor for each 

activity  
3.881 0.903 

Our organization has the ability to meet its recurring expenses from 

investment made  
3.731 0.816 

Our organization have adequate financial resources to run our 
operations  

3.638 0.759 

In our organization annual statement of income and expenditure 
always has surplus 

3.750 0.908 

In our organization we have a positive operating margin ratio 
3.597 0.872 
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From the findings, the respondents agreed that in the organization funding is diversified 

from different donor foe each activity as shown by a mean of 3.881, in the organization 

annual statement of income and expenditure always has surplus as shown by a mean of 

3.750, the organization has the ability to meet its recurring expenses from investment 

made as shown by a mean of 3.731, the organization have adequate financial resources to 

run our operations as shown by a mean of 3.638 and in the organization there is positive 

operating margin ratio as shown by a mean of 3.597. 

4.5 Diagnostic Tests 

Before computing multiple regression analysis, the study tested whether the data met the 

assumptions for regression analysis. The assumptions that were tested were normality 

test. 

4.5.1 Normality Test 

This study used Shapiro Wilk test to test for normality.  Results were presented in Table 

4.15 

Table 4.15 Shapiro-Wilk Test of Normality 

 Shapiro-Wilk 

Statistic df Sig. 

Financial Planning .651 268 .037 

Financial Monitoring and Evaluation .804 268 .040 

Financial Controls .747 268 .041 

In this test, the null hypothesis is that the data is from a normal population. Therefore, if 

the p-value obtained is below the selected significance (0.05) we accept the null 

hypothesis that the data follows a normal distribution. As shown in Table 4.6 all the 

significance values were below 0.5; we therefore accept the null hypothesis that the data 

is from a normal distribution. Therefore, the normality assumption for regression analysis 

is met. 

4.6 Inferential Statistics 

Multiple Regression and correlation analysis were covered in this section. 
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4.6.1 Correlation Analysis 

Correlation analysis is used in determining the extent and the direction of relationship 

between study variables. Pearson moment correlation was used in this study and the 

findings obtained are presented in Table 4.16.  

Table 4.16 Correlation Matrix and Multi collinearity 
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Financial sustainability Pearson Correlation 1    
Sig. (2-tailed)     
N 268    

Financial planning Pearson Correlation .512** 1   
Sig. (2-tailed) .000    

N 268 268   
Financial monitoring and evaluation Pearson Correlation .554** .348** 1  

Sig. (2-tailed) .000 .036   

N 268 268 268  
Financial controls Pearson Correlation .593** .265** .124** 1 

Sig. (2-tailed) .000 .054 .061  
N 268 268 268 268 

**. Correlation is significant at the 0.01 level (2-tailed). 

Multicollinearity Tolerance VIF 

 

Financial Planning  .778 1.286 

Financial Monitoring  .685 1.459 

Financial Controls  .671 1.491 

The results in Table 4.16 showed strong positive relationship between financial planning 

and financial sustainability of non‐government organization as shown by r = 0.793, 

statistically significant p = 0.000<0.01; there was a  strong positive correlation between 

financial monitoring and evaluation and financial sustainability of non‐government 

organization as shown by r = 0.809, statistically significant P = 0.000; and here was a  

strong positive correlation between financial controls and financial sustainability of 

non‐government organization as shown by r = 0.786, statistically significant P = 0.000. 

The results show that financial planning, financial monitoring and evaluation, financial 

controls and financial sustainability significantly relate with NGOs in Nairobi Kenya. 

On the multicollinearity test, the study established that the VIF values were below 10 an 

indication that the variables did not have strong relationship among themselves. 
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Therefore, the multicollinearity assumption for regression analysis was met and thus the 

findings could not be misleading.  

4.6.2 Overall Multiple Regression Analysis 

4.6.2.1 Model Summary 

The model summary is used to look at how the dependent variable varies when the 

independent factors change.  

Table 4.17: Model Summary 

Model R R Square Adjusted R Square Std. Error of the 

Estimate 

1 .692a .596 .584 .11402 

a. Predictors: (Constant), financial planning, financial monitoring and evaluation, 

financial controls 

 

The study looked at how changes in financial planning, financial monitoring and 

evaluation, and financial controls affect the financial sustainability of non-profit 

organizations. Financial sustainability of nongovernment organizations varied by 58.4% 

owing to variations in financial planning, financial monitoring and assessment, and 

financial controls. The remaining 41.6 percent suggests that there are other elements that 

impact nongovernmental organizations' financial sustainability that were not addressed in 

the research. R depicts the relationship between the variables, and the data revealed that 

the variables were closely connected, as evidenced by a value of 0.692.  

4.6.2.2 Analysis of Variance 

The ANOVA test is used to see if the data in the research is significant.  

Table 4.18: ANOVAa 

Model Sum of 

Squares 

df Mean Square F Sig. 

1 Regression 62.257 3 20.752 373.865 .000b 
Residual 14.654 264 0.056   

Total 76.911 267    

a. Dependent Variable: Financial sustainability 
b. Predictors: (Constant), financial planning, financial monitoring and evaluation, 

financial controls 

The processed data (population parameters) obtained a significance level of 0.001 based 

on ANOVA statistics. Because the p-value is less than 5%, the data is excellent for 
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drawing inferences about the population's parameter. The estimated F (373.865 > 2.639) 

was higher than the crucial F. This demonstrates that financial planning, financial 

monitoring and assessment, and financial controls have a substantial impact on 

nongovernmental organizations' financial sustainability. 

4.6.2.3 Coefficients 

The regression equation was 

Y = 1.164 + 0.446X1 + 0.501X2 + 0.459 X3 + є 

The equation above shows that maintaining financial planning, financial monitoring and 

assessment, and financial controls constant, the variables have a substantial impact on 

nongovernmental organizations' financial sustainability, as indicated by a constant value 

of 1.164 in Table 4.19. 

Table 4.19: Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) 1.164 .131  8.885 .000 

Financial Planning .446 .103 .399 4.330 .001 

Financial Monitoring 

and Evaluation 

.501 .109 .455 4.596 .001 

Financial Controls .459 .104 .406 4.413 .000 

a. Dependent Variable: Financial sustainability 

From the findings in Table 4.19, financial planning is statistically significant to financial 

sustainability of non‐government organizations as shown by (β = 0.446, P = 0.001). This 

shows that financial planning had significant positive relationship with financial 

sustainability of non‐government organizations. This implies that a unit increase in 

financial planning will result to increase in financial sustainability of non‐government 

organizations.  

Financial monitoring and evaluation is statistically significant to financial sustainability 

of non‐government organizations as shown by (β = 0.501, P = 0.001). This shows that 

financial monitoring and evaluation had significant positive relationship with financial 

sustainability of non‐government organizations. This implies that a unit increase in 

financial monitoring and evaluation will result to increase in financial sustainability of 

non‐government organizations.  
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Financial controls are statistically significant to financial sustainability of 

non‐government organizations as shown by (β = 0.459, P = 0.001). This shows that 

financial controls had significant positive relationship with financial sustainability of 

non‐government organizations. This implies that a unit increase in financial controls will 

result to increase in financial sustainability of non‐government organizations.  

4.7 Chapter Summary 

This chapter has analyzed and presented data collected from the field. The diagnostic test 

results showed that the study data is from a normal population and hence can be used in 

the analysis. The results indicated that firm spending is usually in line with set budgets, 

firms outsource functions to reduce costs and financial reporting guides financial 

decisions. The study also found that firms conduct internal audit semi-annually and 

annually, monitoring of funds promotes accountability and financial statements improves 

donor trust. Further, financial control ensures financial discipline, budget is approved at 

the right time and budget audit promotes financial reporting and accountability. 

The findings also revealed a statistically significant link between financial planning, 

financial monitoring and assessment, financial controls, and nongovernmental 

organization financial sustainability in Nairobi County, Kenya. Financial planning, 

financial monitoring and evaluation, and financial controls all have a substantial impact 

on the financial sustainability of non-government organizations. 
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CHAPTER FIVE 

DISCUSSION, CONCLUSIONS, AND RECOMMENDATIONS 

5.1 Introduction 

This chapter provided a summary of the research findings as well as conclusions taken 

from the findings and recommendations made in response to them. 

5.2 Discussion 

The main purpose of the study was to establish the influence of financial accountability 

on the financial sustainability of non-government organizations in Nairobi County, 

Kenya. The main objective was addressed by establishing the influence of financial 

planning, financial monitoring and evaluation and financial controls on the financial 

sustainability of NGOs in Nairobi county, Kenya. The research outcomes were produced 

using primary data analysis that comprised of descriptive analysis, and correlation 

analysis. The ensuing sections discussed the research outcomes based on the specific 

objectives of the study. 

5.2.1 Financial Planning and Financial Sustainability 

Financial planning was shown to have a strong significant association with the financial 

sustainability of NGOs in the study. The study also revealed that most firm management 

ensures organization spending is in line with a set budget to avoid misuse of funds and 

NGOs sets aside surplus funds for use in a new organization needs not budgeted. Further, 

organizations outsource some of their functions to minimize overhead, financial reporting 

helps in making important financial decisions, and managers encourage employees to 

reduce their spending without sacrificing productivity, efficiency, and quality. The 

findings concur with those of Wachira (2018) whose results indicated that financial 

resource utilization, working capital management, financial investments, and financial 

risk management significantly and positively affected financial sustainability. The 

findings fail to concur with those of Mbuva (2014) who investigation factors influencing 

financial sustainability of women owned SMEs in Kenya in Machakos County and 

established that most of the expenditures in the NGOs was minimally controlled in 

Kenya.  

Also, financial reporting help stakeholders to make decisions on whether to continue with 

investments and financial reporting shows how the organization has utilized resources 
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and devise ways to maximize organization resources. These findings concur with those of 

Divecha (2014) who found that income diversification strategy which includes 

fundraising campaigns and applying for grants and strategic financial management which 

includes investment and financing decisions enhance the financial sustainability of 

NGOs. The theory of resource mobilization emphasizes an organization's ability to 

mobilize and acquire resources from individuals in order to achieve short and long-term 

organizational goals (Tam & Kiang, 2012). 

5.2.2 Financial Monitoring and Evaluation and Financial Sustainability  

The study established that financial monitoring and evaluation had a strong positive 

correlation with the financial sustainability of non‐government organizations. The 

findings relate to those of Mosago (2013) who revealed that that auditing positively 

contributes to NGOs’ programme performance. Chelangat (2018) found that controlling, 

planning, and monitoring and evaluation of finances which include monitoring of funds 

and auditing positively and significantly affected NGO financial sustainability.  The study 

also revealed that internal audit provides assurance that internal control processes are 

operating effectively, the firm conducts an internal audit quarterly to enhance properly 

utilization of donor funds and monitoring of funds help in enforcing accountability 

related to spending. The findings concur with Kamwana and Muturi (2014) that 

conducting audits to monitor usage of financial resources contributed to project 

performance. 

In addition, preparation of financial statements was found to be important in organization 

decision making, preparation of financial statements helps to know how money was spent 

in the actual activities and preparation of financial statements enhances donor trust in the 

organization activities and monitoring of funds helps to know whether the organization is 

achieving set targets. These findings support those of Kakumani and Prabhakar (2014), 

who discovered that monitoring and assessment methods such as financial statement 

preparation increased donor confidence, impacting the amount of funding accessible to 

businesses. The findings contradict those of Edmund (2010) who studied the key factors 

influencing the sustainability of local NGOs in Ghana and established relatively low 

levels of financial monitoring in the NGOs because top management thought financial 

monitoring had not significant effect on financial sustainability. 
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5.2.3 Financial Controls and Financial Sustainability 

The study revealed that a strong positive correlation between financial controls and the 

financial sustainability of non‐government organization. The findings support Wakiriba, 

Ngahu, and Wagoki (2015) who concluded that internal control system in public sectors 

had clear roles, supervised and committed to the management. The study also established 

that financial control helps in coordinating activities of different departments, financial 

controls promote financial discipline by ensuring efficient use of funds, a budget audit 

allows for reliable financial reporting and accountability and a budget audit helps in 

identifying mistakes that may result in poor decision making. The findings go in line with 

those of Owizy (2016) who established that in Nigeria to avoid financial irresponsibility, 

the ministry of finance develops the yearly budget in a timely manner and maintains 

appropriate spending tracking. 

The results show that financial control guarantees the most efficient use of financial 

resources, leaving no space for waste; financial control also aids in maintaining 

appropriate oversight of financial resource input and outflow and budget audit help 

prevent and detect fraud in accounting and management reporting. The findings support 

Padilla et al. (2015) conclusions that efficient financial management techniques such as 

financial controls and budgeting are critical in improving transparency, efficiency, 

accuracy, and accountability, all of which help an organization accomplish its goals.  

NGO's face competition for private donations, foundation funding, and government 

subsidies, according to Lambert (2015). Therefore, the NGOs should be able to account 

for the utilization of funds to get more donations. According to resource dependency 

theory, External actors make demands on the organization's resources, which are 

controlled by them. These actors see specific benefits in their interactions with the 

organization and wield power through resource control. The extent of resource reliance 

typically affects an NGO's financial accountability, which has an impact on the financial 

sustainability of the organization (Scott, 2004). 

5.3 Conclusions 

The study found that financial planning was statistically significant to the financial 

sustainability of non‐government organizations. This shows that financial planning had a 

significant positive relationship with financial sustainability of non‐government 
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organizations. The study concludes that a unit increase in financial planning will result in 

to increase in financial sustainability of non‐government organizations.  

The study also found that financial monitoring and evaluation had a strong positive 

correlation with financial sustainability of non‐government organization. Further, 

financial monitoring and evaluation had a significant positive relationship with financial 

sustainability of non‐government organizations. The study concludes that financial 

monitoring and evaluation is positively related to financial sustainability of 

non‐government organization 

Furthermore, the study revealed that there is a strong positive correlation between 

financial controls and financial sustainability of non‐government organization. Also, 

financial controls were statistically significant to financial sustainability of 

non‐government organizations. The study concludes that financial controls is positively 

related to financial sustainability of non‐government organizations. 

5.4 Recommendations 

The study found that financial planning influences financial sustainability in NGOs. The 

study therefore recommends NGOs management to work on improving financial planning 

with the aim of improving financial sustainability of the NGOs. Further, the management 

should adopt effective financial planning methods like budgeting, overheads ceiling and 

financial reporting so as to be able to gain credibility of donors. 

Financial monitoring and evaluation significantly affected financial sustainability of 

NGOs. It is recommended that the management of NGOs should work on improving 

practices of financial monitoring and evaluation. This can be done by conducting frequent 

financial monitoring and evaluation activities such as internal audit, monitoring of funds 

and preparation of financial statements. This would ensure that the firm resources are 

properly utilized and enhance the confidence of donors, positively impacting on their 

financial sustainability. 

Financial controls significantly affected on financial sustainability of NGOs. The study 

recommends that the management of NGOs should improve on their financial controls 

practices. This can be done by using efficient communication systems and holding 

individual in the organization accountable. This ensures proper use of firm resources and 

enhances financial sustainability. 
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The policy makers would understand the importance of financial accountability affected 

NGOs sustainability. It was therefore recommended for policy makers to formulate 

accountability standards that must be accomplished by NGOs which include financial 

planning and controls. This would result in enhanced accountability thus increasing 

sustainability levels of NGOs. The policy maker will design policies that will help NGOs 

to be more financially sustainable through accountability, this will help NGOs in 

delivering of services and development Agenda. 

5.5 Suggestions for Further Studies 

This study aim was to establish the influence of financial accountability on financial 

sustainability of non‐government organizations in Nairobi County, Kenya. This study 

recommends that another study to be conducted to determine the influence of financial 

accountability on performance of NGOs. The study should also be conducted in other 

counties in Kenya. The study also recommends that other studies should be conducted to 

cover 41.6% of financial accountability measures that were not discussed in this study. 

Further, other studies should adopt other methodologies like the qualitative methods and 

mixed methods research design to replicate this study. These methodologies would allow 

other studies to mix both quantitative and qualitative research and methods to improve 

the understanding of influence of financial accountability on financial sustainability of 

non‐government organizations. Qualitative research would provide an opportunity to 

gather in-depth insights into a problem and also generate new ideas for research. The 

other studies would also provide a new understanding on financial accountability by 

using other measures not used in the current study. 
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Appendix III: Introduction Letter 

Dear respondent 

RE: RESEARCH DATA COLLECTION 

I am a Strathmore University postgraduate student working on a research project on 

INFLUENCE OF FINANCIAL ACCOUNTABILITY ON FINANCIAL 

SUSTAINABILITY OF NON‐GOVERNMENT ORGANIZATIONS IN NAIROBI 

COUNTY, KENYA. The information being gathered is only for academic reasons, and 

you will be provided with a copy of the findings upon request. Confidentiality of the 

information provided will be ensured. 

Your assistance will be greatly valued. 

 

Yours faithfully 

HUMPHRY WANJOHI 
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Appendix IV: Participant Information and Consent Form 

INFLUENCE OF FINANCIAL ACCOUNTABILITY ON FINANCIAL 

SUSTAINABILITY OF NON-GOVERNMENT ORGANIZATIONS IN NAIROBI 

COUNTY, KENYA  

Investigator    :  Humphry Wanjohi 

Institutional affiliation :  Strathmore Business School (SBS) 

INFORMATION SHEET 

This research is done in partial fulfilment of the requirements for a Master of Commerce 

degree from Strathmore University. Respondents will take part in the survey at their 

own discretion. The questionnaire will be filled out by those who agree to participate. 

Participants will have the option to leave the research if they are uncomfortable. 

The research will include staff from NGOs who are specifically targeted. The study's goal 

is to recruit 989 people, but only 285 are anticipated to show up. In two weeks, the 

research will begin. The responders will be identified through their respective Nairobi-

based NGOs.  

Respondents will be asked if they want to participate in the study, and those who say yes 

will sign the permission form. They will be informed about the study's purpose and what 

is expected of them when filling out the questionnaire. 

Because the study is solely for academic reasons, there will be no hazards. The research 

will contribute to the corpus of knowledge on financial accountability and long-term 

financial viability. 

No one will be forced to take part in the research. The research is completely optional. 

Non-participation will not result in any penalty. Participants who decide to stop 

participating will not be penalized. If you don't feel comfortable answering a question, 

you can skip it. The data will be stored in a university database and will be kept strictly 

secret. 

In case of further questions, you can contact; 

Student’s Name; HUMPHRY WANJOHI, ADMIN NO 113412 

E-mail: wanjohihumphry@yahoo.com Phone: 0708246110 
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Supervisor’s Name at Strathmore Business School………………………………. 

E-mail ……………. …………………Phone…………………………………………… 

For Independent Questions Contact:  

The Secretary–Strathmore University Institutional Ethics Review Board, P. O. BOX 

59857, 00200, Nairobi, email ethicsreview@strathmore.edu Tel number: +254 703 034 

375 

I, ______________________________, agree to participate in the study since I 

understand what is required of me.  

Signature …………………………………………  Date………………………………… 

I, ________________________, consent that have explained what the study is all about 

to the participant. Any further clarification is welcomed. 

Signature …………………………………………  Date…………………………………            
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Appendix V: Questionnaire 

Part A: Demographic Information 

1. What is your gender? 

 Male    ( )    

Female   ( ) 

2. What is your age? 

20-30 years  ( ) 

31-40 years  ( ) 

41-50 years  ( ) 

Above 51 years ( ) 

3. How long have been working in the organization? 

1-5 years  ( ) 

6-10 years  ( ) 

11-15 years  ( ) 

Above 16 years ( )  

4. What is your highest level of education?  

Certificate  ( ) 

Diploma  ( ) 

Degree   ( )   

Masters  ( ) 

For section B to E use the scale 1- Strongly Disagree, 2-Disgaree, 3-Moderate 4- 

Agree, 5- Strongly Agree to indicate the level to which you agree/disagree with each of 

the statements 

Part B: Financial Planning 

Statements 1 2 3 4 5 

Budgeting  

In our organization, the management ensures organization spending is in line 

with set budget to avoid misuse of funds  

     

In our organization, we set aside surplus funds for use in new organization 

needs not budgeted for  

     

Overheads      
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In our organization, we outsource some of the functions to minimize 

overhead costs 

In our organization managers encourage employees to reduce their spending 

without sacrificing productivity, efficiency and quality 

     

Financial Reporting 

In our organization financial reporting help stakeholders to make decisions 

on whether to continue with investments 

     

In our organization financial reporting shows how the organization has 

utilized resources and devise ways to maximize organization resources 

     

In our organization financial reporting helps in making important financial 

decision  

     

5. How does financial planning influence financial sustainability of non‐government 

organization in Nairobi County? 

…………………………………………………………………………………………

…………………………………………………………………………………………

………………………………………………………………………………… 

Part C: Financial Monitoring and Evaluation 

Statements 1 2 3 4 5 

Internal audit 

In organization we conduct internal audit on quarterly to enhance 

properly utilization of donor funds 

     

In our organization internal audit provides assurance that internal control 

processes are operating effectively 

     

Monitoring of funds 

In our organization, monitoring of funds help in enforcing accountability 

related to spending 

     

In our organization, monitoring of funds helps to know whether the 

organization is achieving set targets 

     

Financial statements preparation 

In our organization preparation of financial statements helps to know how 

money was spent in the actual activities 

     

In our organization preparation of financial statements is important in      
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organization decision making 

In organization preparation of financial statements enhances donor trust in 

the organization activities  

     

6. How does financial monitoring and evaluation influence financial sustainability of 

non‐government organization in Nairobi County, Kenya? 

…………………………………………………………………………………………

…………………………………………………………………………………………

………………………………………………………………….. 

Part D: Financial Controls 

Statements 1 2 3 4 5 

Communication of variances In organization financial controls 

promote financial discipline by ensuring efficient use of resources  

     

In our organization financial control help in co-ordinating activities of 

different departments  

     

Budget approval 

In our organization financial control helps in keeping adequate 

supervision on inflow and outflow of financial resources 

     

In our organization financial control ensures optimal utilization of 

financial resources leaving no room for wastages. 

     

Budget audit 

In our organization budget audit help prevent and detect fraud in 

accounting and management reporting 

     

In our organization budget audit helps in identifying mistakes that may 

result in poor decision making 

     

In our organization budget audit allows for reliable financial reporting 

and accountability 

     

7. How do financial controls influence financial sustainability of non‐government 

organization in Nairobi County, Kenya? 

…………………………………………………………………………………………

…………………………………………………………………………………… 
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Part E: Financial Sustainability of Non‐Government Organization 

Statements 1 2 3 4 5 

In our organization funding is diversified from different donor foe each 

activity  

     

Our organization has the ability to meet its recurring expenses from 

investment made  

     

Our organization have adequate financial resources to run our operations       

In our organization annual financial statements  always reports surpluses      

In our organization we have a positive operating margin ratio      

THANK YOU 
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 Appendix VI: List of NGOs in Nairobi 
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