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Abstract 

The purpose of this research was to determine the influence of balanced organizational controls on 

financial sustainability of NGOs in Kenya. The study was anchored on strategic leadership theory and 

utilized descriptive correlational research design. The study targeted active local NGOs based on the 

records of NGOs Co-ordination Board in 2019. Data was collected through self-administered 

questionnaire. Correlation results showed that balanced organizational controls had a positive and 

significant relationship with financial sustainability. Ordinal logistic regression model indicated good 

prediction (β5= -2.072, p ≤ .05). However, proportional odds assumption was violated, and 

corresponding Pearson Chi-square statistic indicated a poor model fit. Hence, balanced organizational 

controls do not have significant influence on financial sustainability. The study concluded that balanced 

organizational controls were not perceived to be important in influencing financial sustainability of 

NGOs in Kenya. The study recommends review of the appropriateness of balanced organization 

controls particularly in NGOs’ planning and reporting for enhanced organizational performance. 

Keywords: Strategic Leadership, Balanced Organisational Controls, Strategic Controls, Financial 

Controls, Feedback Controls, Financial Sustainability, NGOs 

Introduction 

Globally, civil society organizations (CSOs) play a critical role in development but they are 

facing huge challenges with respect to sustainability (Hayman, 2016). According to Khieng 

and Dahles (2015), non-profit organizations (NPOs) struggle to achieve financial and social 

sustainability due to the ever-changing operating environment marked by volatility, 

uncertainty, complexity and ambiguity (VUCA). Knowles and Wilson (2018) opine that 

leaders have a crucial function in safeguarding financial future of their organizations.  

According to Kenya’s NGOs Coordination Board (2019), local NGOs contribute enormously 

to development with annual expenditures of over Kshs 172.1 billion but often rely heavily on 

external funding for their programs. The Kenya National Council of NGOs (2018) contends 

that the high dependency on foreign donors has not only shifted interventions to match donor 

priorities but also limited financial sustainability. Indeed, majority of NGOs die in their nascent 

stages due to funding related problems. Unfortunately, it is not only NGOs that are affected 

when they cease their operations but also vulnerable communities who are deprived of the 

much-needed services. The Public Benefit Organizations Act, 2013 (PBO Act, 2013) envisages 

self-sustaining CSOs that are accountable and critical players in sustainable development.  

Cite: Oluoch, F. O., K’Aol, G., & Koshal, J. (2021). Influence of Balanced Organizational 

Controls on Financial Sustainability of NGOs in Kenya. The University Journal, 3(1), 

45-58. 
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Hitt, Ireland and Hoskisson (2016) contend that creating a sustainable organization requires 

visioning and agility which is founded on strategic leadership. Resourcing matters, and Finkler, 

Smith and Calabrese (2018) argue that financial sustainability is important for NGOs’ 

effectiveness and long-term survival. Becoming financially sustainable drives NGOs towards 

social sustainability (Eswaran, 2018; McClish & Reeve, 2018), and organizational leadership 

is duty bound to establish a framework of organizational controls that tracks progress towards 

achievement of sustainability (Center for Creative Leadership, 2017). 

Unfortunately, many organizations struggle with establishing balanced organizational controls 

that provide a framework tracking progress towards financial sustainability. Hitt et al. (2016) 

identify strategic and financial controls as part of overall organizational controls and suggest 

the need for strategic leaders to establish appropriate and adequate controls. Controls provide 

a structure to facilitate flexible and innovative behaviors that ensure organizations remains 

competitive within their sectors (Verburg et al., 2018). Organizational controls, both strategic 

and financial, are not only pointers to the direction of progress but also provide signals on 

corrective measures to be put in place. The dimensions of balanced organizational controls 

include strategic, financial and feedback controls.  

One of the challenges to achieving sustainability is tied to how sustainability strategies are 

translated into actions, and strategic controls are often deployed to integrate the strategies into 

organization-wide implementation framework (Beusch, Frisk, Rosén & Dilla, 2017). In other 

words, they support the tactics, actions and metrics that determine the extent of implementation 

of sustainable strategies, thus one of the drivers for sustainability (Harkin et al., 2016). 

Wakiriba, Ngahu and Wagoki (2014) posit that financial controls are the mechanisms by which 

an organization's resources are essentially directed, monitored and measured. They play an 

essential role in safeguarding the accuracy of reporting, eliminating any fraud including 

corruption, and protecting the organization's resources, both tangible and intangible (Lassou, 

Hopper & Soobaroyen, 2020). In addition, feedback controls assist the organization to keep 

track of its progress and support improved program implementation, accountability and impact, 

which may spell out progress towards financial sustainability.  The purpose of the study was 

to determine the influence of balanced organizational controls on financial sustainability of 

NGOs in Kenya. 

Literature Review 

Theoretical Review 

The independent variable is balanced organizational controls, and the study was anchored on 

strategic leadership theory by Hitt et al. (2016). Balanced organizational controls are described 

as ‘formal, information-based … procedures used by managers to maintain or alter patterns in 

organizational activities’. Generally, balanced organizational controls provide both a 

framework and a pathway on how an organization progresses towards its vision. Putting 

controls in place is possible once strategies have been translated into action plans (Beusch et 

al., 2017). These controls highlight deviations and suggest necessary corrective measures to 

improve performance. Hitt et al. (2016) categorise internal controls into strategic and financial 

controls, which entail information-based exchanges among organizational citizens; and 

financial controls based on appropriate metrics for use in evaluating financial performance 

respectively. On the other hand, feedback controls highlight the necessary corrective actions 

or adjustments, and are key in assessing the level of adherence to these controls and making 

necessary adjustments. 
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The dependent variable is financial sustainability, and this is underpinned by an operational 

model originated by Leon (2001) on four pillars of financial sustainability namely: strategic 

and financial planning; income diversification; sound administration and finance; and own 

income generation. These four pillars are in turn measured by specific indicators for financial 

sustainability, which have been revised to two specific measurements comprising of income 

diversification capability and fundraising potential. In operationalizing the conceptual 

framework, therefore, the variables have been broken down into measurable indicators both 

for independent variables and dependent variables. The resultant framework is given in Figure 

1.  

Figure 1: Balanced Organizational Controls and Financial Sustainability 

Empirical Review: Balanced Organizational Controls and Financial Sustainability 

Balanced organizational controls describe the systems, processes and tools that enable 

organizations to track their progress towards achievement of their goals (Center for Creative 

Leadership, 2017). The nature of controls may vary from organization to another but there is 

general agreement that the controls framework must support the strategic direction of the 

organization. Accordingly, Harkin et al. (2016) re-emphasize that organizational controls 

framework remains an inevitable mechanism, which ought to intervene in achieving superior 

performance. In such a case, the controls are the tracker against which performance is 

monitored. 

The use of logical framework (log-frame) is very common for planning purposes in NGOs 

across the world. A log-frame is a matrix that summarizes key elements of a project including 

purpose, outcomes, activities and inputs (Fushimi, 2018). Log-frames also integrate indicators 

of progress and means of verification as well as underlying assumptions required for successful 

implementation of projects. Consequently, they are also very useful as performance monitoring 

tools and go beyond projects to encompass organizational objectives. In the latter case, they 

provide the blueprint for organizational controls and can incorporate elements and indicators 

of financial sustainability. Bell and Morse (2018) support the shift from ‘talk the talk’ to ‘walk 

the talk’ through having well-defined sustainability indicators integrated in a log-frame. With 

respect to financial sustainability, the measures of income diversification capability and 

financial potential would be pivotal elements of balanced organizational controls in 

performance measurements. 

There is no doubt that organizations have to be innovate to stay relevant. It is, therefore, fitting 

that Wang, Yang and Zhang (2018) link organizational controls to innovation. In turn, 

innovation enhances organizational capability leading to competitive advantage and 

sustainability. In their research of 182 Chinese firms within innovation-intensive industries 

using survey data, the results indicate that strategic controls have a significant relationship with 

internal innovative activities (β = 0.264, p = .000). Generally, such controls subsequently 

graduate to enhanced performance (Sihag & Rijsdijk, 2019). On the contrary, Wang et al. 
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(2018) revealed that organizational controls within innovation-intensive industries do not have 

any significant effects on collaborative activities with external partners (β = 0.088, p > .01). 

These results while relevant in the private sector may instigate divergent views since NGOs 

are increasing establishing partnerships and collaboration for sustainability (Fowler, 2016).  

Overall, organizational controls in the context of this study encompass strategic and financial 

controls  as well as feedback controls (Hitt et al., 2016). The controls are defined both by the 

nature of policies and procedures, and systems in place to support implementation and 

monitoring. Verburg et al. (2018) posit that organizational controls need to provide a structure, 

which ensures that staff performance is enhanced. Additionally, the controls provide a 

foundation for knowledge management and overall organizational learning.  

Sihag and Rijsdijk (2019) synthesized effectiveness of organizational controls from 120 

independent samples through advanced meta‐analytic methods focusing on 23,839 

organizational controls–performance relationships. The results revealed that each control had 

a distinct performance effect, and that controls also function as complements to each other. 

Wijethilake (2017) carried out a survey of 700 multinational enterprises and local corporations 

in Sri Lanka, selected randomly from listed companies. The study scrutinized the mediating 

role of sustainability controls systems (SCS) on the relationship between sustainability strategy 

and corporate performance. The study found that SCS only partially mediated the relationship 

between sustainability strategies and corporate performance, suggesting a more proactive 

approach in implementing SCS. Stehnei, Irtysheva, Khaustova and Boiko (2017) recognize the 

impact of VUCA on societal development and underscore the effectiveness of controls in 

sustainable enterprises. In their investigation of Ukrainian companies, they conclude that 

designing good indicators within external and internal control mechanisms allows managers to 

conduct strategic surveillance to determine the progress towards sustainability.  

Wakiriba et al. (2014) in their study of financial controls and financial management targeting 

30 staff of Kenya’s public sector, and using descriptive research design found a significant 

positive relationship between the two variables. Financial controls measured through three 

latent variables: internal control systems, prudence, and accountability showed positive 

correlation with both – internal control and prudence (r= 0.394, p < .01); as well as 

accountability (r = 0.348, p < .01) with financial management. Locally, Mutinda and Ngahu 

(2016) examined internal financial control systems and its effect on financial sustainability of 

NGOs within Nakuru County. Pearson correlation coefficient established a positive 

relationship (r = .300, p = .007) between internal financial control systems as independent 

variable and the NGOs financial sustainability as dependent variable.  

Mpaata, Lubogoyi and Okiria (2017) conducted a study to determine the impact of financial 

controls on the performance of the Madhvani sugar factory in Uganda, and revealed a positive 

and significant correlation concerning effect of compliance with financial policies with 

associated procedures and performance [r = .774, p < .0001]. On the other hand, Balaraju 

(2016) states that feedback enables NGOs to identify their strengths and weaknesses, which 

contributes to measuring organizational effectiveness. Bonino and Warner (2014) conducted a 

literature review on what made feedback mechanism work for ten humanitarian agencies. In 

their study, they focused on two key questions regarding why and how organizations seek, 

process and respond; and what elements have the greatest impact with respect to effectiveness 

of feedback mechanism. The study revealed that feedback controls are only functional and 
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effective to the extent that information from target beneficiary is collected, acknowledged, 

documented and responded to.  

Methodology 

This section describes the approaches and methods used to make a determination on the 

research question. It details the research design in testing the relationship between independent 

and dependent variable. In addition, it provides details of the target population of the study.  

Research Design 

The study was aimed at analyzing the influence of balanced organizational controls on financial 

sustainability. Consequently, the study utilised quantitative research approach in testing the 

relationship between independent variable, balanced organizational controls, and dependent 

variable, financial sustainability. Furthermore, the study adopted descriptive correlational 

survey design to investigate the relationship. In terms of quantitative approach, the research 

utilized survey research, which provides numeric descriptions using questionnaires for data 

collection (Creswell & Creswell, 2017). The questionnaires were administered within a sample 

of the population in order to provide generalized conclusions (Babbie, 2015).   

Target Population 

The study focused on all national NGOs due to high death rate at their nascent stages 

particularly within their first 10 years of existence (NGOs Coordination Board, 2017). This 

dismal survival rate points out to sustainability challenges that curtail their ability to continue 

with their operations. For this study, the sampling frame consisted of the published list of 6,028 

active national NGOs in the register of the NGOs Coordination Board, and a total of 413 CEOs/ 

board members was sampled. For NGOs, important decisions such as establishing balanced 

organizational controls, which are crucial to the life and survival of organizations are made at 

strategic leadership level (Sargeant & Day, 2018).  

Results 

Correlation between Balanced Organizational Controls and Financial Sustainability 

Spearman's correlation analysis test was conducted to determine the relationship between 

balanced organizational controls and financial sustainability. The results of the Spearman's 

correlation analysis test between balanced organizational controls and financial sustainability 

are presented in Table 1. The results indicate a positive and significant relationship, r (393) = 

0.559, p ≤ .05. 

Table 1: Correlation between Balanced Organizational Controls and Financial 

Sustainability 

Variables 

Balanced 

Organizational 

Controls 

Fundraising 

Sustainability 

Balanced Organizational 

Controls 

Spearman's Correlation 

Coefficient 

1.000 0.559 

Sig. (2-tailed)   0.000 

N 393 393 

Fundraising Sustainability  Spearman's Correlation 

Coefficient 

0.559 1.000 

Sig. (2-tailed) 0.000   

N 393 393 

*Correlation is significant at p ≤ .05 level (2-tailed). 
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Chi-square Test for Balanced Organizational Controls and Financial Sustainability 

Chi-square test (χ²) was conducted to determine whether there was association between 

balanced organizational controls and financial sustainability. The results presented in Table 2 

indicate that there was a statistically significant association between balanced organizational 

controls and financial sustainability, χ² (16, N = 393) = 382.064, p ≤ .05.  

Table 2: Chi-square Test for Balanced Organizational Controls and Financial 

Sustainability 

 Chi-square Test Value 

Pearson Chi-Square 382.064 

df 16 

Asymptotic Significance (2-sided) 0.000 

N of Valid Cases 393 

Chi-square is significant at p ≤ .05 (2-tailed) 

One Way ANOVA for Balanced Organizational Controls and Demographic Variables 

One-way ANOVA was carried out to determine whether there were any significant differences 

between the means of balanced organizational controls and demographic variables of position, 

gender, age group, highest academic qualification, years served as a member of the strategic 

leadership team, number of years the organization has been in operation and sectors that the 

organization serves. The results of the one-way ANOVA are presented in Table 3. From the 

results, significant differences between the means of balanced organizational controls and for 

the following demographic variables: age-group, F(4, 388) = 3.118, p ≤ .05, highest academic 

qualifications, F(4, 388) = 3.369, p ≤ .05, and sector the organization serves, F(4, 388) = 2.451, 

p ≤ .05.   

Table 3: One-way ANOVA for Balanced Organizational Controls and Demographic 

Variables 

  

Sum of 

Squares df 

Mean 

Square F Sig. 

Position in the 

organization 

Between Groups 1.380 4 0.345 1.540 0.190 

Within Groups 86.930 388 0.224     

Total 88.310 392       

Gender of 

Respondents 

Between Groups 0.773 4 0.193 0.782 0.538 

Within Groups 95.949 388 0.247     

Total 96.723 392       

Age-group: Between Groups 10.446 4 2.611 3.118 0.015 

Within Groups 324.944 388 0.837     

Total 335.389 392       

Highest academic 

qualification 

Between Groups 14.903 4 3.726 3.369 0.010 

Within Groups 429.057 388 1.106     

Total 443.959 392       

Years served as a 

member of strategic 

Between Groups 2.795 4 0.699 1.082 0.365 

Within Groups 250.447 388 0.645     
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leadership team in any 

organization 

Total 253.242 392       

Number of years that 

the organization has 

been in operation 

Between Groups 10.717 4 2.679 1.497 0.202 

Within Groups 694.200 388 1.789     

Total 704.916 392       

Sector/s that the 

organization serves/ 

operates 

Between Groups 51.818 4 12.954 2.451 0.046 

Within Groups 2050.884 388 5.286     

Total 2102.702 392       

The mean difference is significant at p ≤ .05 (2-tailed). 

Ordinal Logistic Regression Analysis for Balanced Organizational Controls and Financial 

Sustainability: Assumptions for Ordinal Logistic Regression Analysis 

Ordinality Assumption Test for Financial Sustainability 

For this study, financial sustainability was measured using two constructs: income 

diversification capability and fundraising potential whose indicators were on a five-level Likert 

scale as follows: 1 = Very Small Extent, 2 = Small Extent, 3 = Moderate Extent, 4 = Large 

Extent, and 5= Very Large Extent. This depicts ordinal level of measurement, and thus, 

implying that the assumption was confirmed for this study. 

Test for Multi-collinearity Assumption  

Due to the ordinal scale of the study measurements, the assumption requires that the 

Spearman’s correlation coefficient is below 0.8 (r < 0.8) to indicate that variables of balanced 

organizational controls are not highly correlated with each other. Table 4 presents multi-

collinearity test results for balanced organizational controls, which show that some of the 

values for the independent variables were above the threshold (r ≥ 0.8), hence indicating 

existence of multicollinearity between strategic and financial controls (r = 0.815). 

Table 4: Multicollinearity Test for Balanced Organizational Controls 

  

Strategic 

controls  

Financial 

controls  

Feedback 

controls  

Strategic 

controls 

Spearman's Correlation Coefficient 1.000 0.815 0.726 

Sig. (2-tailed)   0.000 0.000 

N 393 393 393 

Financial 

controls 

Spearman's Correlation Coefficient 0.815 1.000 0.73 

Sig. (2-tailed) 0.000   0.000 

N 393 393 393 

Feedback 

controls 

Spearman's Correlation Coefficient 0.726 0.73 1.000 

Sig. (2-tailed) 0.000 0.000   

N 393 393 393 

*Correlation is significant at p ≤ .05 level (2-tailed). 

Consequently, a confirmatory test was carried out through determination of variance inflation 

factors (VIF) to verify if the level of correlation was problematic for ordinal logistic regression 

analysis. The results are provided in Table 5. Considering VIF cut-off of 5 and 10, with a 

corresponding tolerance close to 0.1 and 0.2, respectively, the findings show that the level of 

correlation for variables of balanced organizational controls was not problematic, and 

subsequent results of regression analysis are valid (Kalnins, 2018). 
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Table 5: Collinearity Diagnostics 

  Tolerance VIF 

Strategic controls 0.355 2.814 

Financial controls 0.286 3.498 

Feedback controls 0.458 2.181 

Dependent Variable: Fundraising Sustainability due to Balanced Organizational Controls 

Test for Proportional Odds for Balanced Organizational Controls 

The proportional odds assumption was examined through the test of parallel lines. In order to 

justify the assumption, the log likelihood ratio Chi-Square test, LR χ2 should have a significant 

value, p ≥ .05 (Harrell, 2015). However, with respect to balanced organizational controls, the 

result presented in Table 6 shows LR χ2 (2) = 8.474, p ≤ .05, thus the assumption was violated. 

However, violation of proportional odds assumption is not unique. This can be attributed to 

either the impact of other sub variables of balanced organizational controls or that there is no 

relationship between balanced organizational controls and financial sustainability. 

Table 6: Test of Parallel Lines for Balanced Organizational Controls 

Model -2 Log Likelihood Chi-Square df Sig. 

Null Hypothesis 29.445    

General 20.971 8.474 2 0.014 

The null hypothesis states that the location parameters (slope coefficients) are the same across 

response categories. 

Ordinal Logistic Regression Analysis and Hypothesis Testing for Balanced Organizational 

Controls 

The study sought to establish the extent to which balanced organizational controls influenced 

financial sustainability of NGOs in Kenya. As a result, ordinal logistic regression model was 

used to determine the extent to which balanced organizational controls predicted financial 

sustainability of the NGOs in Kenya. The hypothesis and the test are given below: 

H01: Balanced organizational controls have no significant influence on financial sustainability 

Test:  Logit [P(Y ≤ j)] = j – β1X1 +€ 

Goodness-of-Fit test criteria: Reject if p ≥ .05, Fail to reject if p ≤ .05 

Model Fitting Information 

Model fitting information test results presented in Table 7 show the log-likelihood that there 

was a significant improvement in the final model relative to the base model [χ² (4) = 92.313, p 

≤ .05]. Therefore, it gives better predictions with respect to balanced organizational controls, 

and consequently indicates that the model fits the data well.  

Table 7: Model Fitting Information for Balanced Organizational Controls 

Model -2 Log Likelihood Chi-Square df Sig. 

Intercept Only 183.660 
   

Final 91.347 92.313 4 0.000 

Link function: Logit. 
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Goodness-of-Fit 

The results of Goodness-of-Fit for balanced organizational controls given in Table 8 show that 

Pearson Chi-square statistic [χ² (2) = 8.061, p ≤ .05] provided significant test results. Only non-

significant test results (p ≥ .05) are pointers that the model fits the data well. This implies that 

balanced organizational controls have no significant influence on financial sustainability. 

Table 8: Goodness of Fit for Balanced Organizational Controls 

 Chi-Square df Sig. 

Pearson 8.061 2 .018 

Deviance 8.474 2 .014 

Link function: Logit. 

 

Pseudo R-Square 

The results presented in Table 9 show the three values of Pseudo R-Square coefficients for 

balanced organizational controls. The Nagelkerke R-Square value (R = .115) indicates that 

11.5% of variance in financial sustainability would have been explained by balanced 

organizational controls. 

Table 9: Pseudo R-Square for Ethical Practices 

Link function Logit 

Cox and Snell 0.084 

Nagelkerke 0.115 

McFadden 0.067 

Link function: Logit. 

Parameter Estimates for Balanced Organizational Controls 

The results provided in Table 10 show that the reference point is that strategic leaders strongly 

agreed (log-odds at X=5) that balanced organizational controls have a significant influence of 

financial sustainability to a very large extent (YFS = 5). In other words, for every one unit 

increase in those who agreed on the influence of balanced organizational controls (X5 = 4), the 

log-likelihood that financial sustainability being at or below the level of very large extent 

reduced by a factor of -2.072 within the log-odds scale (β5= -2.072), being significant (p ≤ .05). 

However, this is not valid given that the study established that effective organizational culture 

has no significant influence on financial sustainability of NGOs in Kenya. 
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Table 10: Parameter Estimates for Balanced Organizational Controls (X5 = BOC) 

 

Estimate Std. Error Wald df Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

Threshold [Y = 1] -6.951 0.582 142.735 1 0.000 -8.092 -5.811 

[Y = 2] -5.664 0.395 205.145 1 0.000 -6.439 -4.889 

[Y = 3] -3.352 0.292 131.792 1 0.000 -3.925 -2.780 

[Y = 4] -0.120 0.226 0.283 1 0.595 -0.562 0.322 

Location [X5=1] -4.356 1.372 10.083 1 0.001 -7.045 -1.667 

[X5=2] -2.233 0.814 7.525 1 0.006 -3.828 -0.638 

[X5=3] -3.523 0.384 84.219 1 0.000 -4.275 -2.770 

[X5=4] -2.072 0.284 53.209 1 0.000 -2.629 -1.515 

[X5=5] 0a 
  

0 
   

Link function: Logit. 

a. This parameter is set to zero because it is redundant. 

Discussion 

The study sought to establish the extent to which balanced organizational controls influence 

financial sustainability. Balanced organizational controls encompass strategic and financial 

controls as well as feedback controls (Hitt et al., 2016). Correlation results showed that 

balanced organizational controls had a positive and significant relationship with financial 

sustainability, r (393) = 0.559, p ≤ .05. The study results support a number of other studies. 

Wijethilake (2017) in their study showed a positive relationship between sustainability control 

systems and corporate sustainability. Separately, Mutinda and Ngahu (2016) studied internal 

financial control systems and its effect on financial sustainability of NGOs within Nakuru 

County. There was a positive correlation (r=.300, p=.007) between internal financial control 

systems as independent variable and the NGOs financial sustainability as dependent variable. 

At the same time, the study showed a relatively high correlation coefficient, r ≥ 0.815, between 

strategic and financial controls. Mpaata et al. (2017) conducted a study on the impact of 

financial controls on the performance of the Madhvani sugar factory in Uganda. The results 

evidenced a positive and significant correlation between compliance with financial policies and 

performance [r = .774, p<.0001].  

The Chi-square test showed existence of a statistically significant association between balanced 

organizational controls and financial sustainability, χ² (16, N = 393) = 382.064, p ≤ .05. The 

results are in line with a meta‐analytic study conducted by Sihag and Rijsdijk (2019) on 23,839 

organizational controls–performance relationships, which synthesized effectiveness of 

organizational controls. The outcome showed that balanced organizational controls were 

associated not only with performance but also that controls complement one another.  

The one-way ANOVA results determined that there were significant differences between the 

means for balanced organizational controls and for the following demographic variables: age-

group, F(4, 388) = 3.118, p ≤ .05, highest academic qualifications, F(4, 388) = 3.369, p ≤ .05, 

and sector the organization serves, F(4, 388) = 2.451, p ≤ .05. Studies have shown that there is 

a strong correlation between education levels and competency development (Fragouli, 2017). 

Furthermore, Bello-Pintado and Bianchi (2020) stresses that knowledge acquisition is an 
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important determinant of a firm’s growth. Integrating sustainability within organizational 

controls requires capacity development as well as risk management, which are typical of 

younger age-groups who are fairly educated. On the other hand, the study results have shown 

a relatively low population of millennials and relatively large proportion of those at leadership 

level of local NGOs having attained only middle level of education.  

Ordinal logistic regression analysis was designed to explore how balanced organizational 

controls predicted financial sustainability. However, there are specific assumptions that needed 

to be met for ordinal logistic regression to be valid. Significant results of the log likelihood 

ratio Chi-Square test, [LR χ2 (2) = 8.474, p ≤ .05], required to validate the proportional odds 

assumption showed that it was violated. While the analysis determined that ordinal logistic 

regression model for balanced organizational controls provided good predictions [χ² (4) = 

92.313, p ≤ .05], the significant results for Pearson Chi-square statistic [χ² (2) = 8.061, p ≤ .05] 

indicated a poor model fit, thus failing to reject the null hypothesis.  In other words, balanced 

organizational controls did not predict financial sustainability of NGOs in Kenya. This premise 

supports study findings by Mutinda and Ngahu (2016) who revealed a regression analysis of 

R2 = 0.289 (p ≥ .01), which indicated that the internal financial control systems did not have 

any statistically significant effect on financial sustainability of NGOs in Nakuru County.  

However, this study finding contradicts other studies. Wijethilake (2017), in a study of 175 

multinationals and corporations in Sri Lanka, found out that sustainability control systems 

when utilized within the context of sustainability strategy translated partially into sustainability 

performance. Sihag and Rijsdijk (2019) also established that each organizational control had a 

predictive effect on performance. Indeed, this study established that the corresponding 

parameter estimates for ordinal logistic regression indicated that an increase on the influence 

of balanced organizational controls reduced the log-likelihood of financial sustainability (β5= 

-2.072, p ≤ .05) within the log-odds scale. However, the significant results for Pearson Chi-

square statistic for ordinal logistic regression [χ² (2) = 8.061, p ≤ .05] showed a poor model fit. 

Hence, a possible reason for this contradiction may be low understanding of the functions of 

organizational controls, and leadership challenges in choosing appropriate control indicators 

that feedback on financial sustainability. Being able to choose the appropriate controls and 

metrics for financial sustainability determines what is measured and managed in order to 

provide the right direction and results.  

Discussions with the NGOs sector leadership revealed that the need for integrating 

organizational controls and measures within the sector is relatively new. Much of the work in 

the NGO sector has been driven by passion for a particular cause without due emphasis on 

measurable impact. Stehnei et al. (2017) investigated Ukrainian companies with respect to the 

impact of VUCA and concluded that having good indicators allows strategic surveillance to 

determine the progress towards sustainability. Locally, the infusion of professionalism in 

NGOs’ work in the recent past has called for impact-driven organizations that ought to be 

supported by proper and adequate organizational controls. However, a corresponding training, 

capacity development and exposure have not been developed on how these are integrated in 

organizational systems (NGOs Coordination Board, 2019).  

Conclusion 

The study concluded that balanced organizational controls were not perceived to be important 

in influencing financial sustainability of NGOs in Kenya. While ordinal logistic regression 

analysis for balanced organizational controls showed good prediction (β5= -2.072, p ≤ .05), the 
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proportional odds assumption was violated, [LR χ2 (2) = 8.474, p ≤ .05]. Subsequent Goodness-

of-Fit test indicated significant results for Pearson Chi-square statistic [χ² (2) = 8.061, p ≤ .05] 

indicating a poor model fit, thus failing to reject the null hypothesis. Hence, balanced 

organizational controls do not significantly influence financial sustainability of NGOs in 

Kenya. 

Generally, balanced organizational controls are important in setting targets for financial 

sustainability, managing resource utilization and incorporating feedback for enhanced 

performance. However, the results of ordinal regression analysis revealed that balanced 

organizational controls do not significantly predict financial sustainability of NGOs in Kenya. 

This may be attributed to the fact that NGOs reporting requirements are biased towards income 

and expenditure without due regard to how the funds are raised. Therefore, the study 

recommends a review of the reporting framework required of NGOs especially by the NGOs 

Coordination Board to align technical and financial reports through an integrated monitoring 

and evaluation (M+E) structure.  
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