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Church Related Organizations (CROs) contribute largely to social and economic 
development. But many of them in developing countries are today facing a financial 
crisis due to many years of dependency on foreign donations for their diaconal 
work and as donor support declines. This empirical doctoral thesis in Business 
Management analyses key determinants for financial sustainability of CROs in Kenya. 
Key factors for financial sustainability are asset management, donor diversification, 
own income generation and the donor relations. The book is relevant for Board and 
management of CROs and other civil society organisations CSOs, for finance officers, 
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ABSTRACT 

The main purpose of this study was to examine the key determinants 
of financial sustainability of Church Related Organizations (CROs) in 
Kenya. The study was guided by five hypothesized predictors of 
financial sustainability, namely financial management, resource 
management, income generation, income diversification and 
stakeholder/donor relationship management. The study employed a 
cross sectional survey research design. The target population comprised 
members of the governing bodies in the selected CROs, 
development/donor partners, general secretaries, Church leaders 
together with past and present executive/programme staff. The sample 
consisted of one hundred and six eight respondents (N=168) out of 
whom one hundred and thirty one (131) responded. Sample size 
determination formula was used to arrive at the sample. The instruments 
for data collection included questionnaire and self-administered 
interview guide. The collected data was processed using a computer 
application, namely Statistical Package for Social Sciences (SPSS 
Version 17). The research findings were analysed and presented using 
means and percentages. To establish the predictors of financial 
sustainability, and their relationships, regression analysis was used. 
From the analysis, the study revealed that there existed significant 
relationship between all the predictors (Financial Management (04), 
Resource Management (.02), Income Diversification (.001), Income 
Generation (.006), and Financial Sustainability (FS) except Donor 
Management predictor at a significance level of .17. The study 
concluded that financial management, resource management, income 
diversification and income generation can significantly predict financial 
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sustainability of CROs.  The study recommends remapping of traditional 
financial management strategies of Church Related Organizations 
through drawing effective roadmaps that are guided by action and 
objectively verifiable indicators of sustainability in order to realize 
financial sustainability.  
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1 

INTRODUCTION 

1.1 Background of the Study 

The background of the study is meant to provide a roadmap to the 
statement of the problem, thus providing background and a foundation 
of the study.  The first part presents an overview of Church Related 

Organizations (CROs). The second part describes briefly the key theme of 
the study, namely financial sustainability in relation to CROs. The third 
part covers the theme of financial sustainability from global, regional 
and local (Kenyan) contexts. The last part discusses briefly the 
dependency challenges facing CROs in relation to financial 
sustainability. 

1.1.1 Church Related Organisations 

CROs, especially in developing countries, continue to face numerous 
financial crises due to declining financial support from their traditional 
funders. The net worth of most of these organisations is shrinking, a 
factor accompanied by chronic unmanageable budget deficits. The 
reduced funding has been attributed to the world-wide economic 
recession, to changing domestic and international priorities in the north 
which in turn have affected the volume and nature of available aid. Even 
CROs that had established successful local fundraising strategies can no 
longer be complacent due to the pressing demands of poverty and the 
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need for local fundraisers to attend to social needs. 
 Research conducted by the Christian Organisations Research 

Advisory Trust (CORAT), a Pan-African Christian research and 
consultancy body, on the “Sustainability of the Social Ministry of 
Churches and Church Related Organisations in Africa” revealed that of 
the 17 CROs interviewed, 18% claimed to be fairly sustainable while 
82% claimed to be in a survival mode or moving towards a crisis, 
demonstrating that sustainability for many CROs is a priority issue 
(CORAT Africa, 2002). In 1996, the All Africa Conference of 
Churches, in response to calls from its 173 member Churches, organized 
an international symposium on the “Sustainability of the Church in 
Africa” in which delegates called for a determination to overcome the 
dependency crisis in the Church (AACC, 1996). They further called for 
Church leadership in Africa to “conceptualize the insight and articulate 
the stroke which will cut the Gordian knot inhibiting Church financial 
growth in Africa”. In 2009, the mega-rich Trinity Anglican Church in 
New York commissioned six African Anglican Bishops to explore the 
possibilities of rendering the Anglican Communion in Africa financially 
sustainable. 

Meanwhile, as the 21st century wears on, Churches and their related 
organizations in Kenya are faced with enormous challenges that call for 
more financial resources, thus acknowledging socio-economic and 
political developments that leave some aspects of society in poverty, 
drought and HIV/AIDS. In the author’s 25 years of working with the 
Church and its related organizations at national and continental levels in 
leadership development and stewardship of resources, he has always 
been troubled by the fact that African Churches depend heavily on 
external funding for any semblance of sustainability. This dependency 
has more or less reduced Bishops and other leaders to the status of 
ecumenical beggars. During visits to Churches across the continent, 
incidents of funding cuts were observed, resulting in pain and 
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despondency followed by the loss of jobs in projects hitherto supported 
by donors. 

 How is it that some Churches are able to sustain themselves while 
others cannot? The African continent has enormous potential but it 
remains a potential which has never been translated into prosperity. 
Abject poverty, not riches, characterizes Africa (AACC’s perspective on 
Africa, March 18 – 20, 1996). 

 In response to these challenges, some Churches in Kenya, like 
Churches in other African countries, are turning to new sources of 
income generation, giving importance to their social ministry and 
economic development among the faithful; in the absence of such 
initiatives, it will be difficult to proclaim Christ to people who are daily 
becoming poorer (The Economy of Kenya, Pastoral Letter of Kenya 
Episcopal Conference, 1999). 

 Already, Churches like the Anglican Church of Kenya and the 
Methodist Church of Kenya are embarking on social entrepreneurship 
initiatives like real estate developments, and guest houses. Christian 
managers of small enterprises see participation in business as 
opportunity to “incarnate” Christian values into every aspect of 
business. Stevens (1994, p 3) argues: 

Adam and Eve were called to be priests of creation, to “work it and 
take care of it” as trustees and stewards (Genesis 2:15). Further, the 
command to “fill the earth and subdue it” (Genesis 1:28) and “rule 
over it” (Genesis 1:26) involves developing and enculturating the world 
(Genesis 4: 19 – 22). The world was not made for Adam and Eve and all 
of us who are restored to our human vocation through new life in Christ 
have three full - time jobs: communion with God, community building 
and co-creativity with God. 

The current option for many African Churches and their related 
organisations is, “change or perish”… The reality which is deemed 
changeless and absolute is in fact constantly changing. The time has 
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come to take a serious look not only at what we are doing, but also – and 
more importantly- at how, why we do what we do. The statistics of most 
mainline denominations clearly indicate that something is wrong. 
Churches are losing members; Churches are struggling financially. 
Church attendance is down.  Mission giving is on the wane. What 
worked well in the past is not working today (Dick, 2002).  

The fact is that the funding landscapes of local Churches - both in 
Africa and the Western world – have changed dramatically in the last 
fifty years. Whereas the world is changing at lightning speed because of 
competition from new emerging economies, globalization and 
technology, the maps that define Churches and the related financial 
practices including budgeting, pledging and tithing have not kept pace 
with these changes (Dick, 2002). 

1.1.2 An Overview of Financial Sustainability in Relation to CROs 

Financial sustainability reflects the ability of an organization to 
maintain its diverse capacities (Bowman, 2008). Given the everyday 
dynamics determined by the economy, politics and technology, among 
other factors, both for-profit and non-profit organizations are faced by 
several challenges. The financial capacity of an organization comprises 
resources that provide an organization with the ability to seize 
opportunities and to react to unexpected threats while continuing to 
manage general operations of the organization (Bowman, 2011). Given 
that most non-profit organizations, including CROs, serve in high-need 
communities that require consistent and continually available services, 
the challenge is even more pronounced. The goal of financial 
sustainability for non-profit organizations is to maintain or expand 
services within the organization while developing resilience vis a vis the 
occasional short-term economic shocks (Bowman, 2011). However, the 
extent to which these organizations have been able to create and sustain 
financial bases has been wanting.  



Introduction   21 
 

 

In essence, an organization with sustainable long-term prospects may 
be unsustainable in the short-term, susceptible to the vagaries of cash 
shortfalls. An organization with short-term but not long-term 
sustainability may have adequate cash on hand but inflation will 
diminish the value of its assets over time (Bowman 2011). These two 
conditions elaborated by Bowman apply to both profit and non-profit 
organizations.  

In order to understand the several issues related to CRO financial 
sustainability, it is important to identify and understand the long-term 
goals of a given organization. While the ultimate goal of profit-making 
organizations is to acquire profit and market share, the goal of non-profit 
organizations, on the other hand, is to fulfil the organization’s social 
mission (Hackler and Saxton, 2007). By integrating a spiritual 
dimension to its mission, the CRO will certainly accomplish more than 
its declared social mission. However, one of the main identities of the 
CRO is its non-profit character, operating under environments and 
conditions like other non-profits that are not attached to Churches. 
Under these circumstances, the financial sustainability of non-profit 
organizations continues to face great challenges.    

Which elements, generally under the domain of non-profit 
organizations, help to maintain some level of CRO sustainability? The 
answer to this question lies in the ability of CROs to maintain consistent 
and quality programming and services.  For non-profit organizations, the 
ultimate goal is to prioritize organizational plans that identify 
opportunities to manage short-term financial flux while making progress 
toward meeting long-term social and financial objectives (Lisa, 2012). 
This kind of orientation keeps CROs on track, but not necessarily 
sustainable. 

 The two core challenges facing CROs include, but are not limited to, 
the need to maintain financial sustainability and to pursue the 
organizational mission and maintenance of consistent and quality 
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programming over time. In order to counter these challenges, these 
organizations must be guided by a sustainability strategy. Along this line 
of thought, Bell, Masoka, and Zimmerman (2010) maintain that the 
success of non-profit organizations (including CROs) cannot be 
measured only by their high-impact programs if there is no effective 
accompanying strategy for sustaining the organization financially. In 
other words, CROs must embrace sound financial sustainability 
strategies even as they maintain their high impact programs. In contrast 
to the traditional for-profit business model that focuses primarily on 
making a profit for the benefit of owners and shareholders, non-profits 
must assess their effectiveness in terms of their profitability together 
with their social mission impact (Bell, Masoka, & Zimmerman, 2010). 
CROs, should therefore determine whether or not their programmatic 
activities are effective from a holistic perspective and whether the 
results are commensurate with the cost of the effort. When such 
deliberations are made, and effective interventions undertaken, these 
organizations are likely to gain momentum in their quest for financial 
sustainability. 

1.1.3 Financial Perspective of CROs from a Global Context  

The world has continued to experience a rapid growth of Churches 
and CROs. According to NCCS (2007), CROs constitute 82% of the 
non-profit social service providers.  The role of these organisations in 
social transformation has been commendable. They have been found to 
be successful in curbing poverty and social decay (U.S. Department of 
Health and Human Services, 2010).  However, despite their critical role 
in providing social services and interventions, these organizations have 
been susceptible to financial instability.  

In the context of the global arena, the financial support for CROs has 
not become sufficiently stable to maintain social services commensurate 
with the growth of the Church. Churches are membership supported 
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(Burlingame, 2004); during times of fluctuating economies, membership 
donations reflect such fluctuations (Boddie & Cnaan, 2006; Burlingame, 
2004). Bilateral and multi-lateral organizations continue to support 
CROs. For instance, the Jewish Federations of North America 
representing 157 Jewish Federations raise and distribute nearly $3 
billion annually for social services through a network of faith-related 
organisations.  Lutheran Services in America reports that its member 
agencies across the country managed a budget of more than $16 billion 
in 2005. Feeding America serves more than 37 million people each year 
through 61,000 local faith-related agencies (President’s Advisory 
Council, 2010). In fiscal year 2005, approximately $371 million, or 
nearly 60 percent of the Corporation’s available grant funding, was 
awarded to CROs and other community-based organisations 
(Corporation for National and Community Service, 2006). Despite such 
generous funding, many recipient CROs find that donor funding is never 
sufficient to meet all program needs, rendering their financial 
sustainability uncertain. Changes in funding, especially during turbulent 
global economic times, ensure that these organizations remain 
vulnerable. 

During times of economic hardships, tithes and offerings available to 
Churches of any size are negatively impacted, while small to medium 
sized Churches, with memberships of 2,000 people or fewer, have very 
considerable difficulty in sustaining their social service programs.  

The Giving USA Foundation (2003) has made available 40 years of 
statistical information on the inflation-adjusted dollars (in billions) given 
to religious organisations across the nation. Funding from North to 
South has been in decline.  During the 40 years from 1962 through 2002, 
for instance, national giving by religious organisations averaged a 3% 
increase or a 2% decline from year to year while 10 of the 40 years 
reported a 3.6% decline in funding compared to the previous year. thus 
preventing Churches from sustaining the CROs needed to curb poverty 



24   Financial Sustainability of Church Related Organizations 
 

 

and social decay at the community level (Dees, Emerson, & Economy, 
2001).  

Traditional funding from Church membership and from recently-
instituted federal and state government grants are not sufficient to 
financially sustain CROs and the services they provide. Financial 
sustainability of CROs is complex, especially if finances are dependent 
on donor funding. Donor funding is economically driven and 
economically dependent. Meanwhile, the requirements for access to 
government grants have not been easy for CROs (Wuthnow, 2004). 
Funding from Church membership, like funding from grant sources, is 
an unstable source of revenue for sustainable social service delivery. 
Churches have tried a variety of alternative means for raising funds, but 
they have not been found suitable for sustaining social services because 
such service provision is costly and must be maintained at an even keel 
(Boddie & Cnaan, 2006). Most grant funding is destined for non-
religious social service programs. CROs must adopt financially 
sustainable models like a faith-based social venture enterprise business 
model which combines the best practices of business, non-profit, and 
religious activities in the interest of social service provision and support 
without compromising religious expression (Ebaugh, Chafetz, & Pipes, 
2006).  

The problem of financial sustainability among CROs is global, 
affecting local as well as international organizations. Donor funding as 
the primary source of money for non-profit organization fluctuates, 
depending on the performance of the global economy. When the global 
economy is in flux, local organizations are adversely affected; CROs 
linked to donor funding suffer and some may even be forced to forfeit 
their operations. 
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1.1.4 The Role of CROs and their Financial Sustainability 
in the African Context 

Development history in all of Sub-Saharan Africa has in many ways 
hinged on the roles played by Churches and their related organisations. 
Together they are widely recognized as contributors to governance and 
public performance in various areas including a) public policy and 
decision-making relating to values and morals, electoral processes, 
promotion of transparency and information strategy, b) social justice and 
the rule of law, c) enhanced social service delivery and d) facilitating 
and supporting reconciliation and peace building in conflict areas 
(Narayan, 2000).  

Indeed, because of the tangible and intangible proximity to society 
and diverse communities, Churches have the great potential to add value 
to development by mobilizing highly motivated voluntary service.  

African communities, African governments and international bodies 
increasingly recognize that the continent’s many CROs are important 
actors in the development field. In areas ranging from education to 
health care and women’s rights, CROs, among other organizations, have 
pioneered innovative ways to address deep-seated problems and have 
participated in important partnerships with many organisations including 
the United Nations, the World Bank and USAID. Taken together, these 
efforts constitute a significant portion of development work in Africa 
(Berkley Centre for Religion, Peace and World Affairs, 2009). The irony 
of the development efforts of the Church and CROs is that they have not 
put in place corresponding financial strategies towards the sustainability 
of their social development programmes. This is a challenge and a threat 
to the work of the Church and its long-term influence in society. 

Most Churches and related organisations in Africa, and especially 
those with origins in the western world, have continued to depend 
heavily on financial assistance from their so-called development 
partners to operate their programmes. Churches and non-profit 
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organisations are also perceived to be inefficient in the management of 
financial and other resources because most often there is no bottom line 
or yardstick (in contrast to their for-profit counterparts) to measure 
performance. As Anheier (2005) states it: ‘a CRO has several bottom 
lines because no price mechanisms are in place to aggregate the 
interests of clients, staff, volunteers and other stakeholders and to match 
costs to profit, supply to demand and goals to actual achievements’. 
This, according to management expert Drucker (1990), would render 
non-profit organisations in greater need of management and good 
governance than counterpart for-profit organizations, taking cognizance 
of their environment (managing diverse constituencies, stakeholders and 
multiple revenue sources) and their internal components (board, staff, 
volunteers, members, clients and users).  

Since a considerable number of CROs in Africa are operated by 
mother Churches with roots in the western world, their financial 
sustainability is very much tied to western donors.  When funding cycles 
change, these organisations are the first to be affected. They are unable 
to operate their programs, and thus their role is limited.  

Donor dependency is one major factor of CRO instability in Africa, 
though this study explores many other factors of financial instability 
among CROs.  

1.1.5 Financial Sustainability and Related Organizations in Kenya 

Churches in Kenya are by definition considered as part of the not-
for-profit or NGO sector. According to the Kenya NGO Coordination 
Act (1990), not-for-profit organisations (including CROs) are 
categorized with private voluntary groups or associations operated not 
for profit or for other commercial purposes. Instead they have organized 
themselves nationally and internationally for the promotion of social 
welfare, development, charity or research through mobilization of donor 
resources.  
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According to the CIA world fact book (2006), there are four 
thousand registered Churches in Kenya. The old denominations 
currently referred to as the mainstream Churches include the Roman 
Catholic, Anglican, Full Gospel, Presbyterian, Methodist and Baptist 
Churches (Musila, 2009).  Lately the country has witnessed the 
mushrooming of what are referred to as Pentecostal Churches: Nairobi 
Pentecostal Church, Light House Chapel, Redeemed Gospel Church, 
Deliverance Church, Jesus is Alive Ministries and Jubilee Christian 
Centre, among others.  

In addition to their core business of spiritual nourishment, these 
Churches have become engaged over time in many development 
initiatives, alleviating many forms of poverty and fighting injustices and 
ignorance.  With the help of overseas partners, Churches together with 
their related organisations in Kenya have provided modern medical 
services, western style education, new techniques in agriculture, safe 
drinking water, civic education and election monitoring (Oladipo, 
2001).  In the view of these Churches, development must include the 
enrichment of the body, mind and soul of individuals and communities.   

In the promotion of these services, Churches in Kenya, like  
Churches in other African countries, have established specialized 
ministries in the form of ecumenical organisations, theological 
institutions, guest houses, Church Hospital Associations, Church 
Commissioners of Kenya [the investment wing of the Anglican Church 
of Kenya], and the Association of Evangelicals, all Church-related 
organisations carrying out a broadly-mandated social development 
agenda.  

CROs in Kenya, just like their counterparts across the African 
continent, have their share of financial sustainability challenges. These 
organizations face financial crises due to dwindling financial support 
from their traditional donors, calling inevitably for some kind of 
adjustment. The net worth of these organisations is shrinking even as 
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chronic budget deficits become unmanageable. The reduction in 
available funding has been attributed largely to the world-wide 
economic recession, to changing domestic and international priorities in 
the north which affect the volume and nature of funds available to aid 
agencies. Even those CROs that had designed successful local 
fundraising strategies can no longer be complacent due to the demands 
of continuing poverty and the need to address local social needs. 

 Research conducted by CORAT on the sustainability of the social 
ministries of Churches and CROs in Africa, revealed that of the 17 
organisations interviewed, 18% claimed to be fairly sustainable while 
82% claimed to be barely surviving or moving towards a crisis of some 
kind. For these organisations, sustainability is a priority issue (CORAT 
Africa, 2002). The findings of this study point to the deep underlying 
sustainability issues facing Churches in Kenya and across the African 
continent generally. 

 Many Churches in Kenya together with their related organisations 
face the grim prospect  of ‘change or perish’. Statistics from mainline 
denominations indicate clearly that something is amiss with CROs. The 
Church is losing members and is struggling financially more than ever 
before (Dick, 2002).  

Certain interventions must be undertaken to ensure the sustainability 
of the Church and its related organisations in Kenya. 

 The challenge facing the Church in Kenya is common to Churches 
all over Africa. It is the challenge of possessing finances sufficient to 
sustain existing programs. The situation is exacerbated by the fact that 
the financial profile of local Churches and related organisations has 
changed dramatically during the past 50 years. Whereas the world is 
changing rapidly because of competition from new emerging Churches, 
globalization and technology, the maps that define Churches together 
with their budgeting, pledging and tithing practices have not kept pace 
with these changes (Dick, 2002). The Church must make changes 
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commensurate with the global changes or perish. This study seeks to 
establish the major determinants of CRO financial sustainability even as 
it seeks to identify the way forward toward more stable Church 
organisations in Kenya.    

1.2 Statement of Problem 

CROs in Africa have been significant and active contributors to 
society’s welfare since the beginning of this century (Nayaran 2000). 
There is no doubt that many have provided distinguished community 
services, exercised political influence and gained considerable public 
profile. These organisations range from small district operations with 
volunteer staff, to large-scale, national, professionalized organisations 
employing large numbers of people. They expend significant sums of 
money in their normal course of work. Some of these CROs have 
assumed expanded service delivery roles on behalf of governments that 
are outsourcing social welfare delivery and relying on funding from the 
International Monetary Fund and World Bank. This role being 
undertaken by CROs was recognized by the World Bank’s ‘Directorate 
of Faith’ (2007) based on the maxim that poverty cannot be fought 
without attending to people’s spiritual dimension and its manifestations 
in the leaders of religious institutions (Marshall, 2007). 

 The irony of the situation is that the social development services 
provided by CROs is dependent largely on donations and grants from 
European and North American NGOs or their respective governments 
with little inherent capacity for financial sustainability. In the quest for 
sustainability, CRO dependency on foreign aid is a worrying factor for 
the following reasons: i) a Christian body which remains dependent on 
external assistance, support and guidance will never grow beyond 
infancy, ii) dependency reflects a deficiency of creativity and 
innovativeness, iii) dependency on foreign donors violates the “3-self 
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principle”, namely, self-governing, self-propagating and self-supporting, 
iv) funding from foreign sources creates vulnerability to foreign 
economic and political manipulation, vi) perpetual aid has never 
developed any country, for in an aid environment recipient governments 
are less interested in fostering entrepreneurs and the development of a 
middle class (Moyo 2009).  

Abrupt cuts in donor funding have caused pain and despondency to 
many, factors accompanied by job losses in projects supported by 
western donors. Some Churches and related organisations, dependent on 
western donors, have been forced to review their structures and adjust 
them to conform to the recipient conditions imposed by western donors.  
With the mentioned problems, it is evident that a deliberate attempt must 
be made to overcome the dependency crisis if the Church is to remain 
authentic and relevant in its prophetic witness and mission. Key 
determinants of financial sustainability of CROs must be identified in 
order to deliver this organisation from the yoke of dependency. 

 Further, the available literature on the sustainability of organisations 
lays much emphasis on non-profit organisations without much reference 
to CROs whose services feature an additional spiritual dimension. Thus 
there is scanty economic, financial and management literature guiding 
CROs in management vis-à-vis the growing threat to their ability to 
continue operations of their social development programmes.  
Therefore, based on the underlying financial sustainability issues facing 
CROs today, and the missing gaps in the related literature, this study 
examines the key determinants of financial sustainability of CROs in 
Kenya with the intent of identifying a sustainable financial CRO 
roadmap. 
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1.3 Objectives of the Study 

1.3.1 General Objective 

The main objective of this study is to examine the determinants of 
financial sustainability of CROs in Kenya. 

1.3.2 Specific Objectives 

Specifically, the study is guided by the following objectives: 

i) To assess how financial management strategies affect the 
financial sustainability of Church Related Organisations in Kenya 

ii) To determine how the diversification of income affects the 
financial sustainability of CROs in Kenya 

iii) To describe how donor relationship management by CROs 
affects financial sustainability in Kenya. 

iv) To provide roadmap to CROs’ financial sustainability  

1.4 Research Questions 

i) To what extent do financial management strategies contribute 
towards greater improvements in CROs finances in Kenya? 

ii) Does the income diversification and management affect the level 
of Financial Sustainability of CROs in Kenya? 

iii) How does the donor relationship management by CROs affect 
their financial sustainability? 

iv) What does the roadmap to CROs’ financial sustainability entail? 

1.5 Study Hypotheses 

• The following hypotheses were tested. 
• H1: There is a significant positive relationship between sound 

management of resources and financial sustainability of CRO’s 
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• H2: There is a significant positive impact of own income 
generation on Financial Sustainability of CROs 

• H3: Income Diversification significantly increases the level of 
Financial Sustainability of CRO’s 

• H4:There is a positive impact of Donor Relationship Management 
by CRO’s on their financial sustainability 

1.6 Significance of the Study 

The significance of this research is anchored in the strategic role that 
Churches and their related organisations play in Kenya and Africa. First, 
the Church is the custodian and champion of values and beliefs that 
radically challenge and are diametrically opposed to the dominant forces 
prevalent in this world. Secondly, by holding these values and beliefs 
the Church is equipped “to change situations where people suffer from 
injustice, where complacency blinds the wealthy with regard to their 
obligations and responsibilities towards the excluded, vulnerable and 
disadvantaged” (Evans, 2002).  

The Church is non-partisan and serves the whole of society; the 
family, the community, the government, the rich and the poor. Since its 
inception, the Church has been a major and legitimate player in 
development work, in fulfilment of God’s own mission in the world. 
Therefore, the sustainability of the Church is in the interest of society. In 
addition, substantial resources pass through the Church and CROs for 
the enhancement of economic development. The findings of this 
research are intended to add to the knowledge and understanding of the 
strategic financial management and sustainability of CROs in Kenya and 
Africa. 

This study is also intended to enrich theory, to model the financial 
sustainability of CROs  in their social service delivery, to generate 
greater awareness among CROs on the importance of having a proper 
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and practical financial sustainability framework as a vehicle to 
organizational effectiveness and sustainability and to provide useful 
empirical knowledge regarding factors that impact and contribute to the 
successful adoption of the financial sustainability of CROs and other 
donor dependent organisations. The findings are also expected to 
challenge western donor agencies to go beyond the traditional provision 
of funds and to build the capacity of Churches after donor funds and 
personnel have been withdrawn, thus enhancing the prospects of CRO 
sustainability for the benefit of individuals, families, communities and 
systems that depend on their efforts. 

1.7 Scope and Limitation of the Study 

Creswell, Castetter & Heisler, (1994) argue that delimitation and 
limitation help to establish boundaries and expectations inherent in any 
research study. This study is limited to an examination of the 
determinants of financial sustainability of CROs in Kenya, including 
financial management strategies, resource management, income 
generation, income diversification and donor relationship management. 
Geographically, the study covers various CROs, generally operational 
within mainstream Churches in Kenya, namely,   the Roman Catholic 
Church, the Anglican Church, the Full Gospel Church, the Presbyterian 
Church of East Africa, the Methodist Church and the Baptist Church 
(Musila, 2009). The CROs were selected from 6 regions in Kenya, 
namely, Nairobi, Rift Valley, Eastern, North Eastern, Western and 
Coast. Within these organisations, members of the governing bodies in 
the selected CROs, development/donor partners, general secretaries, 
Church leaders and executive/programme staff were involved. These 
participants were targeted because of the critical information they were 
deemed to possess regarding the determinants of financial sustainability 
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of CROs in Kenya. The study was undertaken within a four-year period, 
from 2009 to 2013.  

1.8 Organization of the Study 

Chapter one serves as the introduction to this study. It contains the 
background of this study in relation to the determinants of financial 
sustainability of CROs in Kenya.  Other segments of the chapter include 
the following:  a statement of the problem being researched, research 
objectives, research questions, significance of the study, scope and 
limitations of the study, conceptual framework, operational definition of 
key terms, and organization of the study. Chapter two presents the 
definition of key terms, literature on the Church and financial 
sustainability of non-profit organisations with particular emphasis on 
Church Related Organisations. 

Chapter three presents a review of related literature on financial 
sustainability of CROs. The first segment presents review of theories 
upon which the argument of financial sustainability of these 
organisations is built. The second segment highlights empirical literature 
related to the financial sustainability of CROs. A third segment of the 
chapter covers the conceptual framework of the study. Chapter four 
describes the research design and methodology that the researcher used 
for purposes of this study. The chapter identifies research design and the 
target population, it describes the sample and sampling procedures and it 
describes the instruments of data collection and data analysis 
procedures. 

Chapter five consists of data analysis with regard to the determinants 
of financial sustainability for CROs. The first segment presents the 
results of the study using mean scores. Further, the interpretation and 
discussion of the findings are presented under respective segments of the 
chapter. The second segment presents four hypotheses of the study on 
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the key determinants of financial sustainability of CROs. The third 
segment presents the qualitative data from development partners before 
drawing the conclusion of the chapter.   

Chapter six synthesizes the findings toward informed conclusions 
derived from the field data. The results are interpreted and synthesized 
using research questions, hypotheses, assumptions and reviews of the 
literature. Recommendations and areas for further investigations are also 
included in this chapter. 



 
 



 
 

2 

THE CHURCH AND FINANCIAL 
SUSTAINABILITY 

2.1 Introduction  

This chapter presents definition of the key terms, literature on the 
Church and financial sustainability of non-profit organisations with 
particular emphasis on Church Related Organisations (CROs). The 
sources of literature included mainly books, journals, and web articles.  

2.2 Definition of Key Terms 

This segment presents the definitions of key terms used in this study. 
The terms are defined in context and presented in alphabetical order.  

2.2.1 Church Related Organisations 

Church Related Organisation is defined as a religious organization 
affiliated or identified with one or more religious organizations (Fritz, 
2012). In this study, the term has been used to refer to the religious 
related organisations whose services are not purely for profit making. 
The term is interchangeable with ‘Faith Based Organisations’ (FBOs) or 
‘Church Based Organisations’ (CBOs). 
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2.2.2 Determinants 

According to Soanes, C., & Stevenson, A. (2004), the term 
determinant means a factor which decisively affects the nature or 
outcome of something. The term is used in this study to imply the 
factors which decisively affect the nature or outcome of the financial 
sustainability of CROs. 

2.2.3 Financial Sustainability 

Financial sustainability is the ability of an organization to maintain 
its capacity (Bowman, 2008). In the context of this study, the term refers 
to the capacity of CROs to maintain their capacity to render social 
services without over-reliance on either internal or external donor 
support. 

2.2.4 Income Diversification 

According to FAO (2000), diversification of income is a strategy 
employed by organisations with an aim of reducing risk of external 
shocks since different sources of income are likely to be affected 
differently by external shocks. In the context of this study, this term 
refers to the ability of CROs to reduce dependence on one dominant 
source of income and to access alternative additional sources for funding 
its mission. 

2.2.5 Income Generation 

Income-generating as an adjective is used to mean ‘an investment or 
business activity that makes money’ (Cambridge Online Dictionary, 
2013). In this study, the term is used to imply the way a CRO raises 
unrestricted income through the establishment of business related 
activities, including the sale of goods and services. 
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2.2.6 Leadership 

Leadership is defined as a process of social influence in which one 
person can enlist the aid and support of others in the accomplishment of 
a common task (Chemers, 1997). The term is used in this study to imply 
to the role that leaders should play in providing visionary and strategic 
direction at board, policy-making and operational levels in order to bring 
about organisational sustainability.  

2.2.7 Non-Profit Organization 

This is an organization that uses surplus revenues to enhance its 
goals rather than distributing them as profit or dividends (2008). In this 
study, the term non-profit organization is used with reference to Church 
Related Organisations and Church Based Organisations.  

 2.3.8 Balanced Scorecard 

Balanced Scorecard is a performance management system of 
“ongoing organizational mechanisms or arrangements for strategically 
managing the implementation of agreed upon strategies, assessing the 
performance of those strategies and formulating new or revised 
strategies (Zietlow, Hankin & Seidner, 2007). The term is used in the 
study with reference to the roadmap that CROs can follow in order to 
strategically manage resources for sustainability. 

2.3 Review of Church Related Literature 

Since this study is focused on CROs, exploring Church-related 
literature is crucial. The literature reviewed under this section covers the 
following areas: understanding the concept of ‘Church’, a review of 
historical Church literature, characteristics of CROs, CROs as economic 
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entities, resourcing for CROs, comparisons between CROs and Profit 
Oriented Organisations. 

2.3.1 Understanding the Concept of Church 

The Church is a very diverse global movement with extensive 
interpersonal linkages, resource transfers and opportunities. These 
linkages comprise “the Body of Christ”, transcending national, racial 
and other boundaries.  

According to Evans (2002), Christian NGOs, denominational 
headquarters, development departments of dioceses or other Church 
movements, networks of Christian trainers or consultants as well as local 
congregations, Evangelical Alliances and Christian training institutions 
are all practical and theological expressions of Church.  

For the purposes of this study, Church includes all people who 
profess the Christian faith while the term CROs refers to institutions that 
have some linkage with a specific Church or Churches but are 
established to carry out specific activities for the benefit of the general 
community. Such activities include: Church hospitals, health centres, 
development projects, guest houses, agricultural stations, and Councils 
of Churches, among others. These service initiatives by Churches are 
intended to meet the needs of members of society who require 
specialized or long-term attention. For these purposes there is 
collaboration with other Churches, with secular NGOs and with 
government agencies to achieve stated objectives. 

2.3.2 Historical Review of Church Literature 

There is much to learn from 18th century theologians on the life and 
conduct of Christians that impacts positively on the sustainability of the 
Church and its related organisations. Weber (2002) sought to identify an 
inherent affinity between ascetic Protestantism and modern capitalism. 
Weber cited lengthy excerpts from Benjamin Franklin’s, “Necessary 
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Hints to Those That Would be Rich” (1736) and, “Advice to a Young 
Tradesman” (1748). According to Weber, Franklin’s advice can be 
reduced to the following ethical maxims for every day conduct: “be 
prudent, diligent and ever about your lawful business; do not idle, for 
time is money, cultivate your credit worthiness and put it to good use, 
for credit is money; be punctual and just in the repayment of loans and 
debts; be vigilant in keeping accounts; be frugal in consumption, do not 
waste money on non-essentials and, finally, do not let money lie idle, for 
the smallest sum soundly invested can earn a profit and the profits re-
invested soon multiply in ever increasing amounts”.  

These sentiments complement Calvinism: “The Church’s ministry is 
therefore not solely a spiritual ministry in the everyday sense of the 
term. It also has to do with the material life of human beings” (Bieler 
2005). Calvin’s code of ethics, according to Bieler (2005), required one 
to embrace diligence, prudence and thoughtfulness in the manner in 
which one managed daily affairs. According to Calvin, since one’s time 
on earth in which to give glory to God is limited, the conduct of one’s 
daily life should not be spent in idleness, gambling, idle talk, excessive 
sleep, unnecessary recreation or enjoying luxury – all these are 
candidates for moral condemnation and a sign of imperfect grace. II 
Thessalonians 3: 6 – 10 connects with this ethos of Calvinism, enjoining 
the reader to keep away from every believer who is idle and disruptive 
and does not live according to received teaching: “For you yourselves 
know how you ought to follow our example. We were not idle when we 
were with you, nor did we eat anyone’s food without paying for it. On 
the contrary, we worked night and day, labouring and toiling so that we 
would not be a burden to any of you. We did this, not because we do not 
have the right to such help, but in order to offer ourselves as a model for 
you to imitate. For even when we were with you, we gave you this rule; 
The one who is unwilling to work shall not eat”. Bieler posits that it is 
these basic Calvinistic spiritual and ethical values that underpinned the 
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work of many reformed Churches and contributed to disciplined, 
competent and sustainable lifestyles that eventually led to the 
accumulation and reinvestment of capital and the resultant creation of 
wealth.  

The subject matter of this research has engaged the attention of the 
Church and its related organisations for the past 30 years. At its General 
Assembly held in Lusaka, Zambia in 1974, the All Africa Conference of 
Churches (a fellowship of 174 churches and National Councils of 
Churches) deliberated on how Churches in Africa could assert their 
identity if they continued to rely on foreign grants and personnel to 
sustain their Churches (Utuk, 1997). The Assembly encouraged member 
Churches to develop real estate holdings for purposes of sustaining their 
respective operations: “For far too long we have been sitting Church 
organizations expecting people to come to us. The long – held 
assumption that the Churches of Africa are poor is a fallacy that must be 
discarded. We cannot build the Church in Africa on alms given by 
overseas Churches; nor are we serving the cause of the kingdom of God 
by turning all Bishops, General Secretaries and Moderators into good 
ecclesiastical beggars by always singing the poverty tune. Africa has 
money and personnel, but until we have produced “two loaves and five 
fishes”, our Lord continues to say, “Give them something to eat’” (Gatu, 
2006). 

Resources in the western world have long since dried up due to the 
economic downturn and due to changes in priorities, forcing the Church 
in Africa to consider options for coping with the ensuing challenges.  
These challenges have rendered the issues of self-reliance and local 
resource mobilization increasingly significant.  

As a response to the resolutions of its 1974 General Assembly, the 
AACC General Secretariat organised an international conference on the 
sustainability of the Church in Africa. Among the many resolutions, the 
delegates called for a deliberate effort to overcome the Church’s 
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prevailing dependency crisis, adding: “Unless we change some long – 
held policies and practices we may be condemning our Churches to 
continued dependency”. Economic development among the faithful is of 
great importance, otherwise it will be difficult to proclaim Christ to the 
people who are daily becoming poorer (The Economy of Kenya, 
Pastoral letter, Kenya Episcopal Conference, 1999). 

“The stewardship task of the Church is to appreciate and to manage 
all the precious resources that God has bestowed upon it. The function 
of the Church is to design a system that moves all these marvellous 
resources, both human and material, through a transformation process” 
(Dick, 2002). The 1970s have brought monumental changes to African 
Church finances. The combination of fewer people attending Church 
and higher costs began to pinch the Church severely. Expenditures 
began to surpass incomes. Bills and deficits were incurred for the first 
time ever, and Church leaders found themselves in the awkward position 
of having to remind people to give to the Church (Dick, 2002). 

2.3.3 Characteristics of Church Related Organisations 

In order to understand the focus of this study, it is important to 
provide an overview with regard to the organizational theory, structure 
and characteristics of CROs as described by Young and Steinberg 
(1995).  

CROs are voluntary and private initiatives that rely on the 
participation and contributions of members for their ongoing operations. 
Their mission, objectives and activities do not benefit a narrow group of 
owners but include a broader public and serve the interest of members 
and the general public rather than the pecuniary interests of the owners 
or their equivalents. CROs have a distinct feature of non-distribution of 
profits or surpluses and have core values that guide their operations, e.g., 
religions, humanitarian, and moral. Unlike their profit-oriented 
counterparts, they are less interested in fiscal performance.   



44   Financial Sustainability of Church Related Organizations 
 

 

CROs present a unique managerial problem in that they attract weak 
“customer” influence and their services are intangible. The absence of 
bottom-line measurements for their performance also allows them to 
consider everything they do to be righteous, serving a good cause. In 
terms of management, they generally lack the financial flexibility of a 
commercial enterprise because they depend on resource providers that 
designate their contributions in support of particular goods and services. 
CROs/NGOs are obliged to demonstrate their stewardship of donated 
resources. Because they rely on donations and grants, the cash flows 
become extremely difficult to predict or to forecast in a reliable manner 
from year to year. Therefore, budgeting is of necessity a critical activity 
for the respective finance departments. 

2.3.4 Church Related Organisations as Economic Entities  

As an economic entity, the ecclesiastical institution comprises a 
combination of factors arranged to produce and exchange ecclesiastical 
goods and services with other economic agents.  The goal of the CRO or 
an ecclesiastical body is the transformation of humankind in the context 
of its entire environment (the world).  With regard to inputs, mention 
must be made of humankind, society, the group of the faithful, the socio-
cultural background, tangible and intangible assets and other economic 
factors arranged to produce goods and services that are ecclesiastical in 
nature.  Among the outputs are spiritual nourishment, temporal bliss, 
social goods such as good conduct in society, care for one another, 
dispute mediation, and charitable activities, among others (Hull and 
Bold, 2005). Religions regulate behaviour by instilling the expectation 
that improper actions are met with divine retribution and that proper 
actions are rewarded because the Church markets non-public goods and 
must maintain positive ‘net revenue’; the secular theory of the firm may 
be applied directly to the Church.  Further, both firms and Churches 
compete for the same resources and are therefore forced to manage their 
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activities efficiently.  Ikaria, (1996) underscored the fact that the African 
Church must have access to economic means, to financial and human 
capital if it is to play a meaningful prophetic role in society. 

2.3.5 Resourcing in Church Related Organisations 

Like other donor dependent organizations, CROs need resources in 
order to sustain their missions and accomplish their objectives. A typical 
CRO relies on donated or philanthropic sources such as gifts, 
membership dues, grants and government subsidies for the greater part 
of its income. Others rely on investment income or revenue generating 
activities to supplement their income.  

Anheier (2005) has enumerated various sources of income for 
CRO/NGO: i) public sector payments covering direct government 
contributions in support of specific activities or programmes that are 
considered to be in the public interest. Examples include indirect 
government payments reimbursing the CRO for health services 
provided; ii) private grants from foundations and trusts, and like-minded 
organisations. Most often this takes the form of partnerships or co-
operative arrangements based on mutually agreed objectives, and iii) a 
third source of financing for CROs comprises “private fees and 
charges”. These include fees for services, dues levied on members as a 
condition for membership, proceeds from the sale of products or 
services and income from for-profit subsidiaries. For most CROs, nearly 
80% of their sources of income come from donors in the global north 
who are guided by the mission and judgments of CROs in the south. The 
bases on which these grants are given comprise partnership agreements 
between the donors in the north and the recipients in the south. 

2.3.6 Comparison between CROs and Profit Oriented Organisations  

Table 2.1 draws a distinction between the objectives of a CRO and a 
private organization with regard to financial management. 
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Table 2.1 Comparison between CROs and Profit Oriented 
Organisations  

Activity Objective 
Church Related 
Organization 

Profit/Private 
Organization 

Resource 
Allocation 

Budget and Political process Market and Pricing 
system 

Resource 
application 

Optimal use, provision of 
goods and services to meet 
stated objectives 

Optimal use in terms 
of higher return an 
investment 

Expenditures/ 
Expenses 

Wise usage of funds to 
achieve policy objectives 
(often guided by the 3Es = 
Economy, Efficiency and 
Effectiveness) 

Wise usage of funds to 
maximise return an 
investment 

Finance Less integrated with 
management 

Usually integral part of 
top management 

Managing and 
determining 
source of 
funds 

Principally from grants, 
donations. Ensuring liquidity 
position to enable the CRO 
to meet current maturing 
obligations and to deliver 
appropriate goods and 
services 

From earning, equity 
and borrowing 
according to financial 
plans; ensuring 
liquidity position to 
meet current and 
maturity obligations to 
achieve profit and 
wealth maximization 

Determining 
Organizational 
Structure 

Provisions normally made 
by Board of Trustees or 
Executive guided more by 
conventions and financial 
necessity to provide service 

Usually by practice, 
industry, rationale or 
pragmatic necessity to 
achieve greater profit 
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Reporting Dollar accountability (fiscal 
stewardship) mostly 
according to budget lines 
and operational 
accountability of managers 
with emphasis on cash 
inflows and outflows 

• Operational 
accountability of 
managers reflecting 
results of economic 
activities. 
 

End of year results are either 
“Surplus” or Deficits” 

• End of year result 
is either “Profit” or 
“Loss” 

Performance 
Evaluation 

Difficult to measure due to 
absence of market measures 
performance 

Easy to measure 

Source: McKenncy, 1995 p. 11 

Theologians posit that the institutional Church is the only 
organization established for the benefit of non-members, a direct 
reference to the so called Great Commission of Jesus Christ to his 
disciples: “Go and make disciples of all nations” (Mathew 28: 19 – 20). 
The mission of the Church may, therefore, be said to be commending 
the entire world to become followers of Christ through: i) teaching and 
preaching the Gospel, ii) practical demonstration of the love of God by 
way of: feeding the hungry, clothing the naked, healing the sick, 
defending the poor, the oppressed, and the helpless. 

 Bosch (2003) described the mission of the Church as participation 
of Christians in the liberating mission of Jesus, witnessing to God’s love 
incarnate for the sake of the world. It is for this reason that Dulles 
(2006) described the Church as being called out of the world and sent 
back into the world to engage with the secular problems of ordinary 
human beings, not dominating, but helping and serving. 
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In order to fulfil its mission of service to humanity, the financial 
sustainability of Church remains crucial. The central theme of this study 
was focused upon the identification of the key determinants of financial 
sustainability for CROs. 

2.4 Review of Financial Sustainability Literature 

This segment presents a review of literature related to financial 
sustainability of CROs. It is outlined as follows: An Overview of the 
Concept of Sustainability; Understanding Financial Sustainability; 
Challenges of Financial Sustainability; Measurement of Financial 
Sustainability and Strategic Financial Alternatives to Achieve 
Sustainability 

2.4.1 An Overview of the Concept of Sustainability 

The Green Party of Canada (2008) contends that sustainability is 
ensconced within the following question: In which direction should we 
move to achieve the kind of world we want?  They contend that there 
are two options on offer by different sectors of the society.  One of the 
options is the sustainability option, which the party also describes as 
long-term well-being.  They argue that under this option, sustainability 
peers into the future with concerns for generations yet unborn.  The 
goal, they argue, is to manage affairs in ways that strengthen community 
cohesion and the health of the natural world.  The purpose, they say, is 
to maintain healthy secure livelihoods for all, and to celebrate learning, 
love, laughter and other benefits of being human on a finite planet. Ikerd 
(2001) supports the view that sustainability is a matter of direction rather 
than a destination, thus acknowledging the difficulty of achieving an 
adequate definition.  He likens sustainability to a star that guides ships at 
sea but remains forever beyond the horizon.   
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Ikerd (2001), citing Rodale 1997), contends that sustainability can 
serve as an important guiding principle, deployed as a framework of 
analysis of any ongoing activity.  Sustainability should therefore not be 
considered as an absolute measure; it can always be improved upon. 

Commercial Market Strategies (PSP) defines sustainability as an 
organisation’s ability to: i) improve institutional capacity to continue its 
activities among the target populations over an extended period of time, 
ii) minimise  financial vulnerability and, iii) develop diversified sources 
of institutional and financial support (SISA, 2005). In other words, 
sustainability comprises a CRO’s ability to define a relevant mission, 
follow sound management practices and develop diversified sources of 
income that ensure uniformity of quality activities and services to target 
populations.  

The different relational characteristics of sustainability in the context 
of  CROs can be categorized into four:  benefit, organisational, financial 
and community (Canon, 2008). Benefit sustainability refers to a 
continuation of the benefits that result from an activity with or without 
the programmes or the organisation that initiated that benefit in the first 
place. Organisational (or institutional) sustainability places importance 
on building “sustainable organisations to achieve sustainable 
development benefits”.  The more an organization is able to remain 
competent and meet most of its administrative and operational expenses, 
the more it can be said to be sustainable.  This category of sustainability, 
therefore, is about the internal structures, systems, policies and 
programmes as well as the knowledge and human resource management 
of the organization.  In brief, it is the internal engine of the 
organization.  Without organizational sustainability, most CROs would 
be ineffective and would eventually collapse regardless of the amount of 
funding received.  Community sustainability contributes (either directly 
or indirectly) to the building of communities that will not become 
dependent on the CRO or other actors. Seen from this perspective, the 
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community should not be merely a recipient of donor support but should 
function as an active player in determining the destiny of its members 
(Ogara and Oladipo, 2002).  

Cryton et al, (2009) in their paper on sustainability of Catholic Relief 
Services state that sustainability refers to the ability to ‘cut the umbilical 
cord’ that binds donor funded organisations to its donors.  It states 
further that this severance could include the organization’s ability to 
generate its own funds, its ability to realize synergies by merging into 
consortiums for project management, ensuring that the organization’s 
governance systems meet required professional standards. 

 USAID (2007) identifies seven of what it calls “inter-related 
dimensions that are critical to sectoral sustainability”. These are listed 
as: legal, environmental, organizational capacity, financial viability, 
advocacy, service provision capacity, infrastructure and public image. 
These dimensions support the view that the environment within which 
an organization works is critical to its sustainability.  The understanding 
of the term sustainability is best illustrated by Figure 2.1. 
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Figure 2.1 Illustrating the Term Sustainability 

Source: MANGO, 2004 

As illustrated, organizational sustainability is more than a matter of 
dollars and cents. Fowler (2000) noted that sustainability revolves 
around the relationship between resources, impact and organizational 
regeneration while exercising the ability and willingness to adapt and 
learn from the working environment.  

Sustainability strategies of CROs must therefore include 
considerations regarding strategic direction, spiritual values, moral 
values, governance, management practices, human resources, service 
delivery, financial resources and external relations (Fowler, 2000). 

2.4.2 Financial Sustainability 

This is a condition in which an institution has a reasonable 
possibility of covering its costs for the foreseeable future through a 
combination of donor funding and locally generated income. According 
to Lee Davies (2003), a financially sustainable organization is one that 
avoids dependency on any one source of revenue whether external or 
internal.  As a rule of thumb he recommends that non-profit 
organisations try to raise sufficient funds from internal sources to cover 
their basic operating costs while approaching external donors for funds 
to cover programme costs. Lean (2001) described sustainability as the 
capacity of non-profit organisations to obtain revenues in response to 
demand in order to sustain productive processes at a steady or growing 
rate to produce results and to realize a surplus.  

WCC (2005) further defines sustainability as the ability of a CRO to 
create and manage a financial resource base that generates funds 
sufficient to ensure that all relevant operations and programmes continue 
in accordance with its overall mission and strategic direction.  In 
practice, a financially sustainable CRO will be characterized by a 



52   Financial Sustainability of Church Related Organizations 
 

 

diversified funding base with access to unrestricted funds, to strong 
stakeholder relationships and to available financial resources.  

In terms of accounting principles, financial sustainability can be 
defined as: Total Income, less Total Cost (i.e. direct and indirect costs) = 
Surplus (financial sustainability).  Financial sustainability can be 
defined as an organisation’s net income, i.e., surplus of revenues over 
expenses); liquidity as the cash available to pay bills and solvency as the 
relationship between assets and debt or liabilities. According to Lean, 
(2001), surplus generation is a requirement, not a luxury, crucial to 
planning for the future as well as meeting current challenges; without an 
income surplus, response to changes in surroundings or opportunities 
such as political or economic crises cannot be adequately accounted for 
or adjusted to. 

2.4.3 Challenges of Financial Sustainability 

Long-term financial planning is a vital discipline for creating and 
maintaining financial sustainability. However, it requires a shift away 
from short-term perspectives associated with annual budgeting and a 
shift towards five to ten year perspectives not normally associated with 
government financial management. Accordingly, long-term planning 
presents several implementation challenges (Bansal, 2005).  

It can be difficult to mobilize an organization for planning, 
especially if there is no pressing financial crisis demanding such 
planning. Thus, the leaders of the planning process must make 
stakeholders aware of the need for planning and create a desire to 
participate; leaders of the planning process can help participants 
envision a better future through financial planning. The converse of a 
better sustainable future, achievable through planning, is the 
deterioration in financial positions that comes from inadequate planning 
(Barrett, Bezuneh, Clay & Reardon, 2000).  
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Revenue and expenditure forecasts can be challenging because they 
may detract the focus of the governing board with questions of precision 
and validity instead of focusing on strategies to achieve and maintain 
financial sustainability. In dealing with these challenges, financial 
managers should understand long-term financial planning as a means of 
creating, not forecasting, the future. Long-term planning should be 
presented as a way of creating and then maintaining financial balance, 
deploying forecasting as a tool for realizing this objective. The leader of 
the planning process should emphasize to the board that a forecast is not 
intended to function as a tool of scientific precision. Rather, it is 
intended to reveal long-term trends and imbalances that might not be 
apparent within a short-term horizon (Bansal, 2005).  

Long-term financial planning is a comprehensive effort; obtaining 
the resources to do a thorough job can be daunting. It is possible to 
create a capable team and to allocate sufficient time to work on financial 
planning. Foundational to such strategy is the need to engage 
departments other than the finance department. However, such 
departments may be reluctant to commit their resources to a process that 
is seen to belong to the chief financial officer or to another financial 
executive.  

It is thus important that the CEO serves as a leader of the planning 
process and that the board demonstrates clear endorsement for financial 
planning (Aldaba, 2000). The institutionalizing of planning is a 
challenge because it requires diverse multi-faceted collaboration. It 
shifts the organization from a reactive to a proactive mindset. A 
proactive mindset offers fertile ground for continued planning; it can be 
nurtured by promoting examples of how planning reveals tomorrow’s 
problems--allowing solutions to be enacted today and by citing instances 
of how inadequate planning created difficult problems that required 
difficult solutions. Regular forecasting can foster a proactive mindset by 
constantly highlighting the need to consider the longer-term horizon and 
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acknowledging future potential imbalances. A constant challenge facing 
financial planning is the predilection of elected officials to be 
preoccupied with short-term issues. Support staff must also be 
committed to ongoing long-term financial planning (Brielle, 2009). 

2.4.4 Measurement of Financial Sustainability 

Financial sustainability in accounting terms can be measured by 
means of the following tools:  operating ratio, current ratio, quick ratio, 
debt ratio, asset lifecycle renewal period, debt services coverage ratio 
(ACCA, 2009). 

The operating ratio measures the amount of operating revenue 
versus the total amount of operating expenses for a utility system. The 
minimum standard for an operating ratio for a utility system is 1.0, 
meaning there is sufficient operating revenue to cover operating 
expenses. A financially healthy utility system needs to maintain an 
ongoing operating ratio greater than 1; a ratio of less than 1 indicates 
there is insufficient revenue to meet current expenses. For example, if 
there is an operating ratio of .75, it means that revenue is 75% of 
expenses. In other words, only ¾ of the expenses can be covered 
(Andersen & Pedersen, 2006). 

Current ratio (CR) is the measure of short-term solvency or the 
ability of the CRO to meet obligations in a timely manner. The CR is 
equal to the current assets (cash and equivalents) divided by the current 
liabilities (debt service, etc. to be paid within one year); the higher the 
CR, the better. Some experts recommend that cash reserves be at least 
one and one-half times greater than the monthly operational expenses 
(Chordia et al., 2005).  

In addition to operating reserves, emergency reserves provide an 
important tool for financial sustainability. Emergency reserves are 
intended to help utilities deal with short-term emergencies such as main 
bursts, or pump failures which arise from time to time. The appropriate 
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amount of emergency reserves will vary greatly with the size of the 
CRO and should be commensurate with major infrastructure assets 
(Chordia et al., 2005). 

Quick ratio measures the liquidity of an organization related to its 
most liquid assets, including cash, accounts receivable, short-term notes 
receivable, and short-term investments in marketable securities 
(Horngren, Harrison and Bamber, 1999).  

Debt ratio measures the amount of debt being used by the 
organization. A ratio of 0.6 means that 60% of operations have been 
financed with debt and the remaining 40% has been financed by equity 
(Woo & Baker, 2005). 

While a utility may look good “on the books” and while there may 
be sufficient cash to pay for day-to-day operations and debt servicing, if 
a CRO is not reinvesting in its infrastructure, it is not operating 
sustainably. A good check on asset reinvestment is the asset lifecycle 
renewal or replacement period (ALRP). The ALRP is calculated as the 
total replacement value of all major assets currently “on the ground” 
divided by the amount spent during the previous year on asset 
rehabilitation or replacement. The resulting value, which features units 
of years for total replacement, is also an easily understood and effective 
tool for communicating to the public and decision makers the need for 
capital reinvestment in the community (Bell  & Morse, 2007). 

As debt becomes an increasingly important tool for capitalizing 
utility operations, the ability to pay debt service is ever more crucial. 
Not only does debt service affect cash flow, but lenders pay close 
attention to debt service capacity and this capacity will affect the cost of 
borrowing. An important measure for utilities and lenders alike is the 
debt service coverage (DSC) ratio. DSC is calculated as total revenues 
minus total expenses divided by debt service within a given period. 
Some experts recommend that the DSC should be 1.0 at a minimum, 
with a recommended ratio of 1.25 (Bell & Morse). 
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2.4.5 Alternative Measures of Financial Sustainability in CROs 

Tuckman & Chang (1991) suggested four alternative measures of 
Financial Sustainability of Non Profit Organisations: equity balance, low 
administrative costs, operating margin and concentration of income 
streams. These four criteria are combined to form the basis of the 
measure for the financial health of a non-profit organisation.  Figure 2.2 
illustrates the measures.  

Figure 2.2 Measures of Financial sustainability 

Source: Tuckman & Chang (1991) 

Equity Balances. This is calculated as the total assets of the CRO 
less liabilities. A large equity balances enables the CRO to re-finance an 
existing property either through sales or in obtaining loan/mortgage. 
This measure is also generally accepted as an indicator of long = term 
stability (Glym et al, 2003; Turk et al, 1995). 

 

 

  

FINANCIAL SUSTAINABILITY 

FINANCIAL VULNERABILITY 
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Concentration or diversification of income streams. The importance 
of this as a measure can be seen in the fact that diversification of income 
sources increases the financial sustainability of the CRO because of the 
probability that all sources will not be affected by the same economic 
shock (Bryce, 1992). Also a CRO with different income sources equally 
distributed will be more sustainable financially than a CRO with a single 
source of income. 

Administrative Costs: Most donor organisations are less inclined to 
fund administrative costs. So, a CRO with less manageable 
administrative cost is most likely to be more financially sustainable than 
the one with more overhead or administrative cost. 

Operating Costs are equivalent to surplus or Net Operating profit in 
a for-profit organisation. It is often calculated as the total cost less total 
expenses. This is critical to the future planning as well as meeting the 
present challenges of the CRO. 

2.4.6 Strategic Financial Alternatives to Achieve Sustainability 

There are six essential requirements for achieving financial 
sustainability in any organization. These include: long term 
commitment, leadership, investment of time and money, a business plan, 
an effective management team and team work (Leon, 2001). In 
determining financial sustainability for CROs, one should also consider: 
conducting regular strategic risk and financial planning; maintaining the 
essential ingredients of adequate financial systems, income 
diversification, high quality programmes, good stakeholder 
relationships, unrestricted funding, financial reserves and effective 
management of overheads (Boas, 2012).  

In order to cushion CROs against financial instability, there is need 
to opt for effective alternative strategies. A study by Mawudor (2006) on 
the sustainability of ecumenical bodies in Africa noted that 30% of 
donors are of the view that these need to adopt strategic financial 
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management techniques as a response to dwindling donor support. 
According to the study, some 35% of donors suggested the development 
of income generating ventures as a means toward their sustainability. 

The search for an alternative source of finance can be likened to an 
entrepreneur looking for investment opportunities. Kiiru (2010) asserts 
that unrestricted funding is liberating for any CRO. It allows the CRO 
the freedom to achieve its objectives in whatever way is thought best 
without the need to consider donor-imposed restrictions. Two main 
alternative to donor funding have been suggested: i) self–financing 
include membership fees, income generating activities linked to the 
work of the CRO (e.g. publication sales); income generation activities 
not linked to the work of the CRO (e.g. real estate development), 
investment income from reserves and endowment funds, donations and 
gifts in kind from supporters and members, and ii) local/community 
financing: This includes fund raising from the general public, business 
sponsorship and donations or provision of skills and facilities (Kiiru, 
2010; Chikati, 2009; Musila, 2009). Added to this line of thought are the 
cultures of building reserves, exercising cost control and cost reduction 
measures (Vincent, 1996; Fowler, 2000).  

The issue of financial sustainability for CROs has engaged the 
attention of various writers for some time. Utuk (2003) examined the 
life and work of the AACC, highlighting the financial difficulties of the 
organization. He indicated in his book that because of these difficulties, 
a million shillings endowment fund was launched to make the AACC 
less financially dependent on external support. Andriamanjato (1992) 
lamented that “self-support and financial independence should have 
been sufficiently dealt with long before they threatened to bring the 
organization to its knees”.  Dependency in the Church has become a 
system of social control that obliges African Church leaders to go to 
European agencies with beggar bowls in hand seeking funds to maintain 
themselves (Tutu, 2000). The dependency syndrome must be abandoned 
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(Uzukulu, 2009).  The problem of the Church is not lack of money, but 
fiscal inefficiency and poor stewardship of resources; it is the absence of 
acceptable computerized accounting systems and financial controls.  
Inadequate budgeting procedures are among the woes that CROs must 
address.  Some CROs are treated as “Civil Service” life-time job 
providers and are therefore not expected to produce results for their 
clients.  After over 100 years of missionary effort the Church in Africa 
is reported to be the fastest growing institution on the continent and yet 
the  absence of good stewardship combined with excessive dependency 
on foreign funds have rendered it immature and infantile (Larry 2006).  
It is about time the Church distinguishes between moral and economic 
causes; it is time to set performance goals with respect to its 
programmes.  Only in this way can it remain competitive and attract 
foreign funds in this time of globalization and competition (Drucker, 
2002).  

Owiti (2012) observed that despite the increased need for funds as 
compared to the late 1980s and 1990s, current donor funding has 
declined by 55%.  Programmes have come to an end resulting in 
employees being rendered jobless even as beneficiaries are missing out 
on essential and basic services. Meanwhile, donors are redirecting their 
funding to organisations whose structures ensure maximum benefits to 
beneficiaries and only minimal amounts consumed by administrative 
costs.  CROs have had to restructure to cope with new demands and in 
some cases have closed operations altogether (Owiti, 2010).  

At the 8th General Assembly of the AACC in Yaoundé, Cameroon in 
2003, a resolution was passed recommending that the organization 
“come up with a resource mobilization strategy and a business plan that 
is in line with previous General Assembly’s resolutions”.  The business 
plan would need to be linked to the AACC’s foundation fund that was to 
be launched and then current professional approaches to stewardship of 
resources would need to be strengthened.  In the same report, an 
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evaluation of the financial management system cited a number of gaps 
and called for professional competencies to enable the organization to 
perform properly. The current World Council of Churches Handbook on 
Accounting and Reporting stresses the following strategies for the 
improvement of the financial sustainability of ecumenical bodies/CROs 
in Africa: a) diversifying and localizing sources of funds by accessing 
the most promising ones, including self-generated income, b) improving 
financial management, c) developing human resource skills and capacity 
to deal with financial matters, d) adopting business plans similar to those 
in the secular world to achieve strategic objectives, e)  adopting an 
element of entrepreneurial business as in the for-profit sector (WCC,  
2002). 

2.5 Conclusion 

The chapter provides the definitions of ‘terms’ and ‘concepts’ used 
in this report. These two provide a building block and a common 
understanding to the reader. Terms like ‘Sustainability’, ‘Financial 
Sustainability’, ‘Church’ and ‘Church Related Organisations’ which are 
central to the research have been comprehensively explained. The 
chapter has further provided a description of the distinct features of 
CROs as opposed to for-profit organisations, their measurements, CROs 
as an economic entity, their challenges in the age of growing scarcity of 
aid. It also gave country, regional and global overview of the changing 
aid architecture and highlighted social thought of Calvin on spiritual and 
ethical values that underpinned capitalism and subsequently the creation 
of wealth (Bieler, 2005). 



 
 

3 

LITERATURE REVIEW 

3.1 Introduction  

This chapter presents the review of related literature on financial 
sustainability of not for profit organisations (Church Related 
Organisations included). The first segment highlights review of theories 
upon which the argument of financial sustainability of these 
organisations is built. The second part presents empirical literature 
related to the financial sustainability of not for profit organisations. The 
last segment of the chapter covers the conceptual framework of the 
study, which brings out the relationship among various variables that 
influence financial sustainability.  

3.2 Theoretical Literature Review 

A theory is a way of making sense of a disturbing situation; it is a 
generalization about a phenomenon, an explanation of how or why 
something occurs.  Indeed, any statements that explain what is measured 
or described, any general statements about cause or effect are, at least 
implicitly, related to theory. Theories represent tentative solutions to 
problems (Gompers & Metrick, 2001). This study is based on certain 
theories that have links with the management of financial resources in 
organisations. The outstanding ones include the agency theory, resource 



62   Financial Sustainability of Church Related Organizations 
 

 

related view (including the resource dependence theory and complexity 
theory, stakeholder theory and portfolio theory. 

3.2.1 Agency Theory 

Agency theory has been used to examine agency relationships 
(Greenwood, 2003). Jensen and Meckling define an agency relationship 
as “a contract under which one or more persons (the principal(s)) engage 
another person (the agent) to perform some tasks on their behalf which 
involves delegating some decision-making authority to the agent” 
(Jensen and Meckling, 1976). Despite the fact that many different 
theories and approaches are used to explain executive management, the 
perfect contracting approach of agency theory, as introduced by Jensen 
and Meckling (1976), still dominates the field. It argues that the 
separation of ownership and control in a large organisation creates a 
power base for executive management (Green, 2008).  

The weakness of this theory lies in the fact that an agency 
relationship poses agency problems which result from goal conflicts 
between the principal and the agent (Saam, 2007). However, certain 
contracts are used to solve the agency problem. These include 
behaviour-related contracts and outcome-related contracts (Greenwood, 
2003; Johnson and Droege, 2004). Under a behaviour-related contract, 
the principal will directly monitor, assess, and reward the agent on the 
basis of information about the agent’s actual behaviour (Dalton, Hitt, 
Certo and Dalton, 2007). This study dwells on outcome-related contracts 
or on incentive-related contracts. This is due to the critical functions of 
financial managers which include capital budgeting, risk management, 
financial analysis, working capital management, derivative management, 
asset pricing, investment banking, and other corporate restructuring 
(David, Bloom & Hillman, 2007).  

Logically, the agent will make a strong effort to obtain a high-level 
outcome since the remuneration paid to the agent is commensurate with 

http://en.wikipedia.org/wiki/Capital_budgeting
http://en.wikipedia.org/wiki/Risk_Management
http://en.wikipedia.org/wiki/Financial_Analysis
http://en.wikipedia.org/wiki/Working_capital_management
http://en.wikipedia.org/wiki/Derivative_(finance)
http://en.wikipedia.org/w/index.php?title=Asset_Pricing&action=edit&redlink=1
http://en.wikipedia.org/wiki/Investment_Banking
http://en.wikipedia.org/wiki/Corporate_restructuring
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the actual outcome. It is worth noting that under this contract the 
principal will not monitor and assess the agent (this is different from the 
behaviour - related contract), but attention is given only to the 
performance outcome. The principal needs to design the outcome-
measuring systems.  

Although the actions of all parties are united by one mutual objective 
of having the firm survive, the several principals involved might make 
arrangements to ensure that their agents work closer to their own 
interests. Some principals may have sustainability interests (e.g., 
concern for the environment) that run counter to managerial interests 
(Aras & Crowther, 2008). Other principals may have only short-term 
interests, so managers must be aware of the potential for the exercise of 
principal opportunism. Agency theory highlights the importance of 
structuring incentives so that managers are responsive to the long-term 
interests of principals, and it also highlights the responsibility of boards 
to ensure that managers make decisions that provide sustainable value 
(David et al., 2007). Consequently, the focus of agency theory is the 
optimal contract for resolving the agency problem (Bushee, 2001) or to 
harmonise the goals between principals and agents (Johnson & Droege, 
2004). At the same time, agency theory research also reveals principals 
who have interests that conflict with other stakeholders and do not foster 
sustainable practice. Some investors move quickly in and out of 
investments and are sensitive to current earnings at the expense of the 
long-term prospects of firms in their portfolio (Bushee, 2001). These 
principals also have the ability to influence decision-makers and are 
likely to move them away from strategic competitive actions that are 
associated with sustainability (Connelly et al., 2010).  

When managers are faced with competing interests of principals, 
their allegiance is divided and their ability to implement sustainability 
initiatives that may be unpopular with some investors is limited 
(Hoskisson, Hitt, & Grossman, 2002). Some experts have suggested that 
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such short-term investors are the worst kind of principals because they 
are themselves opportunistic, functioning at the expense of sustainable 
practice (Christensen and Anthony, 2007). Recent research on the 
conflicting interests of principals (Arthurs, Hoskisson, Busenitz & 
Johnson, 2008) indicates that the responsibility of managers is to 
promote those interests that coincide with the firm’s long-term 
prospects.  

Toward this end, managers should make their commitment to 
sustainability explicit in the mission statements of their organisations.  

Some theorists, researchers, and observers contend that evolution in 
the contemporary financial environment has created conflicts between 
stakeholders and their agents in which shareholder interests are no 
longer accorded preference (Hoskisson et al., 2002). Others contend that 
economic agency is an efficient form of organization, because  
corporations have no “owners in a meaningful sense” (Ambec & Lanoie, 
2008). The correct view likely lies somewhere between these two points 
of view. Shareholders possess the power to remove directors from 
office. Managers will do their best to improve the financial performance 
of their company because their remuneration is often related to the size 
or profitability of the company.  

However, Brecht et al. (2002) has recently challenged this theory by 
arguing that some of the incentive systems in common use that were 
originally established to reduce agency problems do not effectively align 
relationships between principals and agents because of the incorrect 
assumption that earnings and stock prices cannot be manipulated.  

Frey (2003) argues that the theory builds primarily or exclusively on 
extrinsic motivation. Problems of agency are central in corporate 
governance literature, and financial management is a critical element of 
corporate governance.  

Resource management is one of the key parameters considered in 
this study. Sound management of resources (by an agent), including 
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human resources, is an important component of the financial 
sustainability of organisations. Agency theory finds its application in 
this study since the managers as agents are entrusted with ensuring not 
only the best human resource management practices, but also the 
management of all other resources that are meant to bring about the 
sustainability of the organisation as a whole. 

3.2.2 Resource-Based View 

The resource-based theory, or resource-based view (RBV), of firms 
is premised on the concept of economic rent and the view of the 
company as a collection of capabilities. This view of strategy has a 
coherence and integrative role that places it well ahead of other 
mechanisms of strategic decision making (Kay, 2005). The resource-
based view (RBV) offers critical and fundamental insights into why 
firms with valuable, rare, inimitable, and well organized resources may 
enjoy superior performance (Barney, 1995).  

The main contribution of the resource-based view lies in the notion 
of competitive advantage. The resource-based view of the firm, which 
envisions firms as a bundle of resources, is probably the dominant 
theory for explaining differences in performance among firms today 
(Barney and Arikan, 2001). “Resources” have been variously defined by 
RBV theorists, but can include financial capital, assets, human 
skills/knowledge, organizational processes, and technologies (Carmeli, 
2001). Despite the varied positioning of early resource-based 
contributions, each is focused on the distinctive resource profiles of 
heterogeneous firms and the question of why some firms consistently 
outperform others. A portion of the most important research intended to 
shape resource-based thought is rooted in the early research on 
distinctive competencies, that is., Ricardian economics, and the theory 
of firm growth proposed by Penrose (1959), since concepts from that 
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historical research influenced the fundamental assumptions of the model 
(Barney, 2002).  

The resource-based view suggests that a firm can create sustainable 
competitive advantage through developing its unique resources and 
capability (Barney, 2001). The difference between providing short-term 
competitive advantage and that which is sustainable resides in the notion 
that these resources are heterogeneous in nature and are not perfectly 
mobile (Barney 2002). Managers are not static in the RBV, but instead 
they are called upon to structure, bundle, and leverage their valuable 
resources in unique ways to maximize their contribution to providing 
sustained advantage (Sirmon et al., 2007).  

The RBV shares some common terms with sustainability research, 
such as “resources” and “sustainable,” making its application somewhat 
intuitive. This thesis is concerned with sustainability as “meeting the 
organisation’s present needs without compromising the ability of future 
generations to meet their own needs,” rather than the sustainability of 
competitive advantage. However, the two are not unrelated. The RBV 
suggests that competitive advantage may be sustained when the firm’s 
resources are inimitable and non-substitutable (Barney, 1991). This 
points to the importance of ensuring that a firm’s inimitable and non-
substitutable resources are nurtured, maintained, and renewed over time. 
Researchers might also use the RBV to highlight the notion that 
sustainability initiatives may be useful to firms insofar as they can 
provide competitive advantage (Rechenthin, 2004). From an RBV 
perspective, sustainability initiatives that reside at the intersection of 
social/environmental concerns and market opportunities may stand the 
greatest chance of success. The resource-based view, which is used as a 
theoretical foundation for human resource management, is based on the 
assumptions that the firm’s resources were distributed heterogeneously 
and remained stable over time (Morris, Snell and Wright, 2005). In 
Barney’s view, the resources of a firm include both tangible and 
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intangible assets such as machines, management skills, organisational 
processes and routines, information and knowledge (Barney, 2001).  

Literature on the resource-based view already provides resources 
which contribute to the formulation of sustainability-related strategies, 
such as continuous improvement (Christmann, 2000), a shared vision 
within the CROs, high order learning, relationships with external 
stakeholders (Katsoulakos & Katsoulacos, 2007), stakeholder 
involvement (Sharma & Vredenburg, 2003), green supply chain 
management practices (Rao & Holt, 2005), international experience, 
working capital management skills, organisational slack (Bansal, 2005), 
and political management capabilities (Oliver & Holzinger, 2008). 
However, this literature emphasizes that these resources affect an 
organisation’s environmental or social performance and ultimately its 
financial performance. According to the resource-based view; firms 
should look into their internal resources, both physical and intellectual, 
for sources of competitive advantage (Allen and Wright, 2008). This 
theory is linked with the question of how the management of resources 
contributes to financial sustainability of CROs.   

Building on the RBV, Hoopes, Madsen & Walker (2003) suggest a 
more expansive discussion of sustained differences among firms and 
develop a broad theory of competitive heterogeneity. The RBV seems to 
assume what it seeks to explain. This dilutes its explanatory power. For 
example, one might argue that the RBV defines, rather than 
hypothesizes, that sustained performance differences are the result of 
variation in resources and capabilities across firms. The difference is 
subtle, but it frustrates an understanding of the resource based view’s 
possible contributions (Hoopes et al., 2003). The resource based view’s 
lack of clarity regarding its core premise and its lack of any clear 
boundary impedes fruitful debate. Given the theory’s lack of specificity, 
one can invoke the definition-related or hypothesis-based logic any time. 
Again, we argue that resources are but one potential source of 
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competitive heterogeneity. Competitive heterogeneity can obtain for 
reasons other than sticky resources (or capabilities) (Hoopes et al., 
2003). Competitive heterogeneity refers to enduring and systematic 
performance differences among close competitors.  

The RBV uses the internal characteristics of firms to explain their 
heterogeneity in strategy and performance. A firm is an organized, 
unique set of factors known as resources and capabilities, and RBV 
theory cites two related sources of advantages: resources and 
capabilities. Resources are a firm's accumulated assets, including 
anything the firm can use to create, produce, and/or offer as products to 
a market. Resources are eligible for legal protection, thus firms can 
exercise property rights over them (Amit & Schoemaker, 1993); they 
can operate independently of firm members (Camisón, 2005); and they 
can intervene as factors in the production process to convert input into 
output that satisfies needs (Grant, 1991).  

In order to deepen the provisions of the resource based view (RBV), 
this study explores two closely associated theories, namely Resource 
Dependence Theory and Complexity Theory. 

3.2.3 Resource Dependence Theory  

Resource dependence theory examines how the external resources of 
organisations affect the behaviour of the organization. The theory is 
based upon the following tenets: organisations are dependent on 
resources; these resources ultimately originate from the environment of 
organisations; the environment to a considerable extent contains other 
organisations; the resources one organization needs are thus often in the 
hands of other organisations; resources are a basis of power; legally 
independent organisations can therefore be dependent on each other 
(Pfeffer & Salancik, 1978).  

In-as-much-as organisations are inter-dependent, the theory of 
resource dependence needs a closer examination. Its weakness lies in its 
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assertions of dependence. With changing trends of financial 
uncertainties, there is need to lean towards other uncertainty theories. 
Thus, a link to another theory, namely the theory of complexity. 

3.2.4 Complexity Theory 

Complexity theory, which is the study of nonlinear dynamic systems, 
promises to be a relevant theory that reconciles the essential 
unpredictability of organisational financial sustainability with the 
emergence of distinctive patterns which dictate sustainability. Despite 
the fact that the theory was originally developed in the context of 
physical and biological sciences, today it has found applications in 
social, ecological and economic systems which also tend to be 
characterized by non-linear relationships and complex interactions that 
evolve dynamically over time (Kiel & Elliott, 1996).  

During the 1990s, there was an explosion of interest in complexity 
theory as it related to organisations and strategies. The theory suggests 
that simple deterministic functions can give rise to highly complex and 
often unpredictable behaviour. Thus, applying this theory in strategic 
planning presupposes flexibility on the part of an organization. Any 
strategic planning should be done in such a manner that it 
accommodates the “unexpected”. Thus organisations not only depend on 
others but devise alternative strategies to counter the unexpected. 
Complexity theory, if rightly applied, can be used to bring about order in 
a complex system here referred to as organisation; it can bring about the 
sustainability of an organisation. The theory finds its application in the 
current study based on the fact that an organisation is a system which 
must inherently work as one entity to achieve sustainability. Various 
factors affecting financial sustainability must be internally co-
coordinated to bring about sustainability. 



70   Financial Sustainability of Church Related Organizations 
 

 

3.2.5 The Stakeholders Theory 

In the mid-1980s a stakeholder approach to strategy made its 
appearance. One focal point in this movement was the publication of the 
writings of Richard Edward Freeman (1984). He is generally credited 
with popularizing the stakeholder concept. In defining stakeholder 
theory Clarkson (1994) states: “The firm” is a system of stakeholders 
operating within the larger system of the host society that provides the 
necessary legal and market infrastructure for the firm's activities. 
Friedman and Miles (2006) state that the organization itself should be 
thought of as a grouping of stakeholders and the purpose of the 
organization should be to manage their interests, needs and viewpoints.  
This stakeholder management is thought to be fulfilled by the managers 
of a firm. This view is supported by Phillips (2003) who proposes that 
the goal of directors and management should be to maximize wealth 
creation by the firm. Stakeholder theory has its origins in management 
literature and suggests that the purpose of a business is to create as much 
value as possible for stakeholders. In order to succeed and to be 
sustainable over time, executives must keep the interests of customers, 
suppliers, employees, communities and shareholders aligned and 
moving in the same direction.  

Stakeholder theory with its firm-centric focus (in effect a focus on a 
particular set of people) faces difficulties. This because as a theory it did 
not apply to the whole of humanity, rather from its inception it has been 
a theory designed to help firm managers to consider external 
environments, opportunities and threats, in order to ensure the prosperity 
of the firm (Orts & Strudler, 2002). An early connection between 
stakeholder theory and sustainable development may be found in Clarke 
and Clegg’s (1998) book, “Changing Paradigms: The Transformation of 
Management Knowledge for the 21st Century”.  

Following the categorization of stakeholder theory by Donaldson and 
Preston (1995), the central premise in stakeholder management is 
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primarily utilitarian in its nature and built largely on instrumental 
premises. Not until recently have the ethics-based approaches appeared 
(Mathur et al., 2008; Moodley et al., 2008; Smyth, 2008). On the whole, 
the mainstream approach in project stakeholder management is to 
effectively manage stakeholders in alignment with project interests, 
making profit through project objectives, while achieving a net increase 
in societal welfare (Smyth, 2008). Similarly, Mathur et al. (2008) 
highlight the evolving discourse on stakeholder engagement, 
sustainability and its assessment; they note that existing practice views 
stakeholder engagement mainly from a management perspective and 
less often from an ethical perspective. 

A number of authors have also investigated the stakeholder theory in 
quality management and some of these papers represent an effort to 
promote sustainability from the perspective of the quality framework 
(Garvare & Isaksson, 2001; Isaksson & Garvare, 2003; Foster & Jonker, 
2003; Edgeman & Hensler, 2005; Foster, 2005; Garvare et al. 2006; 
Johansson, 2006; Garvare & Johansson, 2007). Above all, however, 
there is a recurrent emphasis on “stakeholder involvement” (Proenza, 
2001; Roman and Colle, 2002; Caspary & O’Connor, 2003; Cecchini & 
Raina, 2004; Colle, 2005). Roman and Colle (2002) calling for 
“conscientious attention to participation” because it “conveys a sense of 
ownership; it provides indigenous wisdom; it helps reflect societal 
values and needs; it provides important resources, such as volunteers or 
technical expertise.” Kanungo (2004) states that collective ownership 
implies access to everyone regardless of their social status. The 
management of external stakeholders has received only little attention. 
However, due to the rising ethics and sustainability issues, the strategic 
importance of external project stakeholder management will increase in 
the near future. 
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3.2.6 Portfolio Theory 

Portfolio theory was first identified and developed by Harry 
Markowitz in the 1950's. His work forms the foundation of modern 
finance. The resulting theory as modified and extended by many 
researchers is often called modern portfolio theory.  

Modern portfolio theory (MPT) attempts to maximize anticipated 
portfolio returns commensurate with a given quantity of portfolio risk, 
or minimizing risk for a given level of expected returns, by carefully 
choosing the proportions of various assets (Bhalla, 2010). Portfolio 
theory is a mathematical formulation related to the concept of 
investment diversification, with the aim of selecting assets that 
collectively involve lower risk than any individual asset. While 
investigating the relationship between income diversification and 
financial sustainability for non-profits, the modern portfolio theory 
suggests that more diversification reduces volatility at the expense of 
reduced expected income. Income diversification is embedded in the 
portfolio theory (Kingma, 2003). 

 In portfolio theory, it is often assumed for the sake of simplicity that 
returns are normally distributed over the time period under analysis 
(Greenlee & Tuckman, 2007). With this assumption, portfolio efficiency 
is determined simply by compounded expected returns and the standard 
deviations of the simply compounded returns (Norstad, 2005). Income 
diversification has become a prevalent practice in firm finance. Income 
diversification, according to the portfolio theory, has far-reaching 
implications for public financial management as it may influence 
financial sustainability, which has been an important policy objective for 
administrators of organizations (Trussel, 2002). 
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3.3 Critique of Theories 

This study reviewed a number of theories in order to form a strong 
foundation for identifying a financial sustainability model based on the 
optimal determinants of sustainability. These include resources 
management, income generation, income diversification and stakeholder 
relationship management. Despite the weaknesses of the individual 
theories that have been reviewed, there is no doubt that each theory has 
its own relevance in this study. 

Agency theory, also referred to as the principal-agent problem, 
concerns motivating one party to act in the best interest of the other in 
order to realize the organisation’s goal(s). The challenge in the 
relationship lies in getting the parties to work together towards attaining 
the sustainability of the organisation. While this theory has been widely 
used by organisations, its weakness lies in the fact that an agent-
principal relationship is always likely to pose the agency problem. This 
is likely to result in goal conflicts between the principal and the agent 
(Saam, 2007).  

Resource-based view (RBV) has emerged in recent years as one of 
the substantial theories of strategic management, a tool of organizational 
sustainability. According to Barney (2001), a firm can create sustainable 
competitive advantage by developing its unique resources and 
capabilities. Thus, firms that enjoy rare and distinguished resources are 
better placed compared to those that do not possess such resources. 
Despite the positive contribution of this theory, it has over-looked the 
role of entrepreneurial strategies and entrepreneurial abilities as the 
crucial sources of a firm’s competitive advantage. The application of the 
theory should not be limited to physical resources; it should also include 
human resource capabilities that form the basis of organisational 
sustainability. Within the larger focus on financial sustainability, the 
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human resource factor is key towards achieving financial sustainability 
for CROs.   

The theory of resource dependence is built upon the notion that not 
every organisation is independent of other organisations, this because 
organisations are dependent on a pool of resources. While it is true that 
no one organisation can claim to be entirely independent from all others, 
it is important that organisations strive to meet their needs in sustainable 
ways. The argument advanced in this study is based on the notion of 
a departure from dependency to achieve financial sustainability. There 
is need for CROs to distance themselves from dependence and affirm a 
theory of Resource Independence for purposes of self-sustenance.  

The relevance of the theory of complexity is based on the element of 
unpredictability. Organisations, especially those that rely purely on 
donors, are characterized by high levels of financial unpredictability.  In 
this study the theory of complexity applies because the financial 
sustainability of CROs is unpredictable. For these organisations to attain 
financial sustainability there is need for all other resources to be well 
coordinated into one system. Such an approach will ensure the 
predictability of the future of community based organisations.  

Stakeholder theory holds that the purpose of a business is to create as 
much value as possible for stakeholders. Within this understanding, the 
sustainability of an organisation is thus based on its ability to meet the 
interests of customers, suppliers, employees, communities and 
shareholders.  In connection with the current study, stakeholder theory 
finds its relevance as a focus on the interest of all stakeholders in the 
organisation. Among the major groups that relate to CROs are the 
donors. CRO sustainability is partly informed by donor and stakeholder 
management. Thus, the principles of stakeholder theory remain relevant 
for any financial sustainability of CROs.    

Portfolio theory is a theory founded on the tenets of financial 
diversification for organisational sustainability. The theory suggests that 
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diversification reduces volatility at the expense of reduced expected 
income (Kingma, 2003). Although the sustainability of an organisation 
cannot be limited only to income diversification, the provisions of the 
theory are crucial in ensuring financial sustainability of organisations. 
Thus, the theory was found relevant in the current study which holds 
that income diversification is one of the factors that influences the 
financial sustainability of CROs.  

3.4 Empirical Review of Related Literature 

Empirical literature is based on previous studies that have been 
conducted by researchers. This section reviews empirical literature 
related to the major variables of the study. These include resources 
management, income generation, income diversification, stakeholder 
relationship management factors in relation to the financial 
sustainability of CROs. 

3.4.1 Financial Management Strategy and Financial Sustainability 

Financial management in CROs is concerned with ensuring that 
funds are available when needed and that they are obtained and used in 
the most efficient and effective way to the benefit of the CRO (Waddell, 
2000). From an organizational point of view, the process of financial 
management is associated with financial planning and financial control. 
Financial planning seeks to quantify various available financial 
resources and to plan the size and timing of expenditures. The 
requirements of financial management practice can impose a significant 
burden on CROs (Waddell). Managing the movement of funds in 
relation to the budget is essential for a CRO. At the corporate level, the 
main aim of the process of managing finances is to achieve the various 
goals a CRO sets at a given point in time (Linton, 2005). Financial 
managers aim to boost the levels of resources at their disposal.  
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A financial instrument is a contract that gives rise to both a financial 
asset of one enterprise and a financial liability of another enterprise. The 
financial instruments of the organisation comprise mainly of available 
financial assets, investments in equity securities and government 
securities (Ahrens & Chapman, 2006). Originated loans and receivables 
are loans and receivables created by the organization for providing 
money to a debtor. These include debtors, prepayments and grants 
receivable. Financial liabilities of an organization consist mainly of 
trade creditors and unexpended grants. Used appropriately, financial 
management tools can help an organization to deliver its mission 
effectively and to ensure the best and most beneficial use of available 
resources. The consequences of bad financial management are therefore 
very serious (Ahrens and Chapman). Ahrens & Chapman (2006) argue 
further that good financial management requires sound organizational 
planning together with the implementation of workable systems, policies 
and procedures that can respond to, accommodate and overcome the 
financial challenges that a CRO may encounter. All organisations need 
money. Together with staff, money is the one element that makes the 
greatest demand on management time.  

Church Related Organisations usually exist because they have a 
mission: to cure the sick, to advance a profession, to discover new 
technologies, to educate the public. As Ebrahim (2005) argues, the end 
of project funding all too often means beneficial impacts that should 
have been sustained are lost. Established trust funds provide long-term 
income from interest or a combination of interest and principal.  

Meeting financial goals is essential to fulfilling an organisation’s 
mission, but it is not the top priority. Managers must ask the 'chicken 
and egg' question: Which comes first, the programmes to fulfil the 
mission, or the income (earned or donated) to finance the programmes? 
It is important to recognize that aspirations and financial resources are 
related and that it is management's task to co-ordinate the two (Edwards 
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& Hulme, 1995). All CROs require a financial management system, 
however, many of them may feature only an accounting or bookkeeping 
system. 

 Accounting or bookkeeping is a subset of financial management. 
Financial management is generally the responsibility of the finance 
manager, however, all section managers should contribute to and benefit 
from a financial management system. The role of the finance manager is 
a key role within an organization. The financial manager must be able to 
maintain perspective so that programme activity and administrative 
objectives are directed towards achieving organizational goals. The 
finance manager is in a position to have a bird's eye view of the day-to-
day operations of the organization with ability to spot trends, strengths, 
weaknesses and opportunities for improvement (Gray et al., 2006). This 
unique position allows the finance manager to play an active role in 
strategic planning. Strategic planning focuses on the long-term goals and 
objectives of the CRO and should, at a minimum, include the board of 
directors and the key management staff of the organization.  

According to Unerman & O'Dwyer (2006), ethical environments 
within organisations are more important than codes of conduct when 
finance managers seek to resolve ethical dilemmas. Catasus & Gronlund 
(2005) found that management’s attitude toward internal control was 
significant when accountants were asked to evaluate the control 
environment of an organization. A more important issue, however, is 
whether these internal control factors are actually related to 
misrepresented financial information. Numerous empirical studies have 
examined both the needs of financial reporting and the management 
skills required for public accounting purposes. Skoog (2003) carried out 
research on the visualization of value creation through the management 
control of intangibles; Power (2004) analysed the financial management 
of everything, while Waddell (2006) carried out a study on the 
complementary resources: the win-win rationale for partnerships with 
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CROs. These studies found that organisations are more apt to voluntarily 
disclose negative earnings surprises than positive earnings surprises.  

Sound financial management practices, good governance, and 
accountability are essential building blocks for stimulating improvement 
and better value for money in CROs. Gray (et al 2006) have surveyed 
CROs, civil society and accountability, making people accountable to 
capital and Ebrahim (2005) did a study on accountability myopia, that is, 
losing sight of organizational learning. Financial statements are intended 
to be understood by readers who have a reasonable knowledge of 
business, economic activities and accounting and are willing to study the 
information diligently (Linton, 2005). Financial statements may be used 
for different purposes. Owners and managers require financial 
statements to make important business decisions that affect continued 
operations. Financial analysis of these statements provides management 
with a more detailed understanding of the figures.  

Earlier research showed that management control, such as 
accounting, has a stabilizing function (Huque & Rahman, 2003; 
Jackson, 2009). Financial management plays an important role in 
supporting new diffused program practice.  Some experts even argue 
that programs can only be fulfilled to the extent that they can be realized 
through the deployment of technologies (Gray et al., 2006). As a 
consequence, technologies become imperative in terms of realizing 
program objectives (Ahrens and Chapman, 2006). The development of 
management control research in the past decade has been associated 
with strategic, informal and non-financial aspects of organizational 
control systems, often in combination with more tactical, formal and 
financially oriented aspects (Waddell, 2000).  

Even though the general trend is to acknowledge management 
accounting as a stand-alone method, in practice it is important for 
management to include a more strategic perspective on control.  
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Gunderson (2011) reveals that many establishments need to address 
the structural imbalance between their declining revenues and their 
operational and capital needs. He finds that these establishments need to 
adopt different ways of doing business that will endure beyond the 
financial crisis. In order to manage effectively during critical times, 
financial managers should focus on rational, proactive measures to 
preserve essential services and to ensure fiscal resilience, reviewing 
financial positions, practices and policies, and taking action to develop 
appropriate short- and long-term strategies.  

Gunderson (2011) revealed that, for financial sustainability to 
succeed, effective financial management including funds flow control 
systems, financial planning, budgeting systems, asset management 
systems, accounting policies and procedures, internal and external 
auditing systems, reporting and monitoring systems, information 
systems, financial analysis and plan implementation, are required. 
Gunderson confirmed that the goal should be to manage revenues as 
carefully as expenditures, and to foster financial stewardship as well as 
cost containment.  

Gunderson also found that financial managers can use hard times to 
pursue organizational change or shed outmoded business practices. They 
should also ensure that funds are available when needed and that they 
are obtained and used in the most efficient and effective way to the 
benefit of the CRO, this because financial management plays an 
important role in supporting new programs to be diffused in practice.  

Since 2006, the European University Association (EUA) has been 
conducting ambitious research on the financial sustainability of 
universities. In 2007, EUA was identifying supplementary revenue 
streams for universities and promoting modes of governance that 
support optimal transparency in financial management because 
sustainability is a process, not an end. An organization does not 
“become” financially sustainable and then rest on its success. 
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Sustainability involves all the elements and functions of an organization, 
and every major decision made within the organization, from human 
resources to finances to service delivery must be considered through the 
filter of sustainability. Focusing on the organization’s commitment to 
sustainability helps decision-makers to look toward the future and to 
consider all relevant factors, instead of making more expedient and 
shortsighted decisions. The association concluded that financial 
management tools do help an organization to deliver its mission more 
effectively and to ensure the best and most beneficial use of resources. 
This is because sound financial management practices, good 
governance, and accountability are essential building blocks for 
stimulating improvement and better value for money with regard to 
faith-related organisations.  

Hendrickse (2008) traced governance and the financial sustainability 
of South African NGOs for the period 1990 to 2002 with the intention of 
developing improved options for the future regarding the sustainability 
of the sector, especially with regard to financial management and 
governance. The study found that the main aim of the process of 
managing finances is to achieve the various goals established at a given 
point in time and that an executive management team, the operational 
arm of the organisation, that clearly understands its roles and functions, 
should manage an organisation. This is because financial management 
tools can help an organization to deliver its mission effectively and 
ensure the best and most beneficial use of resources.  

Kamminga (2007) conducted a sample survey of 28 CROs to obtain 
a more general picture and to be able to generalize results. He found that 
CROs that are totally separated from the religious construct execute all 
kinds of programmes, from lobbying for human rights to basic needs 
and emergency relief. The degree of affiliation with the religious 
institution was determined on the basis of the organizational profile 
found in the project plan of the CRO.  In the quest for meeting the basic 
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and emergency needs of the surrounding community, these CROs have 
established sustainable activities, with a well-functioning and sound 
financial management. The control function that a Church board can 
fulfil is potentially quite positive, as it can motivate a CRO to keep its 
mission in mind while monitoring its financial affairs. Managing the 
movement of funds in relation to the budget is essential for a CRO. 
Financial planning in the CRO seeks to quantify the various financial 
resources available and to plan the size and timing of expenditures. 
CROs possess the skills to make their programmes sustainable within 
the context of a clear intervention strategy.  

A study by León (2001) found that achieving financial sustainability 
is a long-term goal that requires the concerted efforts of the entire 
organization. She also found that while access to grants or preferential 
conditions is a competitive advantage enjoyed by non-profit 
organisations, they cannot rely exclusively on such privileges to reach 
their goals; to do so would be to allow luck to determine fate. The study 
confirmed that achieving financial sustainability is an ongoing process 
that must become part of the organization’s day-to-day management 
process in strategic planning, in administration and finances, in 
fundraising policies, and in the planning and implementation of 
strategies that enable them to generate their own income. The study 
concluded that creativity alone is not enough to achieve financial 
sustainability; it is essential to adopt the most advanced strategies and 
methods within reach to maximize the potential for success. The study 
also concluded that achieving financial sustainability should no longer 
be an impossible dream. Achieving this goal is both a necessity and an 
obligation for non-profit organisations since it ensures the ability to 
accomplish their respective missions (Leon, 2001). 
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3.4.2 Resource Management and Financial Sustainability 

Tescopol y (2009) found that despite the vast differences among the 
world’s CROs, most share a common dilemma: the lack of funds limits 
the quantity and/or quality of the important work they do. The study 
found that unlimited needs chasing limited resources are a fundamental 
fact of economic life in rich countries and in poor countries. CROs 
increasingly find that grants and donations are inadequate to meet 
current program needs and especially inadequate for purposes of 
expanding program activities. The study concluded that with so many 
worthy causes competing for the attention and generosity of the public, 
even wealthy donors lack the resources needed to fund every worthwhile 
effort (Tescopoly, 2009).  

Hamprecht (2006) in his study found that one useful way to 
influence institutional demands is to establish voluntary sustainable 
initiatives in the form of policies, codes of conduct, management 
systems, programs, certification schemes, or roundtables. Barnett and 
King (2008), revealed that voluntary sustainability initiatives may help 
to overcome the environmental or social problems commonly faced by a 
collective of organisations, they may limit the risk of unwanted laws, 
societal norms, or standards being externally imposed and help to raise 
the institutional expectations that CROs face. Zadek (2004) confirmed 
that voluntary sustainable initiatives help to control potentially 
competitive disadvantages due to the higher costs of environmentally 
and socially friendly practices while Bansal & Clelland (2004) 
encourage environmental “watchdogs” to investigate more intensely the 
activities of competitors. McWilliams et al. (2002) concluded by 
encouraging competitors to invest in similar sustainable strategies, and 
to create market entry barriers hindering environmentally or socially 
negligent supply chains from accessing the market.  

However, some researchers (Wright et al., 2005; Hamprecht, 2006) 
found that resources which are particularly necessary to establish 
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voluntary sustainable initiatives to overcome the institutional 
competition of diverse logics, and to finally affect the intended 
institutional changes, have not been analysed. Misangyi et al. (2008) 
found that resource management enables CROs to establish voluntary 
sustainable initiatives and to compete with existing and emerging 
institutional practices (Misangyi et al., 2008).  

Hamprecht (2006) found that the identification and management of 
such key resources has yet to happen in institutional entrepreneurship. 
Transferring these ideas into CRO logic, Hamprecht reveals that the 
concept of resource value indicates its effectiveness in achieving the 
intended institutional change.  

Simultaneously, resources have to be rare, difficult to duplicate, and 
non-substitutable in order to rule out competitive parity of different 
institutions, preventing defenders of the institutional status quo or 
further competing actors in the institutional field from achieving an 
institutional change in other directions.  

The creation and establishment of institutional arrangements 
typically involves collective action formations of multiple organisations 
(Hargrave & van de Ven, 2006). Hence, key resources of CROs could 
span firm boundaries in interconnected constellations (inter-firm 
alliances or networks), allowing the mobilization of external resources 
or entire networks to achieve the intended change in institutional 
practices (Hargrave and van de Ven, 2006). Such key resources can be 
categorized into relation-specific assets, complementary resources, 
knowledge-sharing routines, and effective governance mechanisms 
(Dyer & Singh, 2004) as well as social capital on the network level 
(Nahapiet and Goshal 1998). To protect the value created by those 
resources, Dyer and Singh (2004) stress asset interconnectedness, 
partner scarcity, and resource indivisibility as rent preservation 
mechanisms. 
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3.4.3 Income Generation and Financial Sustainability 

CROs experience difficulty in finding sufficient, appropriate and 
continuous funding for their work (Jacobsen, 2005). They confront the 
challenges of accessing donors and dealing with their funding 
conditions. They perceive that certain cartels of individuals and CROs 
control access to donor funds. They have limited resource mobilization 
skills and often fail to look for funds that are available locally, preferring 
to wait for international donors to approach them. Local resource 
mobilization offers potential for CROs to raise funds from local 
businesses, individuals, governments and locally generated income 
(Edwards and David, 1995). To do this, CROs must have strong 
governance and accountability mechanisms, clear strategies and local 
credibility. There is high dependency on donors and a tendency to 
design programme interventions to match donor priorities. There is a 
general lack of financial, project and organizational sustainability. CROs 
must be concerned with three aspects of sustainability: enduring impact, 
the continuity of resources, and the viability of the organization. 
Sustainability within each category requires ‘insightful agility’; overall 
sustainability depends on creating a ‘virtual spiral’ linking the three 
categories in a positively reinforcing way (Viswanath, 2000). Viswanath 
further notes that there is a wide gap between what CROs say, what they 
do, and how people perceive them. Despite all the rhetoric about 
participatory development and building stronger civil society, CROs 
tend to ignore active communication with and listening to their local 
constituencies.  

According to the World Bank (2000), income generation is a key 
programmatic strategy to address alternative means of making a living 
in a dignified way. It aims to create opportunities for the deployment of 
resources among CROs in meaningful ways with the objective of 
becoming less dependent, more self-reliant and more effective in serving 
their respective communities. Furthermore, providing support to income 



Literature Review   85 
 

 

generation activities among people of concern, including host 
communities, can support local economic development in a broader 
sense. Income generation programmes frequently generate new skills, 
services and opportunities for host communities and can stimulate the 
local economy, thereby linking relief activity with development activity. 

Business activities offer the possibility of generating rent income for 
CROs. The very idea of dabbling in business speculation and risk-taking 
with an eye on profit-making appears to be anathema to CROs (PRUS, 
2001). Business firms that wish to support social work will typically 
establish a society or a trust as the accepted legal structure for 
supporting social or non-profit work. There is an understanding that the 
sustainability of CRO projects depends on funding continuity. In many 
cases, CROs are dependent solely on foreign donor funding with no 
strategic plans to prepare for a future when donor funding ceases.  Every 
CRO programme is an organisational response to an issue. The 
community is organised in campaign mode around an issue. It is in such 
a context that the CRO derives its raison d'être (reason for existence). 
The sustainability of the CRO depends, therefore, on its relevance, and 
not on the size of its funding or other resources. 

While the general advantages of CROs, such as their relatively low-
cost operations, their ability to reach the poor and their general 
innovativeness is affirmed, the challenge facing CROs is to reach out 
from this positive base. According to CRDA (2001), CROs need to 
develop more business-like operations, focusing on the most practicable 
forms of enterprise structure but without compromising their primary 
goal of providing services to the poor and other disadvantaged groups. 
Technology-orientated projects need to ensure that they concentrate on 
the deployment of technology in a market context rather than focusing 
on technology development per se. CROs together with donors need also 
to strive for a realistic definition of sustainability, working towards more 
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credible project planning processes with an awareness of the dangers of 
excessive investment in project transport.  

It is clear that many CROs are working in areas where both markets 
and government policies have failed. Such CRO work needs to be 
supported with public funds, whether from international donors, 
government sources, or from other “publics”. The time has come for the 
CRO community to approach the public for purposes of raising funds for 
their work. If CROs are to concentrate on what they can do best, namely 
social work, then marketing and fundraising become management 
activities of utmost importance that should not demand too much time 
from CRO leaders, who may not possess the requisite  skills and 
attitudes for such work (CRDA, 2001).  

Excess assets can be used to generate income which may be 
deployed as the CRO determines. They may need to consider renting out 
buildings, providing consultancies, offering training, trading on their 
name with locally made products. Killick (2001) pointed out that the 
participatory element embodied in the development strategies of CROs 
might not always enhance the economic benefits of women within an 
economic development program. The accountability of an organization 
towards its members can be measured in terms of economic benefit; the 
higher the organisation’s accountability to its members, the greater the 
socio-economic benefits. Communities have assets, wisdom, labour, 
time, and skills to be applied to their own development programmes.  

Income generating programs (IGPs) are intended to enable CROs to 
attain ‘self-sufficiency’ by engaging in activities like agriculture, service 
provision (e.g. food vending, charcoal making) or trade (Norton and 
Foster, 2001). The idea behind self-sufficiency or self-reliance is that 
most CROs are in fact able to support themselves and should not be 
dependent exclusively on donor assistance.  Governments do allow 
CROs to pursue income generating activities. In some instances, IGPs 
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are locally integrated, thus assisting CROs in their livelihood pursuits 
within the host community.  

Self-generated income is one way for an organization to diversify its 
revenue sources. An organization can generate unrestricted income, 
income that the organization, not some external donor, decides how to 
spend.  

Tschang et al., (2002) in their study on scaling-up information 
services for development, found that financial sustainability occurs 
when a project achieves revenue equal to or greater than the expenditure 
and economic return of a project (Tschang et al., 2002). This may be 
difficult to achieve when the initial funding agency ends its financial 
support.  

A study by Abt Associates (2010) found that developing a financial 
plan ensures the overall financial sustainability of the organization. A 
financial plan estimates expenses and revenues for each year covered by 
the strategic plan, with input from both program and financial staff. 
Revenues include external funding and funds from user fees or other 
income-generating activities.  

Kamminga (2007) studied CROs and development work by 
assessing capacity and comparative advantage and found that the 
Presbyterian Church of Ghana (PCG) is focused on strengthening the 
leadership capacity of its Church members. It does this by training so-
called “catechists” or “care-takers” at the Ramseyer Training Centre 
(RTC) and Presbyterian Lay Training Centre (PLTC). The study found 
that the PCG has trained 3000 catechists at the training centres within 
the past 40 years and also offered micro-credit schemes for widows and 
computer courses for all participants. Income generating programmes 
such as the renting of buildings for events such as conferences are also 
undertaken, thus contributing to the financial sustainability of the 
centres.  
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An estimated 300,000 people in the Yucatán Peninsula of Mexico do 
not have access to clean water in their homes. A study by Hartman 
(2011) evaluated the operational and financial sustainability of water 
purification plants in the Yucatán Peninsula and found that Living 
Waters for the World (LWW), a faith-related organization, partners with 
Churches in the Yucatán to install water purification systems to increase 
distribution of clean water. In the interest of  promoting sustainability, 
LWW encourages their partners to sell the clean water to the 
communities at a modest rate.  

The two studies just reviewed cite the initiatives of the respective 
organisations in their quest for financial sustainability. However, they do 
not evaluate the factors that hinder or destabilize financial sustainability 
in these organisations, which is the main focus of the current study.   

3.4.4 Income Diversification and Financial Sustainability 

Diversification of funding sources is essential to increase the 
stability of CROs income streams. As a response to the economic crises, 
tapping international funding streams might be more important than ever 
(Kurosaki, 2003). In particular, funding from donor governments and 
their respective bilateral aid agencies has provided excellent 
opportunities for CROs. In the face of funding challenges, some CROs 
have responded with the same entrepreneurial spirit, good planning and 
hard work that brought them success in their core activities (Barrett, 
Bezuneh, Clay & Reardon, 2000).  

They have directed fund-raising activities at the general public, they 
have tapped new corporate donors for monetary and in-kind support, and 
have sponsored one-time fund-raising events.  They have redesigned 
program implementation strategies to include cost-recovery components 
whereby the beneficiaries of the program pay a portion of, or sometimes, 
all program costs (Henin, 2002).  And today some CROs own and 
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manage restaurants, tour companies, banks and clinics, among other 
businesses.  

One definition of income diversification, perhaps closest to the 
original meaning of the word, refers to an increase in the number of 
sources of income or the balance among the different income sources 
(Jenkins and Yakovleva, 2006). Thus, an organization with two sources 
of income would be more diversified than an organization with just one 
source, and an organization with two income sources, each contributing 
half of the total, would be more diversified than a organization with two 
sources, one of which would account for 90 percent of the total (Joshi et 
al., 2002; Ersado, 2003).  

For many CROs, social enterprise serves as a strategy to diversify 
their funding base, to decrease reliance on donors, and to recover or 
subsidize program costs. In these cases, the social enterprise helps to 
reduce program deficits and deploy resources more efficiently (Rao and 
Holt, 2005). CROs seeking to diversify income may set modest financial 
objectives. There are no magic answers, no simple solutions; every CRO 
is unique (Clark, 2007). But there are ideas, information and sources of 
practical support for CROs wanting to broaden their income base and to 
explore sustainable funding not as a single source of income, but as a 
process comprising several related parts (Migros, 2008). Diversification 
should begin with a strategic analysis of the status quo, the institutional 
strengths, specificities and opportunities, as well as a survey of the 
competitive environment. Pre-existing additional income streams should 
be included in the overall evaluation (Lavie, 2006). Apart from 
undertaking an appropriate analysis of cost effectiveness and the risk of 
various activities, institutions need to assess the appropriateness of these 
activities in relation to the mission and culture of the CROs.  

The commitment of CRO leadership to this process is of crucial 
importance. The leadership is best placed to project vision and build the 
case for diversification activities, as well as engage the broader Church 
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community in the process (Reisch et al., 2008). CRO leaders also play 
an important role in shaping the necessary change processes related to 
diversification, whether cultural or organizational change. Many of the  
activities intended to increase and generate new income sources require 
new expertise, which is not always available within the institution. 
Churches may recruit professionals from outside the congregation or 
invest in the development of staff to acquire these skills (Dauncey, 
2009). When external staff is recruited, it is important that they 
understand the specificities of the research and education environment 
and that they become integral members of an established team. 
Professionalization is relevant at all levels, including human resource 
management, knowledge transfer activities, research administration and 
financial management.  

A gradual approach to structured development of staff capacity may 
be most suitable considering the fact that the potential to invest in 
human resources is reduced in times of financial constraints (Ciliberti et 
al., 2008). Given the high relevance of building up these skills for 
successful income diversification, targeted support from governments 
towards this end would be useful.  The success of income diversification 
strategies depends largely on the ability of the institution’s leadership to 
communicate effectively with the Church community as well as with 
external stakeholders. CROs need to reinforce awareness around the 
range of activities they undertake and the added value they create for 
society, helping potential partners to evaluate funding options (Hargrave 
and Van de Ven, 2006). External communication should also contribute 
to the reinforcement of the image and the specific profile of an 
institution. Communication can also usefully be undertaken at sector 
level, upholding the value of higher education for the wider community.  

Risk management constitutes a major driver for income 
diversification for CROs (Beringer et al., 2008). The perception that it is 
necessary to spread financial risks is commonly shared among CROS, 
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especially in light of the consequences of the economic crisis and on the 
basis of pessimistic expectations regarding future trends in funding from 
“traditional” sources. Developing additional funding streams becomes 
necessary to mitigate negative consequences of a sudden drop in income 
or to fuel further growth of the Church’s activities.  

CROs also tend to approach income diversification as a means to 
achieve greater flexibility in their internal financial management. 
Income generated by the institution often responds to different rules in 
terms of monetary allocation. There is a commonly shared perception 
that additional income sources may involve fewer administrative 
requirements, although, in reality, this is not necessarily the case. 
Fragmentation of donor funding exacerbates this issue, with different 
donors following complex, diverse rules and requirements (Amsler, 
2009). This fragmentation calls for swift action by donors to streamline 
funding modalities across the different funding regimes.  

Large, broadly related CROs are generally better equipped to 
diversify their funding sources than smaller CROs. They can take 
advantage of their recognizable name and logo.  They have more 
technical skills on which to build commercial activities.  They have 
more contacts and connections with outside groups with which to form 
partnerships. And internally they have more experience adopting new 
programs and adapting to organizational change. These CROs also often 
have a greater need to seek outside funding because of their higher costs 
for support services and overhead (Daub, 2007).  On the other hand, 
smaller CROs have the advantage that relatively small amounts of self-
generated funds can make a big difference in ensuring their financial 
viability.  

In a study by Weiwei (2010) on Non-profit Revenue Diversification 
and Organizational performance, questionnaires were administered to 
executive directors of 1,115 New Jersey human services and community 
improvement organisations. Using data from 501 responding 
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organisations, this study found that certain organizational and 
environmental characteristics have a significant influence on non-profit 
revenue diversification. As expected, some capacity, management, 
investment and environment measures have a positive impact on funding 
variety, but fewer measures have a positive effect on revenue balance. 
Multiple regression analyses reveal that most of the hypotheses 
regarding predictors of financial sustainability are not confirmed which 
suggests that the research model does not include other factors that 
significantly impact non-profit financial sustainability. The study 
concluded that revenue diversification does help organisations maintain 
their financial sustainability.  

Mayer et al. (2012) conducted a study on the Impact of Revenue 
Diversification on Expected Revenue and Volatility for Non-profit 
Organisations and found that the effects of diversification on volatility 
and expected revenue depend on the compositional changes in the 
portfolio. They found that a more diversified portfolio achieved by 
replacing earned income with donations reduces both volatility and 
expected revenue, while replacing investment income with donations to 
achieve an increase in diversification of the same magnitude reduces 
volatility and increases expected revenue. This suggests other motives 
for non-profit organisations to hold investments.  

In a study on the impact of revenue diversification and the economic 
basis of revenue stability which was an empirical analysis of county and 
state governments, the findings of Yan (2008) indicate that income 
diversification affects income sustainability conditional on the instability 
of a jurisdiction’s economic base. The county level analysis suggests 
income diversification significantly increases the income instability of a 
county that has a stable economic base and the income stabilizing effect 
of diversification is enhanced as an economic base becomes more 
unstable. However, the state level analysis shows that income 
diversification significantly reduces income volatility for a state that has 
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a stable economic base and the income sustainability effect of 
diversification decreases when an economic base becomes more 
unstable (Yan, 2008). 

 The reviewed studies investigated the aspect of diversification. For 
instance, a finding by Mayer (et al 2012) established that the motive of 
many non-profit organisations was not for financial sustainability but for 
profit making. This study is not investigating the various approaches to 
financial sustainability such as diversification, but rather the factors that 
influence financial sustainability in CROs. 

3.4.5 Stakeholders Relationship Management and Financial 
Sustainability 

Donor relationship management is not just a tool to collect data from 
donors; it is a holistic strategy, a methodology of collecting, organizing 
and analysing every aspect of donors. The field of donor relationship 
management became the responsibility of the professional staff and the 
principles of donor relations were integrated into many aspects of the 
development and institutional advancement programs of charitable 
organisations and CROs. Dependence on grants and donations can also 
inhibit the autonomy of CROs when choosing which program activities 
to undertake and selecting the most effective intervention strategies to 
achieve program goals (Bekkers, 2005). To a certain extent, all donors 
have their own views with regard to which problems are important and 
which are the best intervention strategies to address such problems. 
CRO managers may be compelled to “follow the money” and allow 
donors to dictate the scope and direction of their activities, or, 
alternatively, receive no funds at all.  

The various processes and procedures involved in the delivery of aid 
has made both donors and developing countries realize that development 
impacts were affected by these overwhelming transactions. Thus, armed 
with the intention of effectively delivering aid through efficient use of 
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scarce resources, multilateral and bilateral donors, together with their 
partner, countries decided to harmonize their operational policies, 
procedures and practices with the conscious effort of aligning 
development support with country-owned development frameworks. 
Financial sustainability involves all the elements and functions of an 
organization and every major decision made within the organization. As 
the work of CROs broadens and becomes more complex, concerns about 
their capacity and sustainability will loom much larger and have more 
significant implications for development processes. Non-profit 
organisations, like all institutions, wrestle continually with the question 
of how to keep going and to improve their lot, especially during today’s 
difficult economic times. In short, non-profits must constantly strive for 
sustainability. The need to strengthen the financial sustainability of 
CROs and civil society organisations to fulfil multiple and increasingly 
complex roles has been identified time and again by CROs themselves, 
by donor agencies and by governments (Fowler, 2000; Kaplan, 1999). 
Organisations must recognize that their stakeholders and the need of 
their stakeholders may change over time, and they must consciously 
change and adapt as required.  

Evidence regarding the cost of intervention is critical for program 
decision making, because it provides evidence about the potential for 
sustainability. According to a UNDP representative, CRO financial 
sustainability is probably the most talked about issue at the stakeholder 
meetings of non-profit organisations (PIANGO, 2000). It is one thing to 
be able to access funds and quite another to have the capacity to deliver 
what has been agreed to. Alongside finance, CROs recognize the need to 
develop their own capacity in a number of areas. Fowler (2000) argues 
that it will be a long time before CROs find avenues of sustainable self-
financing to replace official development assistance.  

There are two main routes through which funds are transferred to 
CROs: the indirect route in which resources are provided to CROs 
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which then work with CRO partners in the country concerned; and the 
direct route in which funds are given directly to CROs via the donor’s 
country office.  

Donor funding is still overwhelmingly provided through project 
funding (Gunnarson, 2001). Projects have a finite funding lifetime and 
within this framework the issue of core administrative costs remains a 
very difficult area for negotiation. Essentially, the view from the CRO 
sector is that whilst it is possible to access project funding from donors, 
it is difficult if not impossible to obtain funding for core administration 
costs such as salaries, the cost of renting a building, vehicles for project 
use and so forth. The end of project funding all too often means that 
beneficial impacts that should have been sustained are lost.  

The role of CROs as important determinants of giving and pro-social 
behaviour is undisputed. The antecedent qualities of religiosity to foster 
and harness pro-social and giving behaviour are well documented; a full 
exposition of this work is beyond the scope of this study. Indeed, the 
concept of charity and the development of pro-social behaviour is a 
common denominator in global faiths, and therefore religion and charity 
are often perceived to “go hand in hand” (Bateson et al., 1993; Bateson 
et al., 2006). Each global religion has its own unique tradition of giving, 
but all place a strong emphasis on nurturing altruistic ties with charity, 
and the heart of faith-related giving is often a sense of selflessness, 
sacrifice and an afterlife in which deeds are accounted for (Emmons and 
Paloutzian, 2003). Indeed, receiving a return on charity in the afterlife is 
a powerful driver of religious giving motivations. Christiano (2000) and 
Brooks (2003) assert that religious establishments have been 
instrumental in shaping the nature, character and quality of social 
capital. This is because religious institutions encourage a sense of duty 
and obligation to maintain and sustain relationships with the needy and 
the poor (Brooks, 2003). However, Brooks (2004) also highlights the 
heterogeneity of religious sentiment in giving behaviour and offers 
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several explanations for understanding religiosity's effects on charitable 
giving.  

Seeking demonstrable utility or simply wanting to help those in need 
and seeing a positive change as a result in the recipient's condition 
(Sargeant et al., 2006) is considered to be a key motive in religious 
giving and indeed in explaining general giving behaviour (Brooks, 
2003). Alternatively, a self-serving principle guiding religious giving, 
where religious givers seek to enhance the faith condition of the 
recipient, has also been proposed. Also, a religiously induced altruistic 
personality may develop into habitual giving behaviour. Brooks (2004) 
argues that no real consensus in understanding religiosity's effects has 
been reached and the mere search for a feeling of self-fulfilment through 
what Andreoni (1989) refers to as warm glow is rather simplistic. 
Notably, faith-related giving attracts a substantial ratio of overall 
individual giving in many countries.  

In a study carried by Burnett (2002) he recognized the need for what 
he termed relationship fundraising, dealing with donors individually, 
recognizing each donor as unique in terms of giving history, motivations 
for giving, and the overall standard of care expected from the charities 
being supported. He found that the entire relationship with a donor 
should be viewed holistically and fundraising decisions taken in light of 
the perceived value of the overall relationship. The findings of the study 
also indicated that recognizing the benefit of a future income stream, 
CROs are not afraid to invest in their donors and to allow them greater 
flexibility over the content, nature, and frequency of the 
communications they receive which  might make people feel important 
(Burnett, 2002).  

Plummer (2009) found that although the initial costs of 
implementing such a strategy are undoubtedly higher, the benefits in 
terms of an enhanced pattern of donor loyalty, and therefore the future 
revenue stream, far outweigh this investment. He also found that donors 
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should be able to choose when communication is initiated and the form 
that it might take. The study revealed that one way in which CROs 
might achieve this goal is to ensure that they give ongoing and specific 
feedback to donors as to how their funds have been put to use, in 
particular the benefit that has resulted for the beneficiary group. 
Plummer (2009) concluded that if this feeling of impact on the cause is 
not strengthened, it seems less likely that donors will view other causes 
as being more deserving than those they already support.  

Matten and Moon (2008) in their study on implicit and explicit 
corporate social responsibility found that donors viewing the 
communications they receive as informative, courteous, timely, 
appealing, and convenient appear to remain loyal for a greater period of 
time. The issue then becomes how best to achieve this perception. They 
found that a donor, ideally, should be able to select the pattern of 
communication he or she wishes to receive. Wilson (2003) indicated that 
some CROs offer donors the opportunity to specify how frequently they 
would like to hear from the organization, whether they would like news 
about how their gift has been employed, whether they would like such 
news but not additional letters asking for money, and so on. Such 
practices are likely to improve perceptions of the quality of 
communication received and thereby enhance loyalty (Wilson, 2003). 
Furthermore, Hobson (2006) revealed that CROs could also offer donors 
some choice over whether or not they wish to be asked for a specific 
sum. Some donors may welcome guidance about the appropriateness of 
certain gift levels. Others may prefer to take such decisions themselves 
and not be prompted by the CRO (Hobson, 2006). Obviously, where 
specific sums are requested, CROs should be sure they are appropriate 
given the financial ability of the donor (Sargeant & Woodliffe, 2007).  

A study by Clarke (2006) revealed that as CROs began to recognize 
the true value of maintaining and upgrading a donor’s relationship and 
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support, the roles of acknowledgment, recognition, and stewardship 
shifted from being rote activities to being strategic actions. 

Bateson, Nettle & Roberts (2006) found that many grants and 
donations carry restrictions on the types of expenses that they may 
cover.  They also found that most common restriction relates to direct 
program costs, but not the costs of support services or other overheads 
incurred by the CRO. The CROs must “contribute” these costs on their 
own, or at least cover an increasing share of these costs over time. The 
study confirmed that uncertain continuity of donor funding, whether 
short-term or long-term, makes it extremely difficult for CRO managers 
to plan and implement their organization’s core activities.  It may also 
force a CRO to lead a project- to-project existence, being unable to 
make long-term plans to expand core activities or to improve the quality 
of program services. 

A study commissioned by Action Aid International in 2009 on 
“Understanding and Practice of Development and Financial 
Sustainability of CROs/NGOs in Uganda” draws a conclusion and 
recommendation of the donor – CRO relationship. The study 
recommended that CRO and donors should carry out further research 
and share concerns with regard to the financial sustainability of CROs. 
According to the study, only 25% of donors and 45% of CROs have 
some level of understanding the emerging trends regarding ’financial 
sustainability’.  Furthermore, the study revealed that out of the 300 
CROs/NGOs sampled:  72% considered financial sustainability as a 
priority whilst 13%, 7.%, 8%,  considered organizational, community 
and benefit, respectively, as priorities. Kisinga and Angila (2006) in 
their report on Sustainability and NGO Investment in Kenya, posit that 
the NGO should actively encourage entrepreneurship, so long as those 
enterprises meet legal and tax obligations and the profits are reinvested 
into the organisations.  
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The difference in orientation, understanding and management 
amongst CROs is evident in the just reviewed studies. It is therefore, 
necessary to understand CRO dynamics, the internal and external factors 
that influence the operations and, to some extent, the way of CRO life.  

3.5 Knowledge Gap 

The review of various theories related to this study, the general 
review of the theoretical literature on financial sustainability, and the 
empirical review of the related studies together constitute an intense 
effort to understand the various aspects that relate to financial 
sustainability in non-profit organizations with specific reference to 
CROs. The current study investigates the determinants of financial 
sustainability of CROs in Kenya. The reviews draw on global, regional 
and local studies.  

It is evident from the theories that no single approach is sufficient as 
a strategy for organisational success especially when addressing the 
question of financial sustainability. From the studies reviewed, it 
becomes clear that factors other than financial sustainability also depend 
upon the viability or continuity of an organization. However, financial 
sustainability remains a challenge for many for-profit and not-for-profit 
organisations.  

Hendrickse (2008) traced governance and the financial sustainability 
of South African Non-Governmental Organisations (NGOs) for the 
period 1990 to 2002 and concluded that good management, especially 
with regard to financial resources, would help an organization deliver its 
mission effectively and ensure the best and most beneficial deployment 
of resources. This finding corresponds to resource-based view (RBV) 
which argues that a firm can create sustainable competitive advantage 
by developing its unique resources and capabilities (Barney 2001). 
However, even though several studies cite good management as a 
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determinant of organisational excellence, complexity theory requires that 
every factor within a system must be considered for its contribution to 
the success of the organisation. While acknowledging the helpfulness of 
applied complexity theory, this study does not examine all aspects of the 
respective organizations studied. The study focuses on the determinants 
of financial sustainability in CROs. 

Several researchers found that resource management enhances 
financial sustainability (Barnett and King, 2008; Hamprecht, 2006; 
Zadek, 2004; Bansal and Clelland, 2004; McWilliams et al., 2002). 
Hamprecht (2006) found that one prominent way to influence 
institutional demands is to establish voluntary sustainability initiatives in 
the form of policies, codes of conduct, management systems, programs, 
certification schemes, or roundtables. Barnett and King (2008) found 
that voluntary sustainability initiatives may help to overcome the 
environmental or social problems commonly faced by a collective of 
organisations, thus limiting the risk of unwanted laws, societal norms, or 
standards being externally imposed and raising the institutional 
expectations that CROs face. Zadek (2004) confirmed that voluntary 
sustainability initiatives help to control potential competitive 
disadvantages due to the relatively higher costs of environmentally and 
socially friendly practices while Bansal and Clelland (2004) encourage 
environmental “watchdogs”. These studies focus on resource 
management and the general management of the organization. However, 
the theories reviewed in this study indicate that a single approach or 
strategy is not sufficient to secure the financial stability of an 
organisation. This study does not focus on one element such as resource 
management but examines the determinants of financial sustainability 
with a special focus on CROs in Kenya.  

CROs are influenced by factors such as land, labor, capital and 
entrepreneur and the roles they play are determined by their essential 
character and mission and vision. CROs control or employ significant 
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human and financial resources, suggesting, at least in theory, that 
financial management tasks are of considerable importance. But while 
exploring financial sustainability for CROs, it important to note that the 
management structures of such entities are often influenced by the 
transcendental nature of their belief systems. In some cases, CROs give 
their spiritual roles more importance than their financial accountability 
requirements, thus side-stepping accountability questions.  

Parker (2002) noted that little attention is paid by accounting and 
management researchers to the financial management and control 
systems in CROs. In their seminal review and critique of 82 published 
field research studies of financial management and sustainability, 
Ferreira and Merchant, (1992) focused only on the public sector and 
four health care organisations, but conducted no studies of religious 
organisations.  

Thus this study assesses the current financial management and 
sustainability practices of CROs by investigating the determinants of 
financial sustainability in the Kenyan context. Further, this study 
provides a conceptual framework and identifies a course of action to 
create more effective and financially sustainable CROs in Kenya. At the 
heart of the research is a financial strategy that managers of CROs can 
follow to gain credibility with stakeholders, thus enhancing their 
strengths in the new and competitive funding environment. 

3.6 Conceptual Framework  

A conceptual framework provides the analytical context for 
investigating and interpreting any relationships among the factors 
relevant to the research problem under investigation. The framework 
may be based on different theories and on various aspects of the 
researcher’s knowledge, depending on what is deemed relevant to a 
research problem at a given point in time (Underhill, 1991).  
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The core focus of this study is on the financial sustainability of 
CROs. As a strategy, financial sustainability is essentially derived from 
the broad strategic plan developed by an organisation. The significant 
underlying factors and components of financial sustainability must be 
acknowledged and examined before it can be attained. 

 Figure 3.1 shows various determinants of financial sustainability 
within an organisation. The conceptual framework is meant to provide a 
clear picture of various components that are likely to influence financial 
sustainability and to demonstrate the relationship between these 
components. 
Figure 3.1: Determinants of Financial Sustainability in Organisations 
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Source: Adapted from Leah (2001).  

3.6.1 The Changing Political, Economic and Socio-Cultural 
Environment 

Within the conceptual framework of this study, the term 
‘environment’ refers to the context in which CROs operate. Generally, 
the environment can be divided into two components: external and task 
environments. The former relates to the political-legal climate, the state 
of the economy, technology, socio-cultural factors and the level of 
competition within ‘the industry’. The latter refers to the specific 
elements with which an organization interfaces in the course of its 
operations (Bartol et al., 2001; Bedeian 1993; McKenna, 1999). For 
CROs, the task environment includes target beneficiaries, donor 
agencies and other stakeholders. For CROs that depend mostly on donor 
grants, , the international environment is very significant.  

This international environment constitutes an ever-changing, uneven 
playing field vis-à-vis the domestic environment, forcing organizational 
managers to  cope with new and emerging rules guiding the exchange of 
goods, services and ideas circulating around the globe (Daft 1997).  In 
order to ensure some level of sustainability, CROs must embrace certain 
strategies to cope with the various elements within the international 
environment.  

One such element is strategic planning. This is a process of 
identifying the goals of the organisation and the broad strategies to be 
used in attaining those goals including a disciplined effort to produce 
fundamental decisions and actions that shape and guide what an 
organisation is, what it does and why. Together these form a patterned 
stream of decisions, namely: a) offering a new product line or service; b) 
deciding to serve a new clientele or c) delivering services abroad 
(Zietlau, Hankin & Seidner, 2007). 
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3.6.2 Strategic Planning Model 

The environment identified in Box 1 will compel the management of 
the CRO to develop a strategic plan. The environment influences an 
organisation’s survival by the degree to which the organization is 
successfully able to: (i) acquire scarce and valuable resources from its 
environment, transform them and discharge outputs to the environment; 
(ii) perceive and correctly interpret the properties of the environment; 
(iii) respond to changes in the environment either by adjusting the 
organisation’s capacities to suit those changes or manipulating the 
environment to meet organizational objectives; (iv) manage changes 
with globalization strategies, knowledge and information and 
communication technology (Bedeian & Zammuto, 1991; Daft, 1995 and 
McKenna, 1999).  

In developing the strategic planning model, a full assessment of the 
organization should be undertaken using tools such as SWOT 
(Strengths, Weaknesses, Opportunities and Threats) analysis and PEST 
(Political, Economic, Social and Technological). The organisation 
should also revisit its vision and mission statements, develop an annual 
operational plan and an accompanying budget, design strategies for each 
issue and establish programmes and activities including performance 
measures and assign responsibilities for implementation (Anheier, 
2005).  

However, there is no single planning model that applies to all 
organisations and every situation (Anheir, 2005). The process of 
strategic planning and the models and tools involved all depend on 
immediate circumstances, on the type of organization and the field of 
operations. In many circumstances, organizations develop their own 
approach to strategic planning over time and modify models and tools of 
the planning process. For CROs to ensure their own financial 
sustainability there is need, therefore, to design strategic models which 
befit their respective needs and situations. 
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3.6.3 New Vision and New Mission 

These constitute the integral ingredients of the strategic planning 
model described in Box 2: whereas ‘Mission’ refers to purpose, the 
rationale for the organization’s existence, the goals the organisation is 
striving to accomplish, the essential ‘business’ of the organisation, the 
‘Vision’, on the other hand, is a conceptual image of what successful 
attainment of the mission would look or how the world would be 
different after the organisation’s mission has been accomplished. 

3.6.4 Design of Financial Sustainability 

This is the core of the strategic planning model. At this stage, the 
organisation sets out how the CRO plans to finance the mission of the 
organization, now and into the future, and how it will survive threats 
identified by the SWOT analysis.  

The first step in designing financial sustainability is to undertake a 
‘resource audit’, to assess what is or is not achievable in the financial 
sustainability plan. The next step is to assess the current state of the 
organisation’s affairs and to plan for financial sustainability by building 
up reserves, diversifying funding and replacing assets.  

At design stage, the CRO leadership should develop an 
organisational framework for the creative, effective and efficient use of 
scarce resources for its long-term survival. According to McKenney 
(1995), it is at this stage that the organisation addresses issues such as: 
(i) indicators that assist management to assess the fiscal health of the 
CRO, (ii) systems, strategies, methods and techniques to  be created to 
enhance performance, minimize fraud, waste, abuse and  to promote 
maximum accountability for available financial and economic resources; 
and (iii) effective approaches to forecasting income and expenditure.  
Identification of these elements helps an organisation to plan for the 
efficient mobilization of scarce resources. 
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 A further step during the design process calls for assessment of 
available human resources for purposes of organizing an income-
generating activity, mobilizing skills, investing money, developing 
capacity to respond to requests from target groups, enhancing credibility 
of the organization and listing traditional and non-traditional donors. 
Implementation of these design processes helps to establish the 
organisation on a financially sustainable platform.  

3.6.5 Organizational Culture and Value 

The culture of an organization comprises a pattern of beliefs and 
expectations shared by its members. Such beliefs and expectations are 
expressed in norms that shape the behaviour of individuals and groups 
within the organisations (Brown, 1998). Gold (1982) defines 
organisational culture as a quality of the perceived organizational 
specialness that it possesses, some unusual quality that distinguishes it 
from others in the field. Values, on the other hand, are part of the 
cognitive sub-structure of an organisational culture. They are intimately 
related to moral and ethical codes and determine what people believe 
ought to be done. CROs espouse a culture of working and serving the 
Lord through people in fulfilment of the Great Commission. The 
strength of CROs lies in the culture and value systems that they adhere 
to. If well oriented, these elements have the potential of rendering the 
organisation cohesive with sustainable operations. 

 3.6.6 Income Diversification and Self-Initiated Income Generation 

In the face of competition for donor funds and the unpredictability of 
grants from western donors, these elements have become common 
features in the conduct of CRO affairs. CROs diversify with the aim of: 
(a) meeting the primary mission objectives of the organization in a 
changing world and (b) increasing opportunities for cross-subsidization, 
especially of unprofitable activities.  
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Today, more than ever, CROs are embracing the culture of income 
diversification to ensure their own survival. To this end, the Anglican 
Church of Kenya has established a specialised entity known as the 
‘Church Commissioners’. The Commissioners undertake commercial 
activities (mainly real estate development) and deploy the profits  in 
spreading the Gospel and extending Christ’s kingdom. Similarly, the 
Presbyterian Church of East Africa has established a facility known as 
‘Jitegemee’. It administers diverse commercial activities including guest 
houses, directing the income toward support for the mission work of the 
Church. The Methodist Church in Kenya manages guest houses in 
Nairobi and Mombasa and operates an insurance company. The 
engagement of Churches in Kenya in trade and commerce as a means to 
carefully designated ends is nothing new. Such undertakings can be 
traced to the 16th centrury Reformation led by John Calvin, the father of 
Protestanism. The Reformation triumphed after it had penetrated trade 
and infiltrated the ranks of active citizens who were capable of taking 
risks (Bielar, 2005). Given their appreciation of the changing funding 
environment, CROs are slowly realizing the need to invest in income 
generating projects. These are intended to create financial sustainability 
for the respective organisations. 

3.6.7 Sound Financial Administration of Resources 

This is a difficult area for CROs. Because there is no bottom line for 
measuring performance, CROs are readily accused of wastefulness and a 
lack of efficiency and effectiveness in the use of resources. Leon (2001) 
recommended the establishment of efficient procedures and policies for 
the administration and management of CRO resources, ensuring 
transparency in fiscal management. She suggested that the financial 
statements of organisations should be regularly reviewed, as a matter of 
policy, to esure the sound financial and administrative management of 
CROs. In this way, the organisations will be able to establish best 
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practice procedures in financial administration toward the enhancement 
of financial sustainability. 

 3.6.8 Donor and Stakeholder Relationship Management 

The financial sustainability of CROs has been related to the quality 
of their relationships with donor agencies. Donor cash originates both 
from government sources and from the voluntary donations of the 
public. These funds are then forwarded to CROs and other NGOs to 
facilitate programmes/projects executed on the ground. 

CROs in Africa rely significantly on grants and donations from 
donor agencies in the global north for the execution of their respective 
missions. Once a grant agreement has been signed and the grant 
transferred, the CRO has accepted a number of contractual obligations 
that must be fulfilled. It is important therefore to develop strategies to 
manage the relationship for the mutual benefit of the parties involved. 
Bad relationships can result in very negative consequences. For 
purposes of ensuring smooth donor/recipient relationships, CRO 
management must make an effort to understand the donor partner and 
the basic principles of grant giving. Among these principles are 
confidence, planning, control and accountability. Although donor 
management cannot fully ensure an organisation’s financial 
sustainability, good relationships do play a  role in stabilizing an 
organisation and creating fruitful networks. 

3.6.9 Institutional Capacity 

The successful implementation of any strategic financial plan 
depends on the institutional capacity of the CRO. This refers to human 
resource skills, technology, structure, administrative and financial 
manuals and policies that enable the CRO to deliver on its promises. A 
strong institutional capacity is imperative for the implementation of any 
strategic plan and for the attainment of financial sustainability. 
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3.6.10 Visionary Leadership 

Visionary leadership provides an essential basis for financial 
sustainability in any organization. A critical element of management has 
to do with co-coordinating the activities of members towards the goals 
and objectives of the organization. Visionary leadership is key to the 
successful implementation and attainment of the financial sustainability 
plan. Strategic leadership must be exercised at board or policy-making 
level and at the operational level.  

Nanus & Dobbs (1999) suggest that non-profit leaders need to focus 
on four dimensions of leadership:1) the international organizational 
aspects, including the board, staff and volunteers; 2) the external 
organisational aspects, including donors, policy makers, the media and 
other constituencies whose support the leader needs to access financial 
resources and legitimacy; 4) the environment of organizational 
performance and service quality, including conflicts and motivation, 
community support and future possibilities where the leader addresses 
questions of sustainability and the implications for the organisation’s 
direction. This latter aspect requires the leader to act as a visionary and 
as a strategist; visionary because the leader must formulate a coherent 
vision for the organization that is widely shared among core constituents 
and strategic because he must identify legitimacy for change from the 
perspective of the Church. What is central for the responsible leader is a 
sense of service and a sense of accountability to the community and to 
God (Stuckleberger & Mugambi, 2009). With all other variables 
remaining constant, the visionary leader, has the inherent potential of 
setting an organisation onto a sustainable trajectory.  

3.6.11 Financial Sustainability Attained 

Financial sustainability is achieved when the CRO attains a 
diversified funding base in which the donor (whether external or 
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internal) contribution constitutes no more than 25% of the CROs total 
revenue. Financial sustainability implies that the organisation has 
unrestricted funds available, giving it flexibility to initiate and execute 
its own programmes while maintaining  strong relationships between the 
CRO, its donors and the beneficiary communities. 

3.7 Conclusion 

This chapter provided a review of the intellectual work done by other 
scholars by way of theories and empirical literature related to the theme 
of the research. The theories helped to bring to the fore the world around 
which CROs operate. Literatures related to the independent variables 
that form the key pillars of investigation were also highlighted. The 
chapter finally dealt with the importance of the development of strategic 
planning model as an overarching response to the changing political, 
economic and socio -cultural environment of CROs, design of financial 
strategy highlighting in the process the underlying factors including 
visionary leadership as essential for the attainment of financial 
sustainability. 
  



 
 

4 

RESEARCH, DESIGN AND METHODOLOGY 

4.1 Introduction 

This chapter sets out the various stages and phases that were 
followed in conducting this study. It involved a blueprint for the 
collection, measurement and analysis of data. This section comprises an 
overall scheme, plan or structure conceived to aid the researcher in 
answering the respective research questions. During this phase of the 
research, most decisions about how research was to be carried out, how 
respondents were to be approached, as well as the when, where and how 
of the research, was completed. This chapter identifies the procedures 
and techniques that were used in the collection, processing and analysis 
of the data. It describes the research design and methodology used to 
guide the study under the following sub-headings: the research design, 
target population, sample and sampling design, data collection 
instruments, data collection procedures and data analysis procedures. 

4.2 Research Design 

Research methodology provides the foundation and knowledge 
context within which the underlying predispositions of a study are 
undertaken. In the social sciences, two research methodologies prevail, 
namely, the positivistic and phenomenological research pre-dispositions. 
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These two main perspectives can be exercised in quantitative or 
qualitative terms (Cooper & Schindler, 2003). The positivistic 
methodological foundation is based on real facts, objectivity, neutrality, 
measurement and validity of results (Saunders et al., 2007). Positivism 
maintains that knowledge should be based on facts, not on abstractions, 
thus knowledge must be predicated on observations and experiments in 
contrast to the phenomenological paradigm that calls for an analysis of 
inner meaning or the essence of things (Robson, 2002).  

The quantitative perspective derives from a positivist epistemology 
which holds that there is an objective reality that can be expressed 
numerically. The phenomenological approach, on the other hand, is 
perceptional as it looks at subjective qualities and phenomena. The 
qualitative perspective emphasizes a phenomenological view in which 
reality is inherent in the perception of individuals (Glatthorn & Joyner, 
2005; Saunders et al., 2007).  

The core of any study comprises of its design and methodology. This 
study is guided by a particular research design, which is a plan and 
structure of investment conceived to obtain answers to research 
questions (Cooper & Schindler, 2006). Saunders, Lewis and Adrian 
(2003) describe a research design as the overall plan for obtaining 
answers to questions being studied and for handling difficulties 
encountered during the research process (Polit & Beck, 2010). 
According to Sekeran (2003), a good research design clearly defines the 
purpose and consistency between the research questions and the 
proposed research method. In this study both quantitative and qualitative 
approaches were used. A quantitative approach is strongly linked to 
deductive testing of theories through hypotheses, while a qualitative 
approach to research is generally concerned with inductive testing 
(Saunders, Lewis & Thornhill, 2009). This study adopted a descriptive 
research design where a cross-sectional survey of CROs was used.  
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Given that the structure of the target population comprised a wide 
range of CROs in Kenya, a cross-sectional survey design was used. A 
survey design is used to study reasonably large populations by selecting 
representative samples for observation and analysis (Cooper & 
Schindler 2003). In this study a cross-sectional survey was used because 
of the need to collect data at one point in time, from the samples selected 
to represent all the CROs in Kenya. The rationale for using this design is 
the following: all data was collected at once for the sample; relevant 
data which is not available from other sources was gathered; probability 
sampling was used to provide unbiased representation of the target 
population of CRO membership; standardization in measurement was 
achieved because some information was gathered from every 
respondent. The need to incorporate co-relational research in this design 
arose because the study sought to determine possible relationships 
between the dependent variable (financial sustainability) and the 
independent variables: strategic financial management, sound 
management of resources, income generation, income diversification 
and donor relationship management. The study took the form of a 
predictive study with a view of determining the extent to which 
variations in each of the independent variables is likely to predict 
variations in the dependent variable (financial sustainability). 

4.3 Target Population 

In statistics, the target population is the specific population about 
which information is desired (Ngechu, 2004).  Mugenda & Mugenda 
(2003) explain that the target population should have some observable 
characteristics, from which the researcher intends to generalize findings 
of the study. The target population of this study comprised members of 
the governing bodies in the selected CROs, development/donor partners, 
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general secretaries and Church leaders in addition to past and present 
executive/programme staff. 

Table 4.1 Target population  

Respondents Frequency  

Members of the governing bodies in the selected 
CROs  

200 

Development/donor Partners  32 
General Secretaries and Church leaders  36 
Past and present executive/programme staff  30 

Total  298 

4.4 Sampling Procedure and Sample Size 

According to Babbie (2002), a sampling frame can be defined as the 
list consisting of the units of the population. For the purpose of this 
study, a sampling frame consisting of the required number of 
respondents was selected in order to create a study sample. A stratified 
proportionate random sampling technique was used to select the sample. 
According to Oso (2009), stratified proportionate random sampling 
technique produces estimates of overall population parameters with 
greater precision and ensures that a more representative sample is 
derived from a relatively homogeneous population. Stratification aims to 
reduce standard error by providing some control over variance.  

The study grouped the population into four strata, that is: members 
of the governing bodies in the selected CROs, development/donor 
partners, general secretaries and Church leaders, in addition to past and 
present executive/programme staff. From each stratum, the study used 
simple random sampling procedure to select one hundred and six eight 
(n=168) respondents out of whom one hundred and thirty one (131) 
responded. Stratified random sampling technique was used since 
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population of interest was not homogeneous and could be subdivided 
into groups or strata to obtain a representative sample. Statistically, in 
order for generalization to take place, a sample of at least 30 elements 
(respondents) must exist (Cooper and Schindler, 2003). Saunders (et al 
2007) argue that if well chosen, samples of about 10% of a population 
can often give good reliability. Other literature has shown that sample 
size selection is to a great extent judgmentally decided. 

4.4.1 Sample Size Determination 

The statistical method for sample size determination is used as 
follows: 

Here the formula used is the Sample Size Calculator is Survey 
System (2010): 

Sample Size for Infinite Population 
 

Source: Godden, 2004 

Where: 

Z = Z value (e.g. 1.96 for 95% confidence level)  
p = percentage picking a choice, expressed as decimal  
(.4 (40%) was used as the percentage of the targeted members of CROs 
in Kenya)  
c = confidence interval, expressed as decimal  
(.04 = ±4) 
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        =   384 

Determination of Sample Size for Finite Population 

Source: Godden, 2004 

Where: pop = population  

        384 

______________ 

  (1 + (384-1)) 

          298 

Ss = 168 
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Table 4.2 Sampling Frame 

Respondents Target 
Population 

Sample size 
(56%) 

Members of the governing bodies in 
the selected CROs  

200 112 

Development/donor Partners  32 18 
General Secretaries and Church 
leaders  

36 21 

Past and present executive/programme 
staff  

30 17 

Total  298 168 

4.5 Data Collection Methods and Procedures 

This study made use of a number of data collection methods. These 
included questionnaire and structured interview methods. 

5.5.1 Questionnaire for Members of Governing Bodies, 
General Secretaries 

Past and Present Executive/Programme Staff 
A questionnaire was used to collect data from the members of the 

governing bodies, general secretaries, past and present 
executive/programme staff. The questionnaire was used for the 
following reasons: a) its potential for reaching out to a large number of 
respondents within a short time, b) its ability to give the respondents 
adequate time to respond to the items, c) its  offer of a sense of security 
(confidentiality) for the respondent and d) its objectivity, no bias 
resulting from personal interviews) (Owens, 2002). 

The questionnaire is divided into various sections. Section A covers 
background information of the respondents such as sex, marital status, 
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age, working experience, level of education. Section B of the 
questionnaire queries the extent to which financial management 
strategies contribute towards greater improvements in CROs finances. 
Section C queries how the effective management of resources 
contributes to the financial sustainability of CROs. Section D queries 
how self-generated income by CROs affects their financial 
sustainability.  

Section E queries the effects of income diversification on the level of 
financial sustainability achieved by CROs.  Section F queries how donor 
relationship management by CROs affects their financial sustainability. 

3.5.2 Interview Guide for Development Partners 

Interview guides were used to collect qualitative data from the 
development partners. This method was used since a) it generally yields 
highest cooperation, b) offers high response quality and c) takes 
advantage of the facilitators’ presence. Another advantage is that the 
method combines questioning, cross-examination and probing 
approaches (Owens, 2002). An in-depth interview with the development 
partners was used to solicit information that was useful in establishing 
the determinants of financial sustainability of CROs in Kenya.  

The interview guide was semi-structured, with some closed and 
some open-ended items. Section A of the guide consists of background 
information of the respondents. Section B comprises elements of the 
determinants of financial sustainability of CROs in Kenya. 

4.6 Validity of Data Collection Instruments 

To ascertain the validity of the questionnaire, a pilot test was carried 
out. This was done by administering the questionnaire to a pilot group. 
The content validity of the research instrument was evaluated through 
the actual administration of the pilot group. In validating the 
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instruments, two membership Church organisations were selected at 
random, from which 10 staff each were selected. The sample frame used 
in the pilot testing did not form the final sample of the study. The study 
used both face and content validity to ascertain the validity of the 
questionnaires. Face validity was actually validited at face value. As a 
check on face validity, test/survey items were sent to the pilot group to 
obtain suggestions for modification. Content validity draws an inference 
from test scores to a large domain of items similar to those on the test 
(Polkinghorne, 1988). Content validity is concerned with sample-
population representativeness, that is, the knowledge and skills covered 
by the test items should be representative of the larger domain of 
knowledge and skills.  

The instruments were administered by the researcher after which a 
discussion was held with the supervisors to determine the suitability, 
clarity and relevance of the instruments for the final study. Ambiguous 
and inadequate items were revised in order to elicit the required 
information and to improve the quality of the instruments. Further, in 
order to enhance the validity of the instruments, two university lecturers 
who are experts in the area of financial management were asked to 
appraise the instruments. A review of the instruments was made based 
on their suggestions. 

4.7 Reliability of Data Collection Instruments 

The split-half method was used to establish reliability of the 
instruments. The method involved splitting the questionnaire into two 
halves (odd and even items) then calculating the Pearson’s correlation 
coefficient (r) between the responses (scores) of the two halves. This 
was for the members of the governing bodies, church leaders and 
program executives. The scores for all odd and even numbered items for 
each of the 10 respondents in the pilot study were computed separately. 
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From the computation, a correlation of 0.76 was obtained. This 
correlation showed a strong association. Hence the questionnaire was 
adopted since it was held reliable. 

4.8 Operationalisation of Variables 

Variable operationalisation presents a summary of the indicators, 
measures and scale of dependent (Financial Sustainability) and 
independent variables, namely strategic financial management, sound 
management of resources, income diversification and stakeholder 
relationship management (Appendix III shows variables 
operationalisation matrix). 

4.9 Data Analysis Procedure 

The collected data was analysed using both quantitative and 
qualitative data analysis methods. The quantitative method involved 
both descriptive and inferential analysis. Descriptive analysis such as 
frequencies and percentages were used to present quantitative data in the 
form of tables . Data from the questionnaires was coded and entered into 
the computer with the help of a statistical application known as the 
Statistical Package for Social Science (SPSS Version 17.0). Closed 
ended items were coded in order to run simple descriptive analyses to 
obtain reports on data status. Descriptive statistics involved the use of 
absolute and relative (percentages), frequencies, measures of central 
tendency and dispersion (mean and standard deviation respectively). 

The study also made use of various inferential statistics, including 
regression analysis to test the hypotheses which guided the study. 
Linear and multiple regressions were computed in order to establish the 
relationships between and among dependent and independent variables. 
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Correlation between variables was computed in order to establish the 
association between variables.  

R squared (R2) was determined to establish how well various 
predictors fitted into the model equation. ANOVA was used to determine 
whether or not the relationship between dependent and independent 
variables was significant.  

Different independent variables were factored into the multivariate 
regression model. The measures of the independent variables, using the 
rating/Likert scales were converted to mean values and then to 
percentages to permit the application of the linear regression model. 

 The questionnaires included various items on the determinants of 
financial sustainability of CROs. The Likert Scale was used to measure 
the respondents’ perceptions of the several determinants of CRO 
financial sustainability. The scale runs from 1 to 5, that is 5=very great 
extent, 4 great extent, 3 moderate, 2 little extent, 1 not at all. 

Figure 4.1: Illustration of the Transformation of Perception Scales 
into Scores 

Source: Adapted from Ngaruko, 2002 

Very great with a scale of 5 in the Likert scale was allotted 2 scores, 
great extent was transformed to 1. Moderate with a scale of 3 assumed a 
score of 0 implying middle ground. Little extent with a scale of 2 was 
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transformed into a score of -ve 1. Not at all was assigned -ve 2. Thus 
those who indicated very great extent, great extent and moderate were 
taken to be positive while those others who indicated either ‘little extent’ 
or ‘Not at all’ were taken to be negative. The regression equation model 
used was expressed as indicated in equation 1.  

Y = β0 + β1X1 + β2X2 + β3X3 + β4X4+ β5X5+ ε ………………… (1)  

Whereby  Y = Financial Sustainability (FS) 
X1 =Strategic Financial management (SFM) 
X2= Sound Management of Resources/Costs (SMR) 
X3= Own Income Generation (IG) 
X4= Income Diversification (ID) 
X5= Donor Relationship Management (DRM) 
ε = Error Term 

Equation 1 was used to determine how well various independent 
variables (Strategic Financial management, Sound Management of 
Resources, Income Diversification, Donor Relationship Management) 
could predict Financial Sustainability (FS) of CROs.  

4.10 Conclusion 

Robson (1993) posits that a reader cannot be satisfied about other 
concerns of a study unless the researcher provides sufficient information 
on the research methods used and the justification of their use. 
Consequently, after addressing the contextual issues facing CROs and 
academic work done by others in the previous chapter, this chapter 
provides the reader with the method used in carrying out the research. 
Having discussed the methodology, the researcher proceeded to describe 
and analyze the findings of the study followed by interpretation, 
discussions and drawing up of roadmap of financial sustainability of 
CROs. 



 
 

5 

RESEARCH, FINDINGS AND DISCUSSIONS 

5.1 Introduction 

This chapter presents the data analysis and interpretation of the 
findings on the data collected from respondents. The chapter is 
organized under sub-sections guided by the research questions. The 
study deploys various statistical tools for isolating the challenges and 
possibilities of financial sustainability for CROs in Kenya. For this 
purpose, various statistical analytical tools like regression analysis, 
correlation, ANOVA, the multivariate regression model are deployed to 
examine the determinants of financial sustainability of CROs.  

The main objective of the study was to assess the determinants of 
financial sustainability for CROs and to identify ways in which they can 
respond to the current unstable and uncertain financial and economic 
world. The specific objectives of the study were to describe the how 
CROs can maintain their financial sustainability and to explain the 
determinants of financial sustainability. The chapter presents findings of 
the study, with various objective areas addressed using both descriptive 
and multi-regression analysis. Interpretation and discussion of the key 
findings are also reflected in the chapter 
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5.2 Demographic Characteristics of the Respondents 

The study targeted membership and the management teams of 
various Catholic, Protestant, Pentecostal and Ecumenical bodies. These 
included the members of the governing bodies in the selected CROs, 
development/donor partners, general secretaries and Church leaders, 
including past and present executive/programme staff. The results 
regarding demographic characteristics of these respondents were 
investigated in the first section of the questionnaire. They are presented 
in this section under designation and working experience in the CROs. 

5.2.1 Distribution of the CROs Members by Designations 

The study sought to establish the designations of the various 
members of CRO who took part in the study. Those who participated in 
the study from various CROs included the following: accountants, 
finance managers, finance officers, administration officers, project 
managers, coordinators, chairpersons, chief accountants, administrators, 
managers, rectors, principals, shop attendants, field officers, directors, 
executive secretaries, public relations officers, head teachers and farm 
managers. Others included education officers, moderators, supervisors, 
trustees and consultants. Appendix VI shows the distribution of various 
members of CRO who participated in the study.  

5.2.2 Distribution of the Respondents by Working Experience 

The length of service/employment in an organization determines the 
extent to which one is aware of the issues sought by the study. In the 
wake of technological advancements and globalization, there are likely 
to be many changes in institutional and operating environment that the 
respondents should know about when responding to the issues sought by 
the study. This study is about strategic challenges facing CROs that are 
likely to impede their financial sustainability and their financial 
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sustainability practices as a means to reducing their dependence on 
donors. The study sought to establish the length of time that the 
respondents had worked in the CROs. 

Table 5.1 Working Experience in the Organization 

Length in Years Frequency Valid Percent 

0-2.5 years 4 3.1 
2.5-5 years 4 3.1 
5-7.5 years 22 16.8 
7.5-10 years 22 16.8 
10-12.5 years 22 16.8 
12.5-15 years 18 13.7 
15-17.5 years 22 16.8 
17.5-20 years 12 9.2 
20 years and above 5 3.8 

Total 131 100.0 

Source: Survey data (2012) 

According to the results, as shown in Table 4.2, 16.8% of the 
respondents indicated that they had an experience of 5- 7.5 years, 
another 16.8% of the respondents had an experience of 7.5-10 years, as 
well as 16.8% of those who indicated that they had an experience of 10-
12.5 years and 16.8% of the respondents who indicated that they had an 
experience of 15-17.5 years. 13.7% of the respondents had an 
experience of 12.5-15 years, 9.2% of the respondents indicated that they 
had an experience of 17.5-20 years, 3.8% of the respondents indicated 
that they had an experience of 20 years and above, while 3.1% of the 
respondents indicated that they had an experience of 0-2.5 years and 2.5-
5 years in each case. This shows that 93% of the respondents had 
worked in their respective organisations for a period of over five years 
which means that they had the necessary knowledge with regard to the 
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operations of their respective CROs and were able to assess the 
performance.   

5.3 Influence of Financial Management on Financial 
Sustainability  

In order to cushion CROs against financial instability, there is need 
to opt for effective financial management strategies. In this study, the 
researcher was interested in establishing the extent to which financial 
management affected the financial sustainability of CROs.  

5.3.1 Extent to which Financial Management Affects the Financial 
Sustainability of CROs 

The respondents were asked to indicate the extent to which they felt 
financial management affects the financial sustainability of CROs. Table 
5.2 shows their distribution.  

Table 5.2 Extent to which Financial Management affects the Financial 
Sustainability of CROs 

Extent  Frequency Percent 

Very great extent 13 9.9 
Great extent 51 38.9 
Moderate extent 47 35.9 
Little extent 19 14.5 
Not at all 1 0.8 

Total 131 100.0 

Source: Survey data (2012) 

A majority of the respondents indicated that financial management 
affects the financial sustainability of their CROs to a great extent as 
shown by 38.9% of the respondents, 35.9% of the respondents indicated 
that financial management affects the financial sustainability of their 
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CROs to a moderate extent, 14.5% of the respondents indicated that 
financial management affects the financial sustainability of their CROs 
to a little extent, 9.9% of the respondents indicated that financial 
management affects the financial sustainability of their CROs to a very 
great extent, while 0.8% of the respondents indicated that financial 
management does not affect the financial sustainability of their CROs at 
all. This means that 84.7% were positive of the effect of financial 
management to financial sustainability of their CROs. This was in line 
with the study technocrat expected hypothetical presumption that 
financial management affects the financial sustainability CROs. 

With reference to the effect of financial management on financial 
sustainability, majority of the respondents felt that indeed financial 
management affected financial sustainability in the organizations. 
Failure of CROs to effectively manage finances can therefore lead to 
financial instability. CRO must therefore be able to create and manage 
financial resource base which in return generates sufficient funds to 
ensure that all relevant operations and programs can continue in 
accordance with an organizational overall mission and strategic 
direction (WCC, 2005).  

5.2.3 Financial Management Systems Used by the CROs 

The study further sought to examine the extent to which various 
financial management systems are used currently in the faith base 
organizations. Table 5.3 shows the respondents’ distribution on financial 
management systems used by CROs.   
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Table 5.3 Financial Management Systems used by the CROs 
 Not 

at all 
(-2) 

Little 
extent  
(-1) 

Moderate 
(0) 

Great 
(1) 

very 
great 
(2) 

Mean Std. 
Dev. 

Funds flow control 
systems 

2 5 58 43 20 0.63 .930 

Financial planning 3 34 32 34 25 0.46 1.062 
 

Budgeting 
Systems 

2 17 46 34 29 0.68 .914 
 

Asset management 
systems 

53 12 25 25 13 0.47 1.033 

Accounting 
policies and 
procedures 

30 14 34 29 21 0.39 1.113 

Internal and 
external auditing 
systems 

3 25 38 44 18 0.37 1.055 

Reporting and 
Monitoring 
systems 

2 41 33 40 12 0.43 1.082 

Information 
Systems 

4 18 51 33 22 0.32 1.139 
 

Financial analysis 5 23 44 28 28 0.37 1.098 
 

Financial Plan 
implementation 

5 29 43 30 21 -0.02 1.183 

Source: Survey data (2012) 

A majority of the respondents indicated that budgeting systems were 
used to a great extent as shown by a mean score of 0.68 and funds flow 
control system were also used to a great extent as shown by a mean 
score of 0.63. The respondents reiterated that asset management systems 
are used to a moderate extent as shown by a mean score of 0.47, 
financial planning are used to a moderate extent as shown by a mean 
score of 0.46, reporting and monitoring systems are used to a moderate 
extent as shown by a mean score of 0.43, accounting policies and 
procedures are used to a moderate extent as shown by a mean score of 
0.39, internal and external auditing systems are used to a moderate 
extent as shown by a mean score of 0.37, financial analysis are used to a 
moderate extent as shown by a mean score of 0.37, information systems 
are used to a moderate extent as shown by a mean score of 0.32 and plan 
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implementation are used to a moderate extent as shown by a mean score 
of -0.02.  

Financial management systems such as funds flow system, financial 
planning, asset management systems, accounting policies and 
procedures, internal and external auditing systems, reporting and 
monitoring systems and information systems are crucial components of 
sustainability among CROs. As shown by Table 5.3, the highest rated 
factor is the budgeting systems with a mean rating of 0.68. This rating is 
within the range of 0 and 1, which implies that budgeting systems is 
currently used by CROs to a great extent. Other factors rated high 
include: funds flow control systems (0.63), financial planning (0.46). 
The least rated factor, financial plan implementation is -0.02 (little 
extent). This implies that financial plan implementation is practiced to a 
little extent by the CROs. This puts CROs at risk in the financial 
management and therefore sustainability.  

According to Linton (2005), managing the movement of funds in 
relation to the budget is essential for sustainability of CROs. Thus, 
failure from the part of CROs to effectively maintain sound budgeting 
systems is an impediment to the attainment of financial sustainability. 
The respondents were asked to indicate their level of agreement with 
various statements that relate to the effect of financial management on 
financial sustainability of the CROs.  

The study also sought to examine the effects of financial 
management on the financial sustainability of the CROs. As shown by 
Table 5.4, a majority of the respondents remained neutral that the 
management should ensure funds are available when needed and that 
they are obtained and used in the most efficient and effective way to the 
benefit of the CRO as shown by a mean score of -0.2500, financial 
planning in the CRO seeks to quantify various financial resources 
available and plan the size and timing of expenditures as shown by a 
mean score of -0.3817. 
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Table 5.4 Effects of Financial Management on the Financial 
Sustainability of the CROs 

 Not 
at all 
(-2) 

Little 
extent  
(-1) 

Moderate 
(0) 

Great 
 (1) 

Very 
great 
(2) 

Mean Std. Dev. 

The management 
should ensure funds 
are available when 
needed and that 
they are obtained 
and used in the 
most efficient and 
effective way to the 
benefit of the CRO 

5 50 51 16 6 -0.25 .931 

Financial planning 
in the CRO seeks to 
quantify various 
financial resources 
available and plan 
the size and timing 
of expenditures 

18 38 33 36 3 -
0.3817 

1.21185 

Financial 
management 
practices 
requirements can 
impose a 
significant burden 
on the CRO 

22 43 42 20 0 -
0.4809 

1.14590 

Managing the 
movement of funds 
in relation to the 
budget is essential 
for a CRO 

29 41 27 22 9 -
0.4656 

1.06913 

The main aim of 
the process of 
managing finances 
is to achieve the 
various goals a 
CRO sets at a given 
point of time 

28 40 37 15 8 -
0.4046 

1.18827 

Financial 
management tools 
can help an 
organization to 
deliver its mission 
better and to ensure 
the best and most 
beneficial use of 
resources 

26 35 35 26 6 -
0.3817 

1.09163 

There is sound 
organizational 
planning and the 

23 39 41 24 1 -
0.4733 

1.04018 
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set-up and 
implementation of 
workable systems, 
policies and 
procedures which 
can respond to, 
accommodate and 
overcome the 
financial challenges 
a church Related 
organization may 
face 
CBOs are more apt 
to voluntarily 
disclose negative 
earning surprises 
preemptively, 
compared to 
positive earnings 
surprises 

17 41 54 16 0 -0.4656 .98682 

Sound financial 
management 
practices, good 
governance, and 
accountability are 
essential building-
blocks for driving 
improvement and 
better-value for 
money in Church 
related 
organisations  

17 44 38 21 6 -
0.3817 

1.07745 

Financial 
management play 
an important role in 
supporting new 
programs to be 
diffused in practice 

14 45 51 13 5 -
0.5496 

.96248 

Source: Survey data, 2012 

The statement of financial management tools can help an 
organization to deliver its mission better and to ensure the best and most 
beneficial use of resources had a mean score of -0.3817, sound financial 
management practices, good governance, and accountability are 
essential building-blocks for driving improvement and better-value for 
money in Church related organisations had a mean score of -0.3817, the 
main aim of the process of managing finances is to achieve the various 
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goals a CRO sets at a given point of time as shown by a mean score of 
0.5954, managing the movement of funds in relation to the budget is 
essential for a CRO had a mean score of 0.53. 

On whether CROs are more apt to voluntarily disclose negative 
earnings surprises pre-emptively, compared to positive earnings 
surprises, a good number of respondents with a mean score of -0.4046 
were negative. The same trend was reflected with regard to whether 
there is sound organizational planning and the set-up and 
implementation of workable systems, policies and procedures which can 
respond to, accommodate and overcome the financial challenges a 
Church Related organization may face, with a mean score of -0.4733. 
Another mean score of 0.4809 were agreed that financial management 
practices requirements can impose a significant burden on the CROs. 
Majority of the respondents with a mean score of -0.5496 felt that 
financial management did not play an important role in supporting new 
programs to be diffused in practice among various CROs.  

As shown by Table 5.4, there were a number of factors that were 
rated negative (below moderate). These included the following: 
availability of funds when needed, and efficiency or effectiveness of 
their use, financial planning, financial practices requirements, 
management of funds flow, were determined as ‘below moderate’, hence 
low. From a general point of view, the findings are expected to have 
been positive based on the fact that the mentioned factors do affect the 
financial sustainability of CROs. The response could be attributed to 
either lack of clear understanding of financial management attributes 
that affect financial sustainability among the respondents or ignorance 
from their part. However, they were positive about a number of other 
financial management attributes that affected financial sustainability of 
CROs. These included: sound organizational planning; disclosure of 
negative earning surprises and sound financial management practices.  
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These attributes, as literature shows, do contribute to financial 
sustainability of CROs. Page (1984) observes that the process of 
financial management is associated with various management practices 
such as financial planning and financial control. For him, financial 
planning seeks to quantify various financial resources available and plan 
the size and timing of expenditures. Thus, CROs need to consolidate 
their efforts in reinforcing various financial management practices such 
as financial planning and control in order to build confidence and 
transparency and accountability which are ingredients of sustainability 
an age of scarcity.  

5.3.3 Issues Facing Financial Management Approaches 
Used by CROs 

The respondents were provided with a number of statements on the 
issues facing financial management approaches used by CROs. Table 
5.5 shows the distribution of responses among the respondents.  

According to the study, a majority of the respondents indicated that 
internationally accepted accounting standards are highly strictly 
followed as shown by a mean score of 0.0458, there is an internal audit 
department in the organization which strongly affects the financial 
sustainability highly as shown by a mean score of 0.0000. On whether 
the organization adequately got funding to support all its activities 
which moderately affects the financial sustainability, there was a mean 
score of -0.01530; whether controls existed for the collection, timely 
deposit, and recording of receipts at each collection location which 
moderately affects the financial sustainability, a mean score of -0.12980 
was computed.  



 
 
Table 5.5 Key Issues Facing Financial Management Approaches 
Used by CROs  

 Very 
Low 
(-2) 

Low  
(-1) 

Medi-
um (0) 

High 
(1) 

Very 
High 
(2) 

Mean Std. 
Dev. 

The organization 
adequately gets 
funding to support all 
its activities 

9 46 16 51 6 -0.01530 1.08829 

The arrangements to 
transfer the funds to 
the organization are 
satisfactory 

20 28 49 22 9 -0.19080 .95365 

In the past, the 
organization has had 
problems in the 
management of 
disbursements from a 
member of the 
supporting donor 
agency 

22 36 35 30 5 -0.24430 .92063 

The organization has 
mechanisms to 
manage donor 
relations 

18 39 39 23 9 -0.42750 .82304 

The level and 
competency of staff 
appropriate for the 
level of financial 
volume 

14 36 40 25 13 -0.38170 .98025 

Budgets are prepared 
for all significant 
activities in 
sufficient detail to 
provide a meaningful 
tool with which to 
monitor subsequent 
performance 

17 35 31 32 13 -0.14500 1.05336 

The actual 
expenditures are 
compared to the 
budget with 
reasonable 
frequency, and 
explanations required 
for significant 
variations from the 
budget 

16 39 34 31 8 -0.25950 1.12720 

Internationally 
accepted accounting 
standards are 
followed 

6 33 49 34 6 0.04580 .84910 
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There are written 
policies and 
procedures covering 
all routine financial 
management and 
related 
administrative 
activities 

18 28 48 28 6 -0.35110 .85865 

Controls exist for the 
collection, timely 
deposit, and 
recording of receipts 
at each collection 
location 

8 40 39 31 10 -0.12980 .88923 

There is a system of 
adequate safeguards 
to protect assets from 
fraud, waste and 
abuse 

23 37 31 28 9 -0.19850 .94803 

Subsidiary records of 
fixed assets and 
stocks are kept up to 
date and reconciled 
with control accounts 

21 34 29 35 9 -0.26720 1.06572 

There is an internal 
audit department in 
the organization 

23 29 44 25 7 0.00000 1.01527 

The audit of the 
entity conducted 
according to the 
International 
Standards on 
Auditing 

23 35 28 34 8 -0.38170 1.04114 

Financial reports are 
prepared in a timely 
fashion so as to 
useful to 
management for 
decision making 

17 24 46 31 10 -0.32820 1.09855 

Financial reports are 
prepared directly by 
the automated 
accounting system or 
are they or are they 
prepared by 
spreadsheets or some 
other means 

16 36 31 36 9 -0.21370 1.15697 

Source: Survey Data, 2012 
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The point of budgets are prepared for all significant activities in 
sufficient detail to provide a meaningful tool with which to monitor 
subsequent performance which moderately affects the financial 
sustainability had a mean score of -0.14500. The arrangements to 
transfer the funds to the organization are satisfactory which moderately 
affects the financial sustainability as shown by a mean score of -
0.19080, there is a system of adequate safeguards to protect assets from 
fraud, waste and abuse which moderately affects the financial 
sustainability as shown by a mean score of -0.19850, financial reports 
are prepared directly by the automated accounting system or are they or 
are they prepared by spreadsheets or some other means which 
moderately affects the financial sustainability as shown by a mean score 
of -0.21370, in the past, the organization has had problems in the 
management of disbursements from a member of the supporting donor 
agency which moderately affects the financial sustainability as shown by 
a mean score of -0.2443, the actual expenditures are compared to the 
budget with reasonable frequency, and explanations required for 
significant variations from the budget which moderately affects the 
financial sustainability as shown by a mean score of -0.2595 and 
subsidiary records of fixed assets and stocks are kept up to date and 
reconciled with control accounts which moderately affects the financial 
sustainability as shown by a mean score of -0.26720.  

The respondents further indicated that financial reports are prepared 
in a timely fashion so as to useful to management for decision making 
which moderately affects the financial sustainability as shown by a 
mean score of -0.32820, there are written policies and procedures 
covering all routine financial management and related administrative 
activities which moderately affects the financial sustainability as shown 
by a mean score of -0.3511, the level and competency of staff 
appropriate for the level of financial volume which moderately affects 
the financial sustainability as shown by a mean score of -0.3817, the 
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audit of the entity conducted according to the International Standards on 
Auditing which moderately affects the financial sustainability as shown 
by a mean score of -0.3817 and the organization has mechanisms to 
manage donor relations which moderately affects the financial 
sustainability as shown by a mean score of -0.4275.  

The responses showed that CROs had low level of staff competence 
(-.3817), no mechanisms to manage donor relation (-.4275), no sound 
policies and procedures (-.3511), no international auditing standards (-
.3817), no timely preparation of financial reports (-.3282).  

In almost all the statements on the issues facing financial 
management of CROs, a good number of respondents were negative, an 
indication that all was not well not only with regard to the financial 
sustainability of CROs but also the general management. 

The findings showed that there are a number of issues that continued 
to face the financial sustainability of Church Related Organisations as 
the mean scores showed negatively skewed regarding almost all the 
issues that the respondents were asked to respond to. A considerable 
number of the respondents felt that there were no written policies and 
procedures covering all routine financial management and related 
administrative activities among CROs, subsidiary records of fixed assets 
and stocks were not kept up to date and reconciled with control 
accounts, the audit was not conducted according to the International 
Standards of auditing and financial reports are not prepared in a timely 
fashion so as to be useful to management for decision making.  

5.3.4 Correlation between Financial Management and Financial 
Sustainability of CROs 

In order to establish the relationship between financial management 
and financial sustainability of CROs, correlations, and R squared were 
computed. The results are tabulated in Tables 5.6a and b.  
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Table 5.6a Correlation between Financial Management and Financial 
Sustainability of CROs 

 Financial Sustainability 
 

Financial 
management 
attributes  
  
  
  
  

Financial sustainability  
of CROs 1.000 

Financial Planning .38 
Budgeting Systems .31 
Accounting policies and 
procedures .36 

Reporting and Monitoring 
systems .44 

Plan implementation .30 

Source: Survey data (2012) 

The strength of the association between various financial 
management attributes and financial sustainability of CROs was 
determined. The association between the extent to which CRO is able to 
plan and financial sustainability was .38, budgeting systems (.31), 
accounting policies and procedures (.36), reporting and monitoring 
systems (.44), plan implementation (30). Although there was notable 
association, the correlation between financial management attributes and 
financial sustainability of CROs was generally weak. In order to 
establish the extent to which the predictive variable influences the 
variability of the dependent variable, adjusted r2 was determined.  
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Table 5.6b Model Summary for Financial Management and Financial 
Sustainability 

Model Summary  

 

Model R R Square 

Adjusted 

R Square 

Std. Error 

 of the Estimate 

1 
.626(a) .39 .226 

.70158 

 

Predictors: Financial management attributes 
Source: Survey data (2012) 

As shown by the model summary, adjusted R squared is .226. This 
shows that financial management to some extent influences the 
variability of financial sustainability. Thus, various financial 
management attributes can be used to predict financial sustainability of 
Church Related Organisations in Kenya 

5.4 Influence of Resource Management on Financial 
Management in the CROs 

One area in financial management involves resource management. 
Thus, this study sought to establish the extent to which resource 
management as a sustainability initiative enhances the various aspects of 
financial management in the CROs.  

5.4.1 Financial Sustainability Initiatives Enhancing the Financial 
Management 

The respondents were asked to indicate the kind of initiatives that 
can be undertaken to enhance the financial management of Church 
Related Organisation. Table 5.7 shows the distribution of their 
responses.  
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Table 5.7 Financial Sustainability Initiatives enhancing the Financial 
Management  

Statement Not at 
all (-2) 

Little 
extent  
(-1) 

Moderat
e (0) 

Great 
(1) 

Very 
great 
(2) 

Mean Std. 
Dev
. 

Overcome  
the environmental or 
social problems 

14 36 65 11 2 -
0.6107 

.932
92 
 

Raise the institutional 
expectations 

25 56 19 20 8 -
0.6260 

.971
41 
 

Control potential 
competitive 
disadvantages due to 
the eventually higher 
costs of 
environmentally and 
socially friendly 
practices 

31 40 44 13 0 -
0.6870 

.903
70 

Create market entry 
barriers hindering 
environmentally or 
socially unconscious 
supply chains to 
supply the market 

21 36 34 10 1 -
0.7481 

.787
83 

Source: Survey data (2012) 

According to the study, a majority of the respondents indicated that 
financial sustainability enhances the CROs overcome the environmental 
or social problems to a little extent as shown by a mean score of -
0.6107, raises the institutional expectations to a little extent as shown by 
a mean score of -0.6260, control potential competitive disadvantages 
due to the eventually higher costs of environmentally and socially 
friendly practices to a little extent as shown by a mean score of -0.6870 
and create market entry barriers hindering environmentally or socially 
unconscious supply chains to supply the market to a little extent as 
shown by a mean score of -0.7481. 

A majority of the respondents indicated that sustainability enhanced 
the CROs to overcome the environmental or social problems only to a 
little extent. All were negatively skewed implying that there is much 
more that CROs need to do in order to raise the institutional 
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expectations and to break market entry barriers hindering 
environmentally or socially unconscious supply chains.  

5.4.2 The Extent to which the Management of Key Resources 
Affects the Sustainability of CROs 

Further the study sought to establish the extent to which the 
management of various categories of key resources affects the 
sustainability of the CROs.  

Table 5.8 The extent to which the management of key resources affects 
the sustainability of CROs 

 Not 
at all 
(-2) 

Little 
extent 
(-1) 

Moderate 
(0) 

Grea
t (1) 

Very 
great 
(2) 

Mean Std. 
Dev. 

Relation-specific 
assets 

16 43 56 10 3 -
0.6565 

.9095
3 

Complementary 
resources 

28 36 32 30 2 -
0.5573 

1.001
23 

Knowledge-sharing 
routines 

30 35 36 25 2 -
0.4885 

1.132
50 

Effective 
governance 
mechanisms 

23 48 35 17 5 -
0.7557 

.9852
1 

Social capital on 
the network level 

27 36 37 25 2 -
0.0611 

3.538
26 

Continuous 
improvement 

28 41 31 23 5 -
0.6260 

1.047
60 

A shared vision 
within the church 
Related 
organisations 

26 47 36 13 6 -
0.8779 

.9283
8 

High order-learning 24 47 43 12 2 -
0.6870 

.9773
1 

Relationships with 
external 
stakeholders 

26 35 34 28 5 -
0.5878 

.9353
8 

Stakeholder 
involvement 

20 47 44 11 4 -
0.5115 

1.033
04 

Working capital 
management skills 

13 37 37 37 4 -
0.3893 

.9811
5 

Political 
management 
capabilities 

17 38 58 13 2 -
0.5725 

.9201
2 

Source: Survey data (2012) 
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A majority of the respondents reiterated that social capital on the 
network level affects the sustainability of the CROs to a moderate extent 
as shown by a mean score of -0.0611, working capital management 
skills affects the sustainability of the CROs to a moderate extent as 
shown by a mean score of -0.3893 and knowledge-sharing routines 
affects the sustainability of the CROs to a moderate extent as shown by 
a mean score of -0.4885.  

The respondents also indicated that stakeholder involvement affects 
the sustainability of the CROs to a little extent as shown by a mean 
score of -0.5115, complementary resources affects the sustainability of 
the CROs to a little extent as shown by a mean score of -0.5573, 
political management capabilities affects the sustainability of the CROs 
to a little extent as shown by a mean score of -0.5725, relationships with 
external stakeholders affects the sustainability of the CROs to a little 
extent as shown by a mean score of -0.5878, continuous improvement 
affects the sustainability of the CROs to a little extent as shown by a 
mean score of -0.6260, relation-specific assets affects the sustainability 
of the CROs to a little extent as shown by a mean score of -0.6565, high 
order-learning affects the sustainability of the CROs to a little extent as 
shown by a mean score of -0.6870, effective governance mechanisms 
affects the sustainability of the CROs to a little extent as shown by a 
mean score of -0.7557 and a shared vision within the church Related 
organisations affects the sustainability of the CROs to a little extent as 
shown by a mean score of -0.8779.  

The researcher examines in this table the extent to which the 
management of resources affect the financial sustainability of CROs. 
The results portray generally low responses. This is rather surprising 
because resources are generally the means by which wealth is created 
with the resultant positive effect on the finances of any organization. 
The interpretation one can give here is that most of the respondents are 
fully donor dependent and therefore do not see the significance of 
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resource management let alone their use to create wealth and be 
independent. This is the sad case for Africa where we are in the paradox 
of living in the midst of plenty and yet we are poor. We have freely for 
too long and have lost our ability to create our own. In the corporate for-
profit world, the attributes under this independent variable are what the 
use effectively to turn around their organizations. 

5.4.3 The Effect of Resource Management on Sustainability of 
CROs 

The study sought to establish the respondents’ level of agreement by 
respondents with the following statements that relate to the effect of 
resource management on the sustainability of CROs. The researcher 
weighted the level of agreement to give a score as shown below. 

Table 5.9 The Effect of resource management on sustainability of CROs 

Statement SA 
(2) 

A 
(1) 

M 
(0) 

D  
(-1) 

SD 
 (-2) 

Mean Std. 
Dev. 

The CRO proactively identify 
sustainability issues and (re-
)shape the fundamental nature of 
how policies, norms and 
standards for environmental and 
social performance are defined 

4 58 49 12 5 0.3664 .8962
0 

The CRO employs the use of 
preservation mechanisms such as 
asset interconnectedness, partner 
scarcity, and resource 
indivisibility to protect the value 
created by resources 

27 39 29 30 3 0.2748 1.228
22 

Resources management enable 
church Related organizations to 
establish voluntary sustainability 
initiatives and to win the 
competition of opposing existing 
and emerging institutional 
practices applied in supply chains 

18 40 51 15 4 0.5649 .8512
4 

Key: SA – Strongly Agree; A – Agree; M – Moderate; D – Disagree; SD – Strongly disagree 

Source: Survey data (2012) 

According to the study the study, the respondents remained neutral 
on the proposition that the CRO employs the use of preservation 
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mechanisms such as asset interconnectedness, partner scarcity, and 
resource indivisibility to protect the value created by resources as shown 
by a mean score of -0.2748, the CROs proactively identify sustainability 
issues and (re-)shape the fundamental nature of how policies, norms and 
standards for environmental and social performance are defined as 
shown by a mean score of -0.3664, while they indicated disagreement on 
statement that resources management enable CROs to establish 
voluntary sustainability initiatives and to win the competition of 
opposing existing and emerging institutional practices applied in supply 
chains as shown by a mean score of -0.5649.  

Hunt & Davis, (2008) defines resources as all assets, capabilities, 
organizational processes, firm attributes, information and knowledge 
controlled by the firm that enables the firm to conceive and implement 
strategies that improve its efficiency and effectiveness. According to 
Zadek (2004), effective resource management leads to low cost of 
operations. Misangyi et al., (2008) further notes that the management of 
key resources enables church based organizations to establish voluntary 
sustainability initiatives and to win the competition of opposing existing 
and emerging institutional practices applied in supply chains. This study 
established that management of specific assets, knowledge sharing 
routines, shared vision, complementary resources and high order 
learning affected financial sustainability. Other factors that were found 
to influence the sustainability of CROs included external stakeholders, 
working capital management skills and political management. Failure of 
CROs to effectively manage various resources can therefore affect their 
sustainability 
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5.4.4 Correlation between Resource Management and Financial 
Sustainability of CROs 

The correlation between resource management and financial 
sustainability of CROs was established. Table 5.10a and b summarize 
the results.  

Table 5.10a Correlation between Resource Management and Financial 
Sustainability of CROs 

Pearson 

Correlation 

 
Financial 

Sustainability 

Financial Sustainability 1.00 

Resource 

management 

attributes 

Management of complementary resources .28 

Knowledge-sharing routines .26 

Relationship with external stakeholders .27 

Working capital management skills .27 

Political management capabilities .32 

Employment of preservation mechanisms such as 

assets interconnectedness, partner scarcity, 

and resources indivisibility to protect the value 

created by resources 

.33 

Source: Survey data (2012) 

Upon determining the strength of association between various 
resource management attributes, the study established a positive 
association between CROs financial sustainability and the management 
of complementary resources (.28), knowledge sharing routines (.26), 
relationship with external stakeholders (.27), working capital 
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management skills (.27), political management capabilities (.32), and 
employment of preservation mechanisms (.33). The correlations showed 
some level of association between resource management attributes and 
financial sustainability of CROs although a weak one. In order to 
establish the extent to which the predictive variable influences the 
variability of the dependent variable, adjusted r2  was determined. 

Table 5.10b Model Summary for resource management and financial 
sustainability 

Model Summary 

Model R 

R 

Square 

Adjusted 

R 

Square Std. Error of the Estimate 

1 .518(a) .27 .128 .71676 

Predictor: Resource management 
Source: Survey data (2012) 

As shown by the model summary, the adjusted R squared is .128. 
This shows that resource management to some extent influences the 
variability of financial sustainability. Thus, various resource 
management attributes can be used to predict financial sustainability of 
CROs in Kenya. 

5.5 Influence of Income Generation on Financial 
Sustainability of CROs 

The study sought to establish the respondents’ level of agreement 
with the various statements on the effect of income generating activities 
on the sustainability of the CROs.  
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5.5.1 The Effects of Income Generating Activities 
on the Sustainability of the CROs 

The study sought to establish the effects of income generating 
activities on the sustainability of the CROs. Table 5.11 shows the 
distribution of the respondents. 

As the table shows, majority of the respondents indicated that 
income generation programme is a key strategy in influencing financial 
sustainability of CROs with a mean score of 0.7557. Regarding whether 
programmes frequently provide new skills, services and opportunities 
for host communities and can stimulate the local economy, thereby 
linking relief with development as over a third of the respondents with a 
mean score of 0.3511 agreed, CROs with excess assets can use them to 
generate income which may be used as the CRO determines as shown 
by a mean score of 0.3511, business activities generate income for 
church Related organisations through "rent" on factors of production, 
and the skilful combination of these factors in "income generation 
programmes as shown by a mean score of 0.374, if CROs are to 
concentrate on what they can do best - social work, then marketing and 
Fundraising become boundary management activities, which are of 
utmost importance, and yet should not demand too much time from 
CRO leaders as shown by a mean score of 0.4427 and income 
generating programs (IGPs) are intended to enable CROs to attain 'self-
sufficiency' by providing economic inputs and activities like agriculture, 
service provision (e.g. food vending, charcoal making) or trade as shown 
by a mean score of 0.4733.  
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Table 5.11 The Effects of Income Generating Activities 
on the Sustainability of the CROs 

Statement SA 
(2) 

A 
(1) 

M 
(0) 

D 
 (-1) 

SD  
(-2) 

Mean Std. 
Dev. 

Resource Mobilization provides 
potential for church Related 
organisations to raise funds from 
local businesses, individuals, 
government and locally generated 
income 

18 36 50 17 7 0.5038 .9229
9 

Income generation is a key 
programmatic strategy to address 
the need to find alternative means 
to make a living in a dignified 
way 

18 50 35 18 7 0.7557 .9453
7 

Income generation programmes 
frequently provide new skills, 
services and opportunities for 
host communities and can 
stimulate the local economy, 
thereby linking relief with 
development 

25 30 44 25 4 0.3511 .9681
4 

Business activities generate 
income for church Related 
organisations through "rent" on 
factors of production, and the 
skilful combination of these 
factors in "income generation 
programmes 

20 36 39 27 6 0.374 1.097
80 

CROs should develop more 
business-like operations, focusing 
on the most practicable forms of 
enterprise structure but without 
losing their priority of seeking to 
benefit the poor and other 
disadvantaged groups 

27 37 40 18 6 0.626 .9714
1 

If CROs are to concentrate on 
what they can do best - social 
work, then Marketing and 
Fundraising become boundary 
management activities, which are 
of utmost importance, and yet 
should not demand too much time 
from CRO leaders 

23 41 30 28 6 0.4427 .9935
2 

CROs with excess assets can use 
them to generate income which 
may be used as the CBO 
determines 

24 28 43 23 9 0.3511 1.143
03 

The CRO has renting buildings, 
providing consultancy or offering 
training 

26 52 40 11 5 -
0.6031 

.8383
1 

Income generating programs 
(IGPs) are intended to enable 
CROs to attain 'self-sufficiency' 

6 48 57 14 3 0.4733 .8533
0 
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by providing economic inputs and 
activities like agriculture, service 
provision (e.g. food vending, 
charcoal making) or trade 
Governments therefore allow 
CROs to pursue income 
generating activities 

20 71 27 5 5 0.7634 .6998
0 

Source: Survey data (2012) 

Respondents agreed that resource mobilization provides potential for 
CROs to raise funds from local businesses, individuals, government and 
locally generated income as shown by a mean score of 0.5038, the CRO 
has renting buildings, providing consultancy or offering training as 
shown by a mean score of 0.6031, CROs should develop more business-
like operations, focusing on the most practicable forms of enterprise 
structure but without losing their priority of seeking to benefit the poor 
and other disadvantaged groups as shown by a mean score of 0.626 and 
income generation is a key programmatic strategy to address the need to 
find alternative means to make a living in a dignified way as shown by a 
mean score of 0.7557, Governments therefore allow CROs to pursue 
income generating activities as shown by a mean score of 0.7634. 

According to the study, a majority of the respondents indicated that 
income generation programme is a key strategy in influencing financial 
sustainability of CROs. Further another majority of the respondents 
agreed that CROs should develop more business-like operations, 
focusing on the most practicable forms of enterprise structure but 
without losing their priority of seeking to benefit the poor and other 
disadvantaged groups. Such approaches could therefore help these 
organisations in achieving financial sustainability to a greater extent. 
However, the extent to which various CROs engaged on income 
generating activities remained shaky.  

Along income generation line, Jacobsen, (2005) postulates that 
Church Related Organizations experience difficulty in finding sufficient, 
appropriate and continuous funding for their work. He adds that they 
have limited resource mobilization skills and are often not looking for 
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funds that are available locally, preferring to wait for international 
donors to approach them. Edwards & David (1995) maintain that local 
resource mobilization provides potential for CROs to raise funds from 
local businesses, individuals, government and locally generated income.  

5.5.2 Correlation between Income Generation and Financial 
Sustainability of CROs 

In order to establish the relationship between income generation and 
the financial sustainability of CROs, correlations and R squared were 
computed. The results are tabulated in Tables Table 4.12a and b. 

Table 5.12a Correlation between Income Generation and Financial 
Sustainability of CROs 

Pearson 

Correlation 

 Financial 

Sustainability 

 Financial sustainability of CROs 1.000 

 

Income 

generation 

Running local businesses .21 

Renting buildings, providing consultancy 

and offering training 
.06 

Possession of assets for generating income  .09 

Carrying out income generating activities 

like agriculture, services provision (e.g. 

food vending, charcoal making) or trade 

.30 

Source: Survey data (2012) 

The strength of the association between various income generating 
attributes and financial sustainability of CROs was varied. The 
association between the engagement of CROs in income generating 
activities like agriculture had a stronger association of .30 (30%). Others 
had some weak association: running local businesses .21 (21%), renting 
of buildings and provision of consultancy and training .06 (6%), and 



Research, Findings and Discussion   151 
 

 

possession of assets .09 (9%). The overall results showed that there was 
some level of association between income generation and financial 
sustainability of CROs. In order to establish the extent to which the 
predictive variable influences the variability of the dependent variable, 
adjusted r2  was determined. 

Table 5.12b Model Summary for income generation and financial 
sustainability 

Model Summary  

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 

 
.606(a) .37 .188 .70464 

Predictors: Income generation 
Source: Survey data (2012) 

As shown by the model summary, the adjusted R squared is .188. 
This shows that income generation to some extent influences the 
variability of financial sustainability. Thus, various income generating 
activities can be used to predict the financial sustainability of CROs in 
Kenya 

5.6 Influence of Income Diversification on Financial 
Sustainability among CROs 

The study investigated the importance of income diversification in 
the financial sustainability in CROs. As such the respondents were 
required to indicate the extent to which the various drivers for income 
diversification are important to CROs.  
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5.6.1 Importance of Various Drivers for Income Diversification 
in CROs 

The respondents were asked to indicate the importance of various 
drivers for income diversification in CROs. 

Table 5.13 Importance of Various Drivers for Income Diversification in 
CROs 

Statement Importance of Various Drivers for 
Income Diversification in CROs 

 

SA 
 (2) 

A  
(1) 

M 
 (0) 

D 
 (-1) 

SD  
(-2) 

Mean Std. 
Dev. 

Risk management 10 56 56 7 5 0.6412 .87766 
Mitigation of negative 
consequences of a sudden drop 
in income 

23 30 39 32 4 0.3969 1.10718 

Fueling further growth of the 
church's activities 

18 48 38 21 3 0.4046 1.02115 

Gaining more flexibility in 
their internal financial 
management 

26 45 39 15 3 0.6718 .83613 

Reducing the danger that a 
withdrawal of funding forces 
the organization to close down 

17 52 42 16 1 0.8321 .85172 

Increasing the longer-term 
reliability of the income stream 

12 72 31 9 4 0.2824 1.00211 

Reducing the impact of 
exchange rate fluctuations on 
income in local currency 

30 35 40 21 2 0.7939 .99782 

Reducing the impact of 
economic downturns 

12 49 38 23 6 0.4275 1.05997 

Being able to decide how to 
generate and spend financial 
resources without restrictions 

25 36 45 21 1 0.4122 .87592 

Being able to fund projects 
according to your priorities 

15 59 35 14 5 0.5038 .94766 

Being able to say no to some 
sources of income because 
they do not fit in the 
organization’s values 

25 44 43 10 6 0.6565 .86621 

Source: Survey data (2012) 

A majority of the respondents indicated that income diversification is 
moderately important in increasing the longer-term reliability of the 
income stream as shown by a mean score of 0.2824, mitigation of 
negative consequences of a sudden drop in income as shown by a mean 
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score of 0.3969, fuelling further growth of the church's activities as 
shown by a mean score of 0.4046, being able to decide how to generate 
and spend financial resources without restrictions as shown by a mean 
score of 0.4122 and reducing the impact of economic downturns as 
shown by a mean score of 0.4275. They further rated the income 
diversification strategies as being less important for purposes of finding 
projects according to chosen priorities as shown by a mean score of 
0.5038, risk management as shown by a mean score of 0.6412, being 
able to say ‘no’ to some sources of income because they do not fit in the 
organization’s values as shown by a mean score of 0.6565, gaining more 
flexibility in their internal financial management as shown by a mean 
score of 0.6718, reducing the impact of exchange rate fluctuations on 
income in local currency as shown by a mean score of 0.7939 and 
reducing the danger that a withdrawal of funding forces the organization 
to close down as shown by a mean score of 0.8321. 

A substantial number of the respondents felt that there are various 
drivers that can help CROs in attaining financial sustainability. Such 
include but not limited to tapping international funding streams and risk 
management. Kurosaki (2003) observes that tapping international 
funding streams might be more important than ever. Further, risk 
management is another important driver of income diversification. Most 
of the respondents in this study felt that risk management was essential 
element for income diversification among CROs. Beringer, et al., (2008) 
maintain that risk management constitutes a major driver for income 
diversification for CROs. He adds that through risk management, the 
perception that it is necessary to spread financial risks is commonly 
shared among CROs, especially in the light of the consequences of the 
economic crisis and on the basis of pessimistic expectations regarding 
future trends in funding coming from “traditional” sources.  

Other important drivers for income diversification as noted in the 
study included, gaining more flexibility in financial management, 
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reducing the impact of exchange rate fluctuations on income in home 
currency, reducing the danger that a withdrawal of funding forces the 
organization to close down, reducing the impact of economic downturns, 
being able to decide on how to generate and spend financial resources 
without restrictions, being able to fund projects according to priorities, 
mitigation of negative consequences of a sudden drop in income and not 
being over dependant on donors.  

The study further sought to establish the effectiveness of various 
income diversification strategies in enhancing financial sustainability of 
CROs.  

Table 5.14 Effectiveness of various Income Diversification Strategies 
in Financial Sustainability 

 SA  
(2) 

A 
(1) 

M 
(0) 

D 
(1) 

S
D 
(2) 

Mean Std. 
Dev. 

Social entrepreneurship 7 55 51 13 2 0.603
1 

.90025 
 

Tapping international funding 
streams 

19 43 35 28 3 0.335
9 

.95765 

Expansion of fund-raising activities 
directed at the general public 

19 48 39 20 2 0.381
7 

1.0702
8 

Tapping new corporate donors for 
monetary and in-kind support 

26 44 43 12 3 0.450
4 

1.0016
4 

Owning and managing, businesses 
such as restaurants, tour companies, 
banks and clinics 

25 52 38 12 1 0.786
3 

.89449 

Holding one-time events 22 49 51 5 1 0.694
7 

.86730 
 

Redesigning program 
implementation strategies to include 
cost-recovery components 

18 57 38 13 2 0.618
3 

.84542 

Key: SA - Strongly Agree; A - Agree; M - Moderate; D – Disagree; SD – Strongly Disagree 

Source: Survey data (2012) 

According to the study, a third of the respondents reiterated that 
income diversification strategies are effective in tapping international 
funding streams to a moderate extent as shown by a mean score of 
0.3359, expansion of fund-raising activities directed at the general 
public to a moderate extent as shown by a mean score of 0.3817 and in 
tapping new corporate donors for monetary and in-kind support to a 
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moderate extent as shown by a mean score of 0.4504, while income 
diversification strategies are effective in social entrepreneurship to a 
little extent as shown by a mean score of 0.6031, redesigning program 
implementation strategies to include cost-recovery components to a little 
extent as shown by a mean score of 0.6183, holding one-time events to a 
little extent as shown by a mean score of 0.6947 and in owning and 
managing, businesses such as restaurants, tour companies, banks and 
clinics to a little extent as shown by a mean score of 0.7863. 

Upon examining what was most effective in financial diversification 
among CROs, Social Entrepreneurship was found to be an effective 
element in the CROs under study. Other strategies such as tapping 
international funding streams, expansion of fund-raising activities 
directed at the general public, owning and managing businesses, holding 
events and redesigning program implementation strategies to include 
cost-recovery components were found to be effective strategies that 
CROs can use to gain financial sustainability.  

5.6.2 The Effects of Resource Diversification on Financial Stability 
of CROs 

The study sought to establish the respondents’ level of agreement 
with various statements that relate to the effect of resource 
diversification on the financial stability of the CROs. The distribution of 
responses is shown by Table 5.15. According to the study, a third of the 
respondents indicated neutrality with regard to the assertion that 
fragmentation of donor funding exacerbates this issue, with different 
donors often having complex and different rules and requirements as 
shown by a mean score of 0.3053. However, the respondents disagreed 
with the assertion that when faced with funding challenges the CROs 
respond with entrepreneurial spirit, good planning and hard work that 
has brought success in the core activities as shown by a mean score of 
0.5038, the Church leadership project a vision and build the case for 
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diversification activities, as well as engage the broader church 
community in the process as shown by a mean score of 0.5191, social 
enterprise offers a means to reduce program deficits and employ 
resources more efficiently in the CRO as shown by a mean score 
of 0.5496.  

Table 5.15 Responses on the Effects of Resource Diversification 
on Financial Stability of CROs 

Statement Effects of Resource Diversification 
on Financial Stability of CROs 

 

SA 
 (2) 

A 
(1) 

M 
(0) 

D 
(-1) 

SD 
(-2) 

Mean Std. 
Dev. 

High fragmentation of donor 
funding exacerbates this issue, 
with different donors often 
having complex and different 
rules and requirements 

6 45 63 13 5 0.305
3 

.88486 

Diversification of funding 
sources increase the stability of 
church Related organizations 
income streams 

29 62 18 12 7 0.603
1 

1.0279
1 

With the funding challenge the 
church Related organization 
respond with entrepreneurial 
spirit, good planning and hard 
work that has brought success 
in the core activities 

18 39 41 26 4 0.503
8 

.95574 

The CRO have various social 
enterprises that serve as a 
strategy to diversify their 
funding base, decrease reliance 
on donors, and recover or 
subsidize program costs 

23 48 41 15 1 0.656
5 

.87505 

Social enterprise offers a 
means to reduce program 
deficits and employ resources 
more efficiently in the CRO 

18 54 34 20 2 0.549
6 

.99393 

The church leadership project 
a vision and build the case for 
diversification activities, as 
well as engage the broader 
church community in the 
process 

31 38 39 17 3 0.519
1 

.98724 

leaders play an important role 
in shaping the necessary 
change processes related to 
diversification 

20 56 26 21 5 0.664
1 

.89107 

Church Related organizations 
need to reinforce awareness 
around the range of activities 

27 34 49 11 7 0.671
8 

.86329 
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they undertake and the added 
value they create for society, 
helping potential partners to 
evaluate funding options 
Key: SA - Strongly Agree; A - Agree; M - Moderate; D– Disagree; SD – Strongly Disagree 

Source: Survey Data (2012) 

According to the findings of the study, a majority of respondents 
agreed with statement that CROs could ensure financial sustainability by 
diversification of resources. A majority of the respondents, with a mean 
score of 0.67 indicated that there was need to reinforce awareness 
around the range of activities CROs undertook and the added value they 
create for society, helping potential partners to evaluate funding options. 
The proposition that diversification of funding sources increases the 
stability of CROs income streams had a mean score of 0.6031. Other 
high mean scores were recorded with reference to the following 
statements: the CRO have various social enterprises that serve as a 
strategy to diversify their funding base, decrease reliance on donors, and 
recover or subsidize program costs as shown by a mean score of 0.6565, 
leaders play an important role in shaping the necessary change processes 
related to diversification as shown by a mean score of 0.6641 and CROs 
need to reinforce awareness around the range of activities they 
undertake and the added value they create for society, helping potential 
partners to evaluate funding options as shown by a mean score of 
0.6718. 

The findings of the study showed that majority of the respondents 
were positive on the effect of resource diversification on financial 
sustainability of CROs. Majority felt that diversification of funding 
sources increased the stability of income streams of CROs. Further, they 
felt that CROs should have social enterprises to reduce program deficit 
and employ resource more efficiently, should also decrease reliance on 
donors, and recover or subsidize program costs. They also indicated that 
that leaders should play an important role in shaping the necessary 
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change processes related to diversification for financial sustainability of 
CROs.  

5.6.3 Correlation between Income Diversification and Financial 
Sustainability of CROs 

Table 5.16a and b show the summary of the results on the 
correlations and summary model for the relationship between Income 
Diversification and Financial Sustainability of CROs. 

Table 5.16a Correlation between income diversification and financial 
sustainability of CROs 

Pearson 

Correlation 

 Financial 

Sustainability 

 Financial Sustainability 1.00 

Income 

Diversification 

Reducing the impact of exchange rate 

fluctuations on income in local currency 
.33 

Being able to make choice on how 

to generate and spend financial resources 

without restrictions 

.29 

Expanding fund-raising activities directed 

at the general public 
.32 

Tapping new corporate donors 

for monetary and in-kind support 
.26 

Owning and managing businesses 

or social enterprises 
.30 

Engaging broader community in 

the process of resource diversification 
.26 

Source: Survey data (2012) 

The study established some level of association between income 
diversification and the sustainability of CROs in Kenya. The association 
for various attributes of income diversification rated variedly: An 
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organisation being able to reduce the impact of exchange rate 
fluctuations on income in local currency (.33), make choice on how to 
generate and spend financial resources without restrictions (.29), expand 
fund-raising activities directed at the general public (.32), tap new 
corporate donors for monetary and in-kind support (.26) and own and 
manage businesses or social enterprises (.30). Although there was some 
level of correlation between various attributes of income diversification 
and the sustainability of CROs, the association was weak.  

Table 5.16b Model Summary for Income Diversification and Financial 
Sustainability 

Model Summary  

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 

 
.660(a) .44 .284 .66810 

Predictors: Income Diversification 
Source: Survey data (2012) 

According to the summary model, the adjusted R squared is .284. 
This shows that income diversification to some extent influences the 
variability of financial sustainability. Thus, various income 
diversification attributes can be used to predict financial sustainability of 
CROs in Kenya. 

5.7 Influence of Donor Relationship Management 
on Financial Sustainability of CROs 

The study sought to establish the extent to which donor relationship 
management affect the financial sustainability of the Church related 
organisations and the effect of Donor Relationship Management on 
CROs financial sustainability. 
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5.7.1 Extent to which Donor Relationship Management Affects 
the Financial Sustainability 

The respondents were asked to indicate the extent to which they 
thought donor relationship management affected the financial 
sustainability of the Church Related organisations. 

Table 5.17 Extent to which Donor Relationship Management Affects 
the Financial Sustainability 

Extent  Frequency Valid Percent 

Not at all 4 3.1 

Little extent 1 .8 

Moderate 

extent 

36 27.5 

Great extent 63 48.1 

Very great 

extent 

27 20.6 

Total 131 100.0 

Source: Survey data (2012) 

According to the study, 48.1% of the respondents indicated that 
donor relationship management affect the financial sustainability of the 
Church related organisations to a great extent, 27.5% of them indicated 
that donor relationship management affect the financial sustainability of 
the CROs to a moderate extent, 20.6% of the respondents indicated that 
donor relationship management affect the financial sustainability of the 
Church related organisations to a very great extent, 3.1% of the 
respondents indicated that donor relationship management affects the 
financial sustainability of the CROs to no extent, while 0.8% of the 
respondents indicated that donor relationship management affects the 
financial sustainability of the CROs to a little extent. Almost half of the 
respondents indicated that the manner in which CROs managed donors 
affected their financial sustainability to a greater extent. 
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 5.7.2 The Effect of Donor Relationship Management 
on the Financial Sustainability of CROs 

The study further sought the respondents’ level of agreement with 
the various statements that relate to the effect of donor relationship 
management on the financial stability of the CROs. Table 5.18 shows 
the distribution of respondents. 

Table 5.18 Responses on the Effects of Donor Relationship Management 
on Financial Stability of CROs 

Statement SA 
 (2) 

A 
(1) 

M 
(0) 

D 
 (-1) 

SD 
 (-2) 

Mean Std. Dev. 

Financial sustainability at the 
CRO is achieved by dealing 
with donors individually, 
recognizing each donor as 
unique in terms of giving 
history, motivation for 
giving, and the overall 
standard of care expected 
from the charities being 
supported 

6 54 54 7 7 0.4809 .77808 

The entire relationship with a 
donor is viewed holistically 
and fundraising decisions 
taken in light of the 
perceived value of the overall 
relationship 

24 61 26 11 6 0.7405 .83747 

CROs are not afraid to invest 
in their donors and allow 
them greater flexibility over 
the content, nature, and 
frequency of the 
communications they receive 

19 42 38 25 4 0.5344 .96315 

The organization ensure that 
it give ongoing and specific 
feedback to donors as to how 
their funds have been put to 
use, in particular the benefit 
that has resulted for the 
beneficiary group 

19 45 36 22 6 0.6641 .90817 

Donors viewing the 
communications they receive 
as informative, courteous, 
timely, appealing, and 
convenient appear to remain 
loyal for a greater period of 
time 

16 54 40 13 5 0.6336 .75657 

The CROs also offer donors 
some choice over whether or 

26 45 42 11 4 0.7939 .99782 
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not they wish to be asked for 
a specific sum 
The real joy in fundraising is 
being able to talk with 
donors and prospects about 
our shared vision for a better 
community 

18 49 41 13 7 0.6718 .97225 

Key: SA - Strongly Agree; A – Agree; M - Moderate; D – Disagree; SD – Strongly Disagree 

Source: Survey data 2012 

A majority of the respondents agreed that financial sustainability at 
the CROs is achieved by dealing with donors individually, recognizing 
each donor as unique in terms of giving history, motivation for giving, 
and the overall standard of care expected from the charities being 
supported as shown by a mean score of 0.4809. The respondents agreed 
on the proposition that CROs are not afraid to invest in their donors and 
allow them greater flexibility over the content, nature, and frequency of 
the communications they receive as shown by a mean score of 0.5344, 
donors viewing the communications they receive as informative, 
courteous, timely, appealing, and convenient appear to remain loyal for 
a greater period of time as shown by a mean score of 0.6336, the 
organization ensures that it gives ongoing and specific feedback to 
donors as to how their funds have been put to use, in particular the 
benefit that has resulted for the beneficiary group as shown by a mean 
score of -0.6641, the real joy in fundraising is being able to talk with 
donors and prospects about the shared vision for a better community as 
shown by a mean score of -0.6718, the entire relationship with a donor is 
viewed holistically and fundraising decisions taken in light of the 
perceived value of the overall relationship as shown by a mean score of 
0.7405 and the CROs also offer donors some choice over whether or not 
they wish to be asked for a specific sum as shown by a mean score of 
0.7939. 

Almost half of the respondents indicated the manner in which CROs 
relate and manage donors affect their financial sustainability. Burnetts 
(2002), recognizing the importance of donor management, observes that 
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there is need for organisations to deal with donors individually, 
recognizing each donor as unique in terms of giving history, motivation 
for giving, and the overall standard of care expected from the charities 
being supported. Thus, failure of CROs to effectively maintain good 
relationship with the donors or key stakeholders can affect their very 
financial sustainability.  

The study further established that some CROs did maintain good 
communication practices with donors. Along this line, Wilson, (2003) 
notes that CROs should offer donors the opportunity to specify how 
frequently they would like to hear from the organization, whether they 
would like news about how their grants or offer have been utilized. Such 
practices are likely to improve perception of the quality of 
communication received and thereby enhance loyalty. Given the 
importance of donors as key stakeholders among CROs, there is need 
for these organisations to have not only effective donor management 
system but also partnership/stakeholders management. 

5.7.3 Correlation between Donor Relationship Management 
and Financial Sustainability of CROs 

The study examined the relationship between donor relationship 
management and financial sustainability of CROs. The results of 
correlations and summary model are presented by Tables 5.19a and b.  
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Table 5.19a Correlation between Donor Relationship Management 
and Financial Sustainability of CROs 

Pearson 

Correlation 

 
Financial 

Sustainability 

 Financial Sustainability of CROs 1.00 

Donor 

relationship 

management 

The financial sustainability of our 

organisation is achieved by dealing with 

donors individually, recognizing each as 

unique. 

.10 

CROs are not afraid to invest in their 

donors and allow them greater flexibility 

over the content, nature and frequency 

of the communications they receive. 

.19 

The CROs also offer donors some choice 

over whether or not they wish to be asked 

for a specific sum. 

.11 

Source: Survey data (2012) 

The association between various attributes of donor relationship 
management and the financial sustainability of CROs was very weak. 
The attributes with some little association included the capacity of 
CROs to deal with donors individually, recognizing each as unique 
(.10), CROs being able to invest in their donors and allowing them 
greater flexibility over the content, nature and frequency of the 
communications they receive (.19) and CROs being able to offer donors 
some choice over whether or not they wish to be asked for a specific 
sum (.11) 

In order to establish the extent to which donor relationship 
management influences the variability of the dependent variable, 
adjusted r2  was determined. Table 5.19b shows a summary model.  
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Table 5.19b Model Summary for Donor Relationship Management and 
Financial Sustainability 

Summary Model 

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

1 

 
.285(a) .08 .028 .78022 

Predictor: donor relationship management 
Source: Survey data (2012) 

As shown by the model summary, the adjusted R squared is .028. 
This shows a weak influence of donor relationship management on the 
variability of financial sustainability. Thus, management of donor 
relationship weakly predicts the financial sustainability of CROs in 
Kenya.  

5.8 Multiple Regression Model Equation  

In this study, the factors influencing the financial sustainability of 
CROs Financial Sustainability (Y) were examined using multiple 
regression model as shown in equation 1.  

5.8.1 Values for Independent Variables (Predictors) 

The values for independent variables were obtained from computing 
the scores of all the attributes of various predictors of financial 
sustainability for 128 respondents (Technocrats). The scale was as 
follows: Not at all (-2), little extent (-1), Moderate (0), Great extent (1) 
and Very great extent (2). Table 5.20 provides the summary of the total 
scores for five independent variables. 
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Table 5.20 Scores of the Predictors of Financial Sustainability 

Predictor Label Total Score 

Financial Management (SFM) X1 -501 

Resource Management (RM) X2 394 

Income Diversification (ID) X3 577 

Income Generation (IG) X4 447 

Donor Management (DM) X5 422 

Source: Survey data (2012) 

5.8.2 Regression Results 

In order to determine the relative importance of each Independent 
Variable in predicting Dependent Variable, regression model equation 
was computed. Constant and the standardized coefficients (B) 
(the coefficients of the estimated regression model) were used 
to interpret the parameter coefficients.  

Table 5.21 Coefficients of the Factors Influencing the Financial 
Sustainability of CROs 

Model Predictors 
Standardized Coefficients Sig. 

Beta 

1 (Constant) 2.17  

  Financial Management (FM) -0.03478 .04 

  Resource Management (RM) 0.029 .02 

  Income Diversification (ID) 0.016423 .000 

 Income Generation (IG) 0.01137 .006 

  Donor Management (DM) 0.068 .17 

Related on the computed scores for the independent variables and the 
coefficients, the regression equation 1 is thus stated as: 
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Y’ = 2.17 - 0.03478 FM + 0.029 RM + 0.016423 ID + 0.01137 IG + 
0.068 DM 

A constant term (2.17) is interpreted as the financial sustainability 
level that would be expected if all five independent variables (financial 
management, resource management, income diversification, income 
generation and donor relationship management) were equal to zero.  

The result in the regression model implies the following: a) For 
every unit increase in financial management practice, there will be 3.5% 
decrease in the sustainability of CROs. This is the extent to which 
financial management increase or decrease predicts financial 
sustainability from the perspective of the respondents. As commented 
earlier in this analysis, this result is rather surprising if one looks at what 
happens in the corporate world. But what the researcher can confer is 
that most of the respondents are mainly donor dependent and either they 
do not practice financial management or do not understand the concept.  

Other independent variables, namely Resource management (RM), 
Income Diversification (ID), Income Generation (IG), and Donor 
Management (DM) are positive as the model shows.  

This means that they provide positive predictive values implying that 
if the result of the variable (parameter) is 100% increased, then the 
financial sustainability (dependent variable) increases by the magnitude 
of the co-efficient of the independent variable. This is a direct 
proportionality.  

In regard to the nature of relationship between Financial 
Sustainability (FS) and various predictors, the study, as shown by Table 
5.21 summarizes the level of significance (sig.) for all the predicators. 
The study revealed that there existed significant relationship between all 
the predictors (Financial management (04), Resource management (.02), 
Income Diversification (.000), Income Generation (.006), and Financial 
Sustainability except for donor management predictor (.17). Thus, 
Financial management, Resource management, Income Diversification 
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and Income Generation can significantly predict financial sustainability 
of CROs. 

5.9 Test of Hypotheses 

In order to establish the relationship between financial management, 
resource management, income generation, income diversification and 
donor relationship management and financial sustainability of Church 
Related Organisations, four hypotheses were tested using ANOVA. 

Hypotheses were tested at a significance level of 0.05. In practice, a 
significance level (denoted by α) of .05 is conventionally used. This is 
the chosen probability value that forms the boundary between rejecting 
or not rejecting the null hypothesis (Ogula, 1998 p. 104). P value on the 
other hand is the calculated probability which forms the basis of 
rejecting or accepting the hypothesis (Dallal, 2012). 

The following hypotheses, stated from the alternative are herein 
tested based on the chosen level of significance and the calculated p 
value:  

5.9.1 Relationship between Sound Management of Resources and 
Financial Sustainability of CROs 

Table 5.22 ANOVA for the Relationship between Resource Management 
and Financial Sustainability of CROs 

ANOVA Results 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 18.636 19 .981 1.909 .02 

Residual 50.860 99 .514   

Total 69.496 118    

Predictor: Resource management; Dependent: Financial sustainability 
Source: Survey data (2012) 
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Since the obtained p value is less than the significance level (.02 
<.05), the alternative hypothesis is accepted and concluded that there is a 
significant positive relationship between sound management of 
resources and financial sustainability of CROs. The financial 
sustainability of CROs in Kenya could thus be affected by how 
effectively an organization has been able to manage complementary 
resources, carry out knowledge sharing routines, manage relationship 
with external stakeholders, manage working capital and employ 
preservation mechanisms such as assets interconnectedness, partner 
scarcity, and resources indivisibility. 

5.9.2 Relationship between Income Generation and Financial 
Sustainability of CROs 

Table 5.23 ANOVA for the Relationship between Income Generation 
and Financial Sustainability 

ANOVA Results 

Model 

Sum of 

Squares Df Mean Square F Sig. 

1 Regression 27.416 27 1.015 2.045 .006 

Residual 47.169 95 .497   

Total 74.585 122    

Predictors: Income Generation; Dependent: Financial sustainability 

Since the obtained p value is less than the significance level (.006 
<.05), the alternative is accepted and concluded that there is a significant 
relationship between income generation and financial sustainability of 
CROs in Kenya. This implies that the capacity of CROs to engage in 
income generating activities can ensure their financial sustainability.  
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5.9.3 Relationship between Income Diversification and Level 
of Financial Sustainability of CROs 

Table 5.24 ANOVA for the Relationship between Income Diversification 
and Financial Sustainability of CROs 

ANOVA Results 

Model 

Sum of 

Squares Df Mean Square F Sig. 

1 Regression 33.413 26 1.285 2.879 .001 

Residual 43.297 97 .446   

Total 76.710 123    

Predictor: Income diversification; Dependent: Financial sustainability 
Source: Survey data (2012) 

Since the obtained p value is less than the significance level (.001 < 
.05), the alternative hypothesis is accepted and concluded that income 
diversification significantly increases the level of financial sustainability 
of CROs. The financial sustainability of CROs in Kenya could thus be 
affected by how effectively an organization has been able to diversify its 
income. This could be in terms of reducing the impact of exchange rate 
fluctuations on income in local currency, making choices on how to 
generate and spend financial resources without restrictions, expanding 
fund-raising activities directed at the general public, tapping new 
corporate donors for monetary and in-kind support, making 
advancement for owning and managing businesses and engaging 
broader community in the process of resource diversification. 
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5.9.4 Relationship between Donor Relationship Management 
and the Financial Sustainability of CROs 

To establish the nature of the association between donor relationship 
management and financial sustainability of CROs, ANOVA was 
conducted.  

5.9.4 Relationship between Donor Relationship Management 
and the Financial Sustainability of CROs 

To establish the nature of the association between donor relationship 
management and financial sustainability of CROs, ANOVA was 
conducted.  

Table 5.25 ANOVA for the relationship between donor relationship 
management and financial sustainability of CROs 

ANOVA Results 

Model 

Sum of 

Squares Df Mean Square F Sig. 

1 Regression 6.451 7 .922 1.514 .17 

Residual 73.049 120 .609     

Total 79.500 127       

Predictors: Donor relationship management; Dependent: Financial 
sustainability 
Source: Survey data (2012) 

Since the obtained p value is greater than the significance level (.17 
>.05), the alternative hypothesis was rejected and concluded that there is 
no significant relationship between donor relationship management and 
the financial sustainability of CROs. This implies that financial 
sustainability of CROs in Kenya does not purely depend on how well an 
organization manages donors. Rather, there are other external factors or 
parameters that influence the sustainability of CROs. Further, this result 
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is not surprising when on looks at the case of African Independent 
Churches that have no link with western donors yet they are financially 
sustainable from the resources raised locally.  

5.10 Presentation of Qualitative Findings 
from the Development Partners 

The study sought responses from various development partners on 
the key determinants of financial sustainability and the issues facing 
CROs in relation to financial sustainability. During an interview with 
select development partners, a number of points were noted regarding 
the alternative strategies they thought could be adopted to address the 
financial sustainability issues facing CROs. On the question of 
diversification, they explained that there was need for CROs to pay 
more attention to being systematic in collecting funds from various 
sources and investing in various projects. They also explained that there 
was need to introduce training for incoming CRO personnel and offering 
practical systems for tracking and improving management skills in the 
area of financial sustainability for CROs. They pointed out there was 
also need for CROs to have visionary leaders for sustainability.  

In general, the development partners felt that for financial 
sustainability of CROs, there was need for them to: have visionary 
leaders with sound values, to place emphasis on social and economic 
justice, research and development, to establish proper and effective 
systems in the administration of finance, personnel and property, to gain 
financial independence (fight against the donor dependence syndrome) 
while maintaining healthy partnerships, to build entrepreneurial strategy, 
and to have proper systems of managing costs.  
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According to them, this would bring about certain a level of financial 
sustainability among CROs. 

5.11 Roadmap of Financial Sustainability of CROs 

The age of aid is marked with numerous challenges and the 
generosity of donors is not perpetual. Thus, there is need for CROs to 
rethink. In order to survive they have to adapt to their internal structures, 
processes and behaviours to enable them cope with the complexities and 
pace of the external environment. Organisational theorists (Hannan 
& Freeman, 1989) suggest that organisational forms will be diverse as 
the environment that supports them and that organizations are more 
sustainable if they adapt to the environmental conditions. 

Based on the research, this section addresses the objective which 
seeks to provide a roadmap for financial sustainability of CROs. 
Financial sustainability is a long term journey that requires commitment, 
visionary leadership, time, money and team work if one is to succeed.  

The main goal of the proposed CROs Financial Sustainability 
Roadmaps is to ensure that these organizations are effective, efficient, 
competitive and better nested and accountable. The suggested roadmaps 
include setting a vision, establishing a mission, setting up CROs 
Financial Sustainability Team, Organizing Staff Retreat on CRO 
Financial Sustainability, Assessing the Financial Health of the 
Organization, Setting up strategic business unit, Developing 
fundamental policies, Setting up an implementation committee, Setting 
up financial sustainability monitoring and evaluation strategies.  
Figure 5.10 shows the roadmap to financial sustainability of CROs.  
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Figure 5.1 Roadmap of Financial Sustainability of CROs 
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Roadmap Explained: 

5.11.1 Roadmap 1: Setting up CROs Financial Sustainability Team  

The action to achieve this step is to develop terms of reference based 
on the determinants of financial sustainability, namely Financial 
Management, Resource Management, Income Diversification, Own 
Income Generation and Donor Relationship Management. This also 
involves appointing external facilitator to lead the team together with the 
Chief Executive Officer. The expected outcome include clear mandate 
of the team in relation to achieving financial sustainability based on the 
five key determinants.  

5.11.2 Roadmap 2: Organizing Stakeholders and FS Workshops 
on CRO Financial Sustainability 

This is to sensitize and give orientation to the stakeholders and the 
members of governing bodies on the need for Financial Sustainability 
based on the key determinants. The expected outcome includes 
ownership of the programme by all the stakeholders on the issues related 
to the financial sustainability of CROs.  

5.11.3 Roadmap 3: Setting up the Financial Sustainability Vision 

The vision is based on the question of: where do we want to be 
within a given period of time in relation to financial sustainability as 
guided by the five key determinants? The answer to this question 
introduces a set of actions to be undertaken based each key determinant 
of financial sustainability. At this stage the momentum for change and 
re-organisation would be built. Now financial targets will be set and 
alternative financing options considered for a given period of time – say 
3 – 5 years. The expected outcome includes financial targets set 
including reserves.  
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5.11.4 Roadmap 4: Establishing Mission 

This is about the question of ‘How do we get to achieve the 
objectives of the key determinants of financial sustainability?’ This is 
the ‘critical path’ of the journey and describes the actions to be taken to 
actualize each of the objectives of the key determinants of financial 
sustainability. Some of the actions include: setting up the strategic 
funding mix, how to finance central support cost; charging for services; 
how to replace and maintain fixed assets; establishment of an 
‘endowment fund’ through capital campaign by the leadership, cost 
cutting measures and charging for services hitherto provided as free.  

 

5.11.5 Roadmap 5: Assessing the Financial Health 
of the Organization 

The actions include conducting a comprehensive, detailed audit and 
analysis of the present financial situation of the CROs using the key 
determinants as the benchmark. The assessment should include financial 
management assessment, own income generation and income 
diversification using financing mix and key ratio analysis, and donor 
dependency ratio. The expected outcome for this roadmap include clear 
picture about the financials of the CRO is obtained.  

5.11.6 Roadmap 6: Setting up the Financial Sustainability Strategic 
Business Unit 

This roadmap is related to where CROs are interested in setting up 
business ventures as a means of diversifying income. The CROs should 
set up a separate unit with its own Board made up of professionals and 
experts. This unit should however be structured such that it reports to the 
house of Bishops and the Trustees of the Church. The expected outcome 
for this action are sufficient income is generated to support the mission 
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work of the Church; Business ventures are run professionally and not 
mixed up with the programmatic work financed from donor grants. 

5.11.7 Roadmap 7: Developing Financial Sustainability Policies 

The action to achieve this is through developing sound policies 
related to each of the key determinants of financial sustainability. Policy 
manuals should be developed on financial and resource management of 
CROs, income generation and diversification, donor relationship 
management. The expected outcome includes an enhanced CROs 
Financial Sustainability policy Framework is put place.  

5.11.8 Roadmap 8: Setting up Implementation Committee 

The committee, guided by the objectives of financial sustainability, 
is expected to ensure things are moving as planned, or where they are 
not, due to political, cultural, zeal, there is reassessment. The expected 
outcome for this intervention is CROs realizing their goal and therefore 
the objectives of financial sustainability attained.  

5.11.9 Roadmap 9: Setting up Financial Sustainability Monitoring 
and Evaluation Strategies 

This can be achieved by establishment of monitoring and evaluation 
mechanisms using certain approaches like the “Balanced Score Card” or 
objectives-based evaluation approach. 

5.11.10 Roadmap 10: Attainment of Financial Sustainability 

This is the ultimate goal of the financial sustainability roadmap. At 
this stage, one expects to see an effective and efficient financially 
managed CRO with enhanced revenue income surplus, high equity 
balance and reduced donor dependency, assuming all other factors 
remain constant.  
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5.12 Conclusion 

The central theme of this research is about the factors that determine 
the financial sustainability of CROs as highlighted in the research 
questions in chapter 1. Therefore, this chapter systematically examined 
these factors using statistical tools and techniques: descriptive and 
inferential statistics such as regression analysis where model equation 
was drawn and relationship between variables was established. The 
chapter also made a summary of the qualitative findings from donors or 
development partners who, among other things, recommended and 
underscored the need for empowerment and capacity building in 
leadership development for church leaders as essential ingredients for 
the growth and financial sustainability of CROs in a competitive world. 
The hallmark of the chapter is the roadmaps of financial sustainability of 
CROs.  



 
 

6 

SUMMARY, CONCLUSIONS AND 
RECOMMENDATIONS 

6.1 Introduction 

This chapter provides summary of the findings presented in chapter 
five. The chapter further presents the conclusions and recommendations 
of the study regarding the influence of independent variables (financial 
management, resource management, income diversification, income 
generation and donor relationship management) on the dependent 
variable (financial sustainability of CROs). Areas of further research are 
also suggested by the study. The research questions of this study were 
focused on the extent to which financial management strategies 
contribute towards greater improvements in CROs finances.  

6.2 Summary of the Findings  

The study aimed at assessing the determinants of financial 
sustainability of CROs in the current unstable and uncertain financial 
and economic world and attempt to provide ways in which they can 
respond. The major findings are presented according to the thematic 
areas of the study which are based on the objectives.  
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6.2.1 Financial Management  

The study found that the in order to cushion CROs against financial 
instability, there is need to opt for effective financial management 
strategies. Financial management affects the financial sustainability of 
their CROs to a great extent as shown by 38.9% of the respondents. 
Majority of the respondents indicated that budgeting systems are used to 
a great extent as shown by a mean score of 0.68 and funds flow control 
system are used to a great extent as shown by a mean score of 0.63. The 
respondents reiterated that asset management systems are used to a 
moderate extent as shown by a mean score of 0.47, financial planning 
are used to a moderate extent as shown by a mean score of 0.46, 
reporting and monitoring systems are used to a moderate extent as 
shown by a mean score of 0.43, accounting policies and procedures are 
used to a moderate extent as shown by a mean score of 0.39, internal 
and external auditing systems are used to a moderate extent as shown by 
a mean score of 0.37, financial analysis are used to a moderate extent as 
shown by a mean score of 0.37, information systems are used to a 
moderate extent as shown by a mean score of 0.32 and plan 
implementation are used to a moderate extent as shown by a mean score 
of -0.02. 

The respondents remained neutral that the management should 
ensure funds are available when needed and that they are obtained and 
used in the most efficient and effective way to the benefit of the CRO, 
financial planning in the CRO seeks to quantify various financial 
resources available and plan the size and timing of expenditures, 
financial management tools can help an organization to deliver its 
mission better and to ensure the best and most beneficial use of 
resources, sound financial management practices, good governance, and 
accountability are essential building-blocks for driving improvement and 
better-value for money in Church related organisations , the main aim of 
the process of managing finances is to achieve the various goals a CRO 
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sets at a given point of time, managing the movement of funds in 
relation to the budget is essential for a CRO, CROs are more apt to 
voluntarily disclose negative earnings surprises pre-emptively, 
compared to positive earnings surprises. There is sound organizational 
planning and the set-up and implementation of workable systems, 
policies and procedures which can respond to, accommodate and 
overcome the financial challenges a church related organization may 
face, while financial management practices requirements can impose a 
significant burden on the CRO. However the respondents disagreed that 
financial management play an important role in supporting new 
programs to be diffused in practice. 

6.2.2 Resource Management 

Majority of the respondents indicated that resource management 
influences financial sustainability to enhance the ability of CROs to 
overcome the environmental or social problems to a little extent as 
shown by a mean score of 0.6107. The study also found that effective 
resource management raises the institutional expectations to a little 
extent as shown by a mean score of 0.6260, controls potential 
competitive disadvantages due to the eventually higher costs of 
environmentally and socially friendly practices to a little extent as 
shown by a mean score of 0.6870 and creates market entry barriers 
hindering environmentally or socially unconscious supply chains to 
supply the market to a little extent as shown by a mean score of 0.7481.  

The respondents reiterated that social capital on the network level 
affects the sustainability of the CROs to a moderate extent, working 
capital management skills affects the sustainability of the CROs to a 
moderate extent and knowledge-sharing routines affects the 
sustainability of the CROs to a moderate extent. stakeholder 
involvement affects the sustainability of the CROs to a little extent, 
complementary resources affects the sustainability of the CROs to a 
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little extent, political management capabilities affects the sustainability 
of the CROs to a little extent, relationships with external stakeholders 
affects the sustainability of the CROs to a little extent and continuous 
improvement affects the sustainability of the CROs to a little extent. The 
relation-specific assets affects the sustainability of the CROs to a little 
extent, high order-learning affects the sustainability of the CROs to a 
little extent, effective governance mechanisms affects the sustainability 
of the CROs to a little extent and a shared vision within the church 
Related organisations affects the sustainability of the CROs to a little 
extent. 

The study found that the CROs employ the use of preservation 
mechanisms such as asset interconnectedness, partner scarcity, and 
resource indivisibility to protect the value created by resources as shown 
by a mean score of 0.2748. The CRO proactively identify sustainability 
issues and (re-) shape the fundamental nature of how policies, norms 
and standards for environmental and social performance are defined as 
shown by a mean score of 0.3664, while they indicated disagreement on 
that resources management enable church Related Organisations to 
establish voluntary sustainability initiatives and to win the competition 
of opposing existing and emerging institutional practices applied in 
supply chains as shown by a mean score of 0.5649. 

6.2.3 Income Diversification 

The study found that income diversification is moderately important 
in increasing the longer-term reliability of the income stream as shown 
by a mean score of 0.2824, mitigation of negative consequences of a 
sudden drop in income as shown by a mean score of -0.3969, fueling 
further growth of the church's activities as shown by a mean score of -
0.4046, being able to decide how to generate and spend financial 
resources without restrictions as shown by a mean score of 0.4122 and 
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reducing the impact of economic downturns as shown by a mean score 
of 0.4275.  

The respondents further rated the income diversification strategies as 
being less important in being able to fund projects according to your 
priorities as shown by a mean score of -0.5038, risk management as 
shown by a mean score of 0.6412, being able to say no to some sources 
of income because they do not fit in the organization’s values as shown 
by a mean score of 0.6565, gaining more flexibility in their internal 
financial management as shown by a mean score of 0.6718, reducing the 
impact of exchange rate fluctuations on income in local currency as 
shown by a mean score of -0.7939 and reducing the danger that a 
withdrawal of funding forces the organization to close down as shown 
by a mean score of 0.8321. 

The study further established that income diversification strategies 
are effective in tapping international funding streams to a moderate 
extent, expansion of fund-raising activities directed at the general public 
to a moderate extent and in tapping new corporate donors for monetary 
and in-kind support to a moderate extent. Income diversification 
strategies are effective in social entrepreneurship to a little extent, 
redesigning program implementation strategies to include cost-recovery 
components to a little extent, holding one-time events to a little extent 
and in owning and managing, businesses such as restaurants, tour 
companies, banks and clinics to a little extent.  

The study revealed that high fragmentation of donor funding 
exacerbates this issue, with different donors often having complex and 
different rules and requirements, however with the funding challenge the 
church Related organization do not respond with entrepreneurial spirit, 
good planning and hard work that has brought success in the core 
activities. The CRO leadership project a vision and build the case for 
diversification activities, as well as engage the broader church 
community in the process, social enterprise offers a means to reduce 
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program deficits and employ resources more efficiently in the CRO, 
diversification of funding sources increase the stability of church 
Related organisations income streams, the CRO have various social 
enterprises that serve as a strategy to diversify their funding base, 
decrease reliance on donors, and recover or subsidize program costs, 
leaders play an important role in shaping the necessary change processes 
related to diversification and church Related organisations need to 
reinforce awareness around the range of activities they undertake and 
the added value they create for society, helping potential partners to 
evaluate funding options. 

6.2.4 Donor Relationship Management 

It was clear from the study that donor relationship management 
affects the financial sustainability of the Church related organisations to 
a great extent as indicated by 48.1% of the respondents. Financial 
sustainability at the CRO is achieved by dealing with donors 
individually, recognizing each donor as unique in terms of giving 
history, motivation for giving, and the overall standard of care expected 
from the charities being supported as shown by a mean score of 0.4809.  

According to the study, slightly over half of the respondents agreed 
that CROs are not afraid to invest in their donors and allow them greater 
flexibility over the content, nature, and frequency of the 
communications they receive as shown by a mean score of 0.5344. A 
majority also agreed that donors viewed the communications they 
receive as informative, courteous, timely, appealing, and convenient 
appear to remain loyal for a greater period of time as shown by a mean 
score of 0.6336, the organization ensure that it give ongoing and specific 
feedback to donors as to how their funds have been put to use, in 
particular the benefit that has resulted for the beneficiary group as 
shown by a mean score of -0.6641, the real joy in fundraising is being 
able to talk with donors and prospects about our shared vision for a 
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better community as shown by a mean score of -0.6718, the entire 
relationship with a donor is viewed holistically and fundraising 
decisions taken in light of the perceived value of the overall relationship 
as shown by a mean score of 0.7405 and the CROs also offer donors 
some choice over whether or not they wish to be asked for a specific 
sum as shown by a mean score of 0.7939. 

6.3 Conclusions  

The study concludes that financial management affects the financial 
sustainability of the CROs. As such, budgeting systems, funds flow 
control system, asset management systems, financial planning, reporting 
and monitoring systems, accounting policies and procedures, internal 
and external auditing systems, financial analysis, information systems 
and plan implementation are used.  

The study further concludes that various attributes of management of 
resources such as  

social capital on the network level, working capital management 
skills, knowledge-sharing routines, stakeholder involvement, 
complementary resources, political management capabilities, 
relationships with external stakeholders and continuous improvement 
affects the sustainability of the CROs. 

The study concludes that there are various income diversification 
attributes which affect the sustainability of CROs. These include social 
entrepreneurship, owning and managing a business, holding one-time 
event like fund-raising and re-designing program implementation 
strategies to include cost recovery components.  

With regard to donor relationship management, viewing donor 
relationship holistically treating each as unique, giving feedback to them 
on stewardship of their funds, offering choice on the use of their 
donations and sharing organizational vision with them influences the 
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financial sustainability of CROs to some extent. However, donor 
relationship management per se does not guarantee the financial 
sustainability of CROs as the study established that was no significant 
relationship between donor relationship management and the financial 
sustainability of CROs. 

6.4 Recommendations of the Study 

Financial sustainability is about the ability to endure, it is about 
meeting the needs of the present without compromising the ability to 
exist or meet the needs of the future. Deliberate efforts must therefore be 
made not only by nations, but also by individuals, corporate and non-
corporate institutions in order to ensure sustainability. This section 
consists of various recommendations of the study which are based on the 
results and the general conclusions drawn from the key determinants of 
financial sustainability of CROs, namely financial management 
strategies, management of resources, own income generation, income 
diversification and donor relationship management. The 
recommendations are directed to CROs management, development 
partners, members and people of good will.  

Owing to the numerous financial sustainability issues facing CROs 
today, this study recommends the CROs management to focus on 
strategic analysis of the CROs status quo, the institutional strengths, 
specificities and opportunities, as well as a scan of the competitive 
environment. These would help in increasing the long-term reliability of 
the income stream, overcome the environmental or social problems, 
raise the institutional expectations, control potential competitive 
disadvantages due to the eventual higher costs of environmentally and 
socially friendly practices and create market entry barriers hindering 
environmentally or socially unconscious supply chains to supply the 
market.  
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CROs should also consider strengthening monitoring and evaluation 

processes of all financial management practices. Further, the 
organisations should be able to develop and implement an action plan to 
ensure regular supervision of financial management processes. This can, 
to a larger extent, bring about the financial sustainability of these 
organisations.  

The study also recommends that the CROs should establish various 
social enterprises that serve as a strategy to diversify their funding base, 
decrease reliance on donors, and recover or subsidize program costs. 
Leaders play an important role in shaping the necessary change 
processes related to diversity and the Church Related Organisations need 
to reinforce awareness around the range of activities they undertake and 
the added value they create for society, helping potential partners to 
evaluate funding options as well as tapping international funding 
streams. 

Effective resource management is another source of financial 
sustainability. This study established that financial sustainability cannot 
be achieved without sound resource management. This consists of 
management of not only financial resources, but also other associated 
resources like human skills, production resources (Square, 2008). It is 
also commonly established that large organisations have well defined 
resource management process which mainly guarantees that resources 
are never over-allocated across multiple projects (Tryon, 2009). In the 
same vein, CROs need to emulate the example of such organisations by 
ensuring that there is reasonable utilization and equitable distribution of 
resources.  

This study found that the financial sustainability of CROs cannot 
essentially be guaranteed by donor dependency. As such, the study 
recommends that as CROs try to fight against donor dependency 
syndrome, there is a need for them to have much better donor relations 
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strategy which include but not limited to dealing with donors 
individually, recognizing each donor as unique, and setting sound donor 
financial and project accountability systems. Such systems, can to some 
extent, create donor confidence and thus increase the stakeholders’ 
support base, which is essential in achieving any form of sustainability.  

There are also other financial sustainability indicators that CROs 
should consider. Re-visiting organisational goals, vision, and mission 
and core values is a fundamental option that can help these organisations 
to financially re-position themselves in an ever changing market place. 
The management of these organizations should borrow a leaf from the 
corporate world in terms of re-branding themselves to gain a 
competitive advantage.  

Leadership, as the study found, is another parameter of either failure 
or success of an organisation. Failure from the part of organisational 
leadership can lead to instability. Thus, there is a need for CROs 
leadership to embrace sound leadership approaches to ensure the overall 
organizational sustainability.  

The study further recommends an introduction of a certification 
program to expand the pool of staff qualified to undertake the duties of 
designing and implementing all CROs’ financial sustainability systems 
while ensuring quality and consistency, and provide orientation training 
on global emerging issues. This can only happen with visionary 
leadership which is willing to invest in human resources for a sustained 
future.  

A growing body of evidence shows that one of the key pillars of 
sustainability of Church Related Organisations is based on their 
potential to mobilize the support of stakeholder as they try to meet 
various societal needs. According to Wanjohi (2010), financial 
sustainability of organisations is very much intertwined with 
stakeholders’ support network upon which sustainability model should 
be based. However, stakeholders’ participation and support is not 
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enough to bring about the financial sustainability of CROs. Thus, as 
CROs serve the society, they need to be financially stable is inevitable. 
This, as the study hypothesizes, should be attained by embracing 
effective financial management strategies, maintaining effective 
management of resources, engaging in income generation activities, 
ensuring that there is diversification of resources, and effective donor 
and stakeholders’ management processes.  

6.5 Recommendations for Further Study 

Based on the findings and conclusions, this study recommends the 
following for further investigation. 

The current study was limited in terms of the parameters that were 
examined. There are other extraneous variables that influence the 
financial sustainability of CROs. This study recommends undertaking 
another study of the influence of organizational structure, governance 
and ethics on the financial sustainability of CROs.  

According to Drucker (1997) good organizational structure does not 
by itself produce good performance. However, a poor organizational 
structure makes good performance impossible no matter how good the 
individual manager may be. Ethics on the other hand is another 
important parameter of sustainability. It is interwoven with governance 
and accountability. For instance, diverting funds for another purpose, 
conflict of interest which influences the objectivity of leaders, corrode 
the trust of donors, thus affecting financial sustainability. In a nutshell, 
regardless of well organizations finances are managed and funds raised, 
poor governance, accountability, structure and ethics will never make 
the CROs to be financially sustainable. Thus there is need to revisit 
these parameters.  

 



190   Financial Sustainability of Church Related Organizations 
 

 

Secondly, since the scope of the study focused on western funded 
churches, there is need to undertake another study on African 
Independent Churches, or so called Evangelical Pentecostal churches 
and their related organizations that have no link with mother Churches 
in the West but are able to sustain their programs from their local 
support base. 
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APPENDICES 

Appendix 1: Letter to the Respondents 

To: All respondents 

Dear Sir/Madam, 

Re: field research questionnaire 

Topic: determinants of financial sustainability of Church related 
organisations (cros) in Kenya 

I am writing to solicit your views - via the attached questionnaire - in 
relation to an academic research I am undertaking on the above subject.  

As you might be aware, the history of development in all of Africa in 
many ways hinges on the role churches have played over the last 
century. Missionaries contributed to modern medicine, western style 
education, and new techniques in agriculture. Churches did and continue 
to do all these alongside moral and spiritual nourishment which is 
basically their core mandate and mission.  

But significant feature of the church’s development work is that it 
has been carried out with virtually all the funds provided by their 
overseas partners and other international Non-Governmental 
Organisations. This state of affairs has not only created a dependency 
culture with little in built capacity for self-sustainability but is also 
threatening the existence and work of most CROs. Africa is now the epi-



216   Financial Sustainability of Church Related Organizations 
 

 

centre of Christianity and most of its overseas partners are suffering 
from donor fatigue or an eroded funding base. They expect their partners 
in Africa to take-up the responsibility of funding their own programmes 
so that the church can continue to fulfil its core mandate side-by-side its 
social development ministry. This, therefore, is my motivation for this 
research – to assess the challenges and develop a financial strategy for 
the sustainability of CROs in Kenya. 

Kindly share with me your thoughts as you complete the 
questionnaire. Any information given will be treated in strict confidence.  

Thank you.  

Yours sincerely,  

Bright G. Mawudor 
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Appendix 1I: Questionnaire for Members of Governing 
Bodies, General Secretaries Past and Present 
Executive/Programme Staff  

Section A: Background Information 
 
1. Name of the Organization  
 ...............................................................................................................  

2. Designation: .......................................................................................  

3. Working Experience in the Organization 
a) 1-2 years    [   ] 
b) 2-4 years    [   ] 
c) 5 years and above  [   ] 

Financial Management and Financial Sustainability 

1) To what extent does financial management affect the financial 
sustainability of your Church Based Organization (CBO)? 

Very great extent  [   ] 
Great extent   [   ] 
Moderate extent  [   ] 
Little extent    [   ] 
Not at all    [   ] 

2) To what extent are the following financial management systems 
used currently in your Organization/ church? 

 
Financial management  Very 

great 
extent 

Great 
extent 

Moderate 
extent 

Little 
extent 

Not 
at 
all 

Funds Flow control 
systems 

     

Financial planning       
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Budgeting Systems      
Asset management 
systems 

     

Accounting policies 
and procedures  

     

Internal and external 
auditing systems 

     

Reporting and 
Monitoring systems 

     

Information Systems      
Financial analysis      
Plan implementation       

3) Kindly rate your level of agreement with the following 
statements that relate to the effect of financial management 
on the financial sustainability of CBOs? 

 1 2 3 4 5 
The management should ensure funds are 
available when needed and that they are 
obtained and used in the most efficient and 
effective way to the benefit of the church 
based organization  

     

Financial planning in the CBO seeks  
to quantify various financial resources 
available and plan the size and timing 
of expenditures.  

     

Financial management practices 
requirements can impose a significant 
burden on the CBO 

     

Managing the movement of funds 
in relation to the budget is essential 
for a CBO 

     

The main aim of the process of managing 
finances is to achieve the various goals 
a CBO sets at a given point of time 

     

Financial management tools can help an 
organization to deliver its mission better 
and to ensure the best and most beneficial 
use of resources.  

     

There is sound organizational planning and      
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the set-up and implementation of workable 
systems, policies and procedures which 
can respond to, accommodate and 
overcome the financial challenges a church 
based organization may face 
CBOs are more apt to voluntarily disclose 
negative earning surprises pre-emptively, 
compared to positive earnings surprises 

     

Sound financial management practices, 
good governance, and accountability are 
essential building-blocks for driving 
improvement and better-value for money 
in faith based organizations 

     

Financial management play an important 
role in supporting new programs to be 
diffused in practice 

     

Section C: Resources Management 

4) To what extent does resource management as a sustainability 
initiative enhance the following? Use a scale of 1-5 where 1 not at all = 
and 5 = to a very great extent. 

 1 2 3 4 5 
Overcome the environmental or social 
problems  

     

Raise the institutional expectations       
Control potential competitive 
disadvantages due to the eventually 
higher costs of environmentally 
and socially friendly practices  

     

Create market entry barriers hindering 
environmentally or socially 
unconscious supply chains to supply 
the market  

     

5) To what extent does the management of following categories of 
key resources affect the sustainability of the CBO? Use a scale of 1-5 
where 1 not at all = and 5 = to a very great extent. 
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 1 2 3 4 5 
Relation-specific assets      
Complementary resources      
Knowledge-sharing routines      
Effective governance mechanisms       
Social capital on the network level       
Continuous improvement       
A shared vision within the church 
based organizations 

     

High order-learning      
Relationships with external 
stakeholders  

     

Stakeholder involvement       
Working capital management skills      
Political management capabilities       

6) What is your level of agreement with the following statements 
that relate to the effect of resource management on sustainability of 
CBOs? Use a scale of 1-5 where 1= strongly disagree while 5= 
strongly agree. 

 1 2 3 4 5 
The CBO proactively identify sustainability 
issues and (re-)shape the fundamental 
nature of how policies, norms and 
standards for environmental and social 
performance are defined  

     

The CBO employs the use of preservation 
mechanisms such as asset 
interconnectedness, partner scarcity,  
and resource indivisibility to protect 
the value created by resources  

     

Resources management enable church 
based organizations to establish voluntary 
sustainability initiatives and to win 
the competition of opposing existing 
and emerging institutional practices 
applied in supply chains  
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Income Diversification and Financial Sustainability 

7) How important are the following driver for income 
diversification in your church?   

 1 2 3 4 5 
Risk management       
Mitigation of negative consequences 
of a sudden drop in income  

     

Fueling further growth of the church’s 
activities 

     

Gaining more flexibility in their internal 
financial management 

     

Reducing the danger that a withdrawal 
of funding forces the organization to close 
down 

     

Increasing the longer-term reliability 
of the income stream 

     

Reducing the impact of exchange rate 
fluctuations on income in local currency 

     

Reducing the impact of economic 
downturns 

     

Being able to decide how to generate 
and spend financial resources without 
restrictions 

     

Being able to fund projects according 
to your priorities 

     

Being able to say no to some sources 
of income because they do not fit 
in the organization´s values 

     

8) How effective are the following income diversification strategies 
in enhancing financial sustainability at your organization? 

 1 2 3 4 5 
Social entrepreneurship       
Tapping international funding streams       
Expansion of fund-raising activities directed 
at the general public 

     

Tapped new corporate donors for monetary 
and in-kind support 
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Owning and managing  
Businesses such as restaurants,  
tour companies, banks and clinics  

     

Holding one-time events      
Redesigning program implementation 
strategies to include cost-recovery 
components 

     

9) What is your level of agreement with the following statements 
that relate to the effect of resource diversification on the financial 
stability of the CBOs? 

 1 2 3 4 5 
High fragmentation of donor funding 
exacerbates this issue, with different 
donors often having complex 
and different rules and requirements  

     

Diversification of funding sources 
increase the stability of church based 
organizations income streams 

     

With the funding challenge the church 
based organization respond with 
entrepreneurial spirit, good planning 
and hard work that has brought success 
in the core activities  

     

The CBO have various social enterprises 
that serve as a strategy to diversify 
their funding base, decrease reliance 
on donors, and recover or subsidize 
program costs 

     

Social enterprise offers a means to reduce 
program deficits and employ resources 
more efficiently in the CBO 

     

The church leadership project a vision 
and build the case for diversification 
activities, as well as engage the broader 
church community in the process 

     

leaders play an important role in shaping 
the necessary change processes related 
to diversification 

     

Church based organizations need      
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to reinforce awareness around the range 
of activities they undertake and the added 
value they create for society, helping 
potential partners to evaluate 
funding options  

Donor Relationship Management 

10) To what extent does donor relationship management affect the 
financial sustainability of your organization? 

Very great extent  [   ] 
Great extent   [   ] 
Moderate extent  [   ] 
Little extent    [   ] 
Not at all    [   ] 

11) What is your level of agreement with the following statements 
that relate to the effect of donor relationship management on the 
financial stability of the CBOs? 

 1 2 3 4 5 
Financial sustainability at the CBO 
is achieved by dealing with donors 
individually, recognizing each donor as 
unique in terms of giving history, motivation 
for giving, and the overall standard of care 
expected from the charities being supported. 

     

The entire relationship with a donor 
is viewed holistically and fundraising 
decisions taken in light of the perceived 
value of the overall relationship. 

     

CBOs are not afraid to invest in their donors 
and allow them greater flexibility over 
the content, nature, and frequency 
of the communications they receive 

     

The organization ensure that it give ongoing 
and specific feedback to donors as to how 
their funds have been put to use, in particular 
the benefit that has resulted 
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for the beneficiary group 
Donors viewing the communications they 
receive as informative, courteous, timely, 
appealing, and convenient appear to remain 
loyal for a greater period of time 

     

The CBOs also offer donors some choice 
over whether or not they wish to be asked 
for a specific sum 

     

The real joy in fundraising is being able 
to talk with donors and prospects about 
our shared vision for a better community 

     

Income Generation 

12) What is your level of agreement with the following statements on 
the effect of income generating activities on the sustainability of the 
CBO? 

 1 2 3 4 5 
Church based organizations experience 
difficulty in finding sufficient, appropriate 
and continuous funding for their work 

     

Resource Mobilization provides potential 
for church based organizations to raise 
funds from local businesses, individuals, 
government and locally generated income  

     

Income generation is a key programmatic 
strategy to address the need to find 
alternative means to make a living 
in a dignified way 

     

Income generation programmes frequently 
provide new skills, services 
and opportunities for host communities 
and can stimulate the local economy, 
thereby linking relief with development. 

     

Business activities generate income for 
church based organizations through "rent" 
on factors of production, and the skilful 
combination of these factors in "income 
generation programmes" 

     

CBOs should develop more business-like      
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operations, focusing on the most 
practicable forms of enterprise structure 
but without losing their priority of seeking 
to benefit the poor 
and other disadvantaged groups. 
If CBOs are to concentrate on what they 
can do best - social work, then Marketing 
and Fundraising become boundary 
management activities, which are 
of utmost importance, and yet should not 
demand too much time from CBO leaders 

     

CBOs with excess assets can use them to 
generate income which may be used 
as the CBO determines 

     

The CBO has renting buildings, providing 
consultancy or offering training 

     

Income generating programs (IGPs) 
are intended to enable CBOs to attain 
‘self-sufficiency’ by providing economic 
inputs and activities like agriculture, 
service provision (e.g. food vending, 
charcoal making) or trade 

     

Governments therefore allow CBOs to 
pursue income generating activities.  

     

13) The following are the key issues facing financial management 
approaches used by your organization? To what level do these issues 
affect the financial sustainability of your organization? (use a scale 
of 1-5 where 5 = very high while 1 = Low).  

Subject Area 1 2 3 4 5 Remarks/Comments 
The organization 
adequately gets funding 
to support all its activities 

          

The arrangements 
to transfer the funds 
to the organization 
are satisfactory 

          

In the past, 
the organization 
has had problems  
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in the management 
of disbursements from 
a member of the 
supporting donor agency 
The organization 
has mechanisms 
to manage donor relations 

          

The level and competency 
of staff appropriate for the 
level of financial volume 

          

Budgets are prepared for 
all significant activities in 
sufficient detail to provide 
a meaningful tool with 
which to monitor 
subsequent performance 

          

The actual expenditures 
are compared to the budget 
with reasonable frequency, 
and explanations required 
for significant variations 
from the budget 

          

Internationally accepted 
accounting standards are 
followed 

          

There are written policies 
and procedures covering 
all routine financial 
management and related 
administrative activities 

          

Controls exist for the 
collection, timely deposit, 
and recording of receipts 
at each collection location 

          

There is a system of 
adequate safeguards 
to protect assets from 
fraud, waste and abuse 

          

Subsidiary records of fixed 
assets and stocks are kept 
up to date and reconciled 
with control accounts 
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There is an internal audit 
department  
in the organization 

          

The audit of the entity 
conducted according to the 
International Standards on 
Auditing 

          

Financial reports are 
prepared in a timely 
fashion so as to useful 
to management for 
decision making 

          

Financial reports 
are prepared directly 
by the automated 
accounting system or are 
they or are they prepared 
by spreadsheets or some 
other means 

          

 Section D: Alternative Financial Management Strategies that can 
be adopted for Financial Sustainability  

14) Which area would you like your organization / church to 
improve?  

 Yes No N/A Explanation 
Ecumenical growth 
& interfaith relations 

    

Theology, mission 
and evangelism 

    

Social & economic justice, 
research & development  

    

Education     
Administration of finance, 
personnel and property  

    

Investment towards economic 
independence 

    

Development of new 
partnerships 

    

Other areas (please specify)     
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15) What alternative financial strategies do you think can be adopted 
by your organization/ church to be financially self-sustaining and 
reduce dependency on foreign aid? 

 Adopted Not 
adopted 

Not 
applicable 

Explanation 

Diversification of 
funding base 

    

Entrepreneurial 
strategy 

 
 
 

   

Building Reserves  
 
 

   

Managing Costs  
 
 

   

Re-orientation of 
organizational and 
human resource and 
physical capital 

    

• Risk Mapping 
and Management 

 
 
 

   

• Donor 
Relationships 
management 

    

• Other strategies  
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Appendix III: Interview Guide for Development 
Partners 

Section A: Background Information 

1. Name of partner/Institution/Organization 

 ...............................................................................................................  

2. Name of the Organization / Church supported 

 ...............................................................................................................  

3. Major areas of focus  

 ...............................................................................................................  

 ...............................................................................................................  

 ...............................................................................................................  

4. Country/place of operation.  

 ...............................................................................................................  

Section B: Financial Management Issues: Partnership 

5. Has the partnership with AACC been of any benefit 
to the organization/Church? 

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

6. During the past one year, how often have you had to contact the 
organization/Church in question on account of programs? How has this 
affected your funding? 

 .....................................................................................................................  
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 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

7. Whenever you have had to contact the organization/Church, on what 
account has it been? 

 .....................................................................................................................   

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

8. During the same period, how many times did the secretariat contact 
you (donor) on account of the programs? 

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

9. On what account has the secretariat been able to contact you (donor)? 

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

10. How do you see your future partnership with the organization / 
church you support with? 

 .....................................................................................................................  
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 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

11. Church Based organization currently received 65% of its income 
from partners in Europe/North America to support its programmes. 
What are your views on its financial sustenance in the future? 

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

Section C: Strategies towards Sustainable Strategic Financial 
Management  

12. As a donor which area would you like the organization / church you 
support to improve?  

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

13. The organizations you support are generally not financially stable. 
What alternative strategies do you think can be adopted to remedy the 
situation? 

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  

 .....................................................................................................................  
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Financial Management for Sustainability in Selected Church Based 
Organizations (CBOs) in Kenya”. Please accord him all the support he 
may need to make his data collection activity a success. In case you may 
require further information on the researcher, please contact: 

The Deputy Vice Chancellor (Academic), The Open University of 
Tanzania 

P.O. Box 23409, Dar es Salaam, Tel: 022-2-2668820 

We thank you in advance for your cooperation and facilitation of this 
research activity. 

Yours sincerely, 

Prof. S. Mbogo 
For: Vice Chancellor  
The Open University of Tanzania 

Appendix V: Variables Operationalization Matrix 

 
Variable Indicators Measure Scale 

Dependent 
variable 
 

Financial 
sustainability 

1) Operating 
Surplus Ratio 
 
2) Net 
Financial 
Liabilities Ratio 
 
3) Asset 
Sustainability 
Ratio 
 
4) Asset 
Consumption 
Ratio 

1) Size of 
operating Surplus 
Ratio 
 
2) Proportion of 
net Financial 
Liabilities Ratio 
 
3) Size of asset 
sustainability 
Ratio 
 
4) Proportion of 
asset Consumption 
Ratio 

Ordinal/Nominal 
 
Ratio/ interval 
 
Ordinal/interval 
 
Ratio/ interval 
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Indepen-
dent 
variables 
 

Strategic financial 
management 

1) Financial 
planning  
 
2) Financial 
analysis 
 
3) Plan 
implementation 
  
4) Asset 
selection 
  
5) Stock 
selection 
 
6) Investment 
monitoring 
 

1) Did they 
have financial 
planning 
competence? 
 
2) Did they 
have financial 
analysis 
 
3) Did they 
have  plan 
implementation 
competence 
 
4) Are they 
competent in asset 
selection 
 
5) How is their 
stock selection 
skills 
 
6) Did they have 
investment 
monitoring  skills 

Ordinal scale 
 
Ordinal scale 
 
Likert 
 
Ordinal scale 
 
Ordinal scale 
 
Ratio/ interval 
 
Ordinal/interval 
 
Ordinal/Nominal 

 Sound 
management 
of resources  

1) Compleme
ntary resources 
 
2) Indirect 
Cost Recovery 
Rate 
 
3) Accountin
g information 
utilized 
 
4) Internal 
Financial 
Reporting 
 
5) External 
Financial 
Reporting 
 
6) External 
Oversight 
(Audits) 
 
7) Cash 
Flows 

1) Level 
of management of 
Complemen-tary 
resources 
 
2) Extent 
of Indirect Cost 
Recovery Rate 
 
3) Amount  
of Accounting 
information 
utilized 
 
4) Vigilance of 
internal Financial 
Reporting 
 
5) Accuracy of 
external Financial 
Reporting 
 
6) Quality  
of external 
Oversight (Audits) 
 
7) Efficiency of 
cash Flows 

Ordinal scale 
 
Likert 
 
Ordinal scale 
 
Ordinal scale 
 
Ordinal scale 
 
Ratio/ interval 
Ordinal/interval 

 Income 
diversification 
generation 
 

1)Social 
entrepreneur-
ship  
 
1) Unrestricte
d income 
generating 

1) Level of 
participation in 
social 
entrepreneurship  
 
2) Presence of 
unrestricted 

Ordinal scale 
 
Ordinal/interval 
 
Likert Scale 
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activities 
 
2) Business 
activities 
 

income 
 
3) Level of 
participation in 
business activities 

 Income 
diversification  

1) Fundraisin
g and 
development 
plan 
 
2) Tapping 
international 
funding streams 
  
3) Corporate 
donors sourcing 
  
4) Owning 
and managing 
businesses 

1) Number of 
fundraising and 
development plan 
activities 
 
2) Level of 
tapping of 
international 
funding streams 
 
3) Amount of 
corporate donors 
sourcing 
 
4) Number of 
businesses owned 

Ordinal/interval 
 
Ordinal scale 
 
Likert 
 
Ratio/ interval 
 

 Stakeholder 
relationship 
management  

1) Donor 
Segmentation  
 
2) Enhanced 
meaningful 
communi-
cations 
 
3) Use 
information 
management 
 
4) Providing 
accountability 
 
5) Implement
ing a 
comprehensive 
recognition 
program 

1) Level of 
donor 
segmentation 
 
2) Level of 
meaningful 
communications 
 
3) Presence of 
information 
management 
 
4) Level of 
accountability 
 
5) Level of 
implementing of a 
comprehensive 
recognition 
program 

Ordinal/interval 
 
Likert 
 
Ordinal/interval 
 
Ratio/ interval 
 
Ordinal scale 
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Appendix VI:  Distribution of the Respondents 

 Frequency 

Managers 27 
  Coordinators 12 

Rector 1 
  Accountant 16 

Trustee 2 
  Administrator 6 

Chief Accountant 2 
  Chairlady 3 

Cashier 1 
   Farm Manager 1 

Head teacher 2 
  Director 16 

Chairman 1 
  Executive Secretary 1 

Field Officer 1 
  Shop Attendant 1 

Principal 9 
  Consultant 1 

Moderator 2 
  Educational Officer 1 

Finance Manager 4 
  Fund Manager 2 

Superintendent 1 
  President Of Council 1 

General Secretary 1 
  Head of Finance And Resource  
  Management(Retired) 

1 
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Former Provincial Secretary 1 
  Finance Secretary 1 

Administration Secretary 1 
  Public Relations Officer 1 

Nurse 1 
  Chief Finance Officer 2 

Administration Officer 1 
  Project Manager 1 

Accounts Officer 1 
  Sister In Charge 1 

Administration Assistant 1 

Total 128 
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Appendix VII: List of Church Related Organizations 

Nairobi Province          Church Affiliation 

1) Nairobi 

Mark's Teachers College …………………………………... Catholic
 St Lawrence Academy Langata …………………………… Catholic  

Radio Waumini …………………………………………… Catholic  

GBS TV………………………………………………… Presbyterian
 Hope FM………………………………………………... Methodist  

NPC Primary School…………………………………… Pentecostal 

Catholic Parochial School…………………………………. Catholic
 KEMU University Administration……………………... Methodist 

KEMU University Asset Managers…………………… Methodist 

CUEA Administration……………………………………. Catholic  

CUEA Development Managers…………………………… Catholic  

CUEA University Farm Managers………………………… Catholic  

Consolata Institute of Philosophy…………………………. Catholic  

Tangaza College…………………………………………… Catholic  

Hekima College……………………………………………. Catholic  

Daystar University……………………...…… Non-denominational 

St Paul's University…………………………. Non-denominational 

Consolata School………………………………………….. Catholic  

St Joseph’s Primary Kasarani ……………………………. Catholic  
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Strathmore University …………………………………… Catholic  

Consolata Driving School…………………………………. Catholic  

Loreto Girls High School…………………………………. Catholic  

Don Bosco polytechnic……………………………………. Catholic  

Nazareth Hospital ……………………………………Seventh Day 

Diwopa Primary School…………………………………… Catholic  

St. Cecilia Hospital………………………………………… Catholic  

St Ann Self Help Group……………………………… …… Catholic 

Baptist Studios…………………………………………….  Baptist 

Pauline Publications……………………………………….  Catholic 

Ukarimu Hostels…………………………………………..  Catholic 

Ukweli Video Productions………………………………… Catholic  

Methodist Guest House…………………………………. Methodist 

African Christian Churches and Schools ………Non-denominational 

AGAPE Volunteers in Kenya …………………Non-denominational 

Justice and Peace Commission of the Association  

of Sisterhoods of Kenya…………………………………… Catholic 

Africa Faith for Peace …………………………………. Presbyterian
 Adventist Press Service ………………………………Seventh Day 

African Jesuit Aids Network ……………………………… Catholic 

Anglican Development Services …………………………..  Anglica 

Association of Christian Lay Training 
Centers…………………………..……………..Non-denominational 
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Africa International University 

(Formerly Nairobi Evangelical Graduate School of………... Baptist  

Catholic Relief Services ……………………………… …. Catholic 

Catholic Fund for Overseas Development - Kenya ………  Catholic 

Caritas - Kenya ………………………………………….... Catholic 

Catholic University of Eastern Africa ……………………... Catholic 

Christian Life Community ………………………………...  Catholic 

Christian Health Association of Kenya …….. Non-denominational 

Christian Social Services Commission ……………………  Catholic 

Christian Monitor ……………………………………… …. Catholic 

Church Christian Care ……..…………………Non-denominational 

Christian Children’s Fund.………………………………… Anglican  

Christian Industrial Training Centre ………………….... Anglican 

Church Mission Society   Kenya …………….Non-denominational 

Christian Organizations Research and Advisory  

Trust for Africa…………………………………Non-denominational 

Evangel Publishing House ………………………….…....Anglican 

ECLOF – Kenya ………………………………Non-denominational 

Ecumenical Centre for Justice and Peace ……...Non-denominational 

Ecumenical Advocacy Alliance …………….…Non-denominational 

International Alliance of Catholic Development Agencies…Catholic 

Kutoka  Network  - Catholic Diakonic Organization ……..  Catholic 
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Kenya Student Christian Fellowship ………………Non-denominational 

Kenya Christian Community SACCO…………..…Non-denominational 

Kambakia Christian Centre ………………………………... ….Anglican 

Koinonia Advisory Research 
and Development Services………………………....Non-denominational  

Life and Peace Institute ……………………………Non-denominational 

Lutheran World Federation ………………………………... ….Lutheran 

Mater Misericordiae  Hospital…………………………………Catholic 

Methodist Insurance Brokers ……………………..…………Methodist 

Nairobi Peace Institute ……………………………Non-denominational 

Nazarene University ……………………………Seventh Day Adventist 

Pax Romana Kenya ……………………………………….. …..Catholic 

Peace Tree Network ……………………………. …Non-denominational 

PCEA Kikuyu Hospital ……………………………………  Presbyterian 

Participatory Ecological Land Use 
 & Management, Kenya.............................................Non-denominational 

International Movement of Catholic Agricultural and  
Rural Youth ………………………………………………….…Catholic 

Presbyterian University of East Africa …………………… Presbyterian 

Teach A Child –  TAC -Kenya chapter …………Non-denominational 

Young Men Christian Association ………………Non-denominational 

Young Women Christian Association ……………Non-denominational 

Word Alive Publishers Ltd ……………………………….. Pentecostal 
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Church Commissioners of Kenya………………………..Anglican 

Methodist Insurance Brokers…………………………….Methodist 

All Africa Conference of Churches………………………Ecumenical 

Adventist Relief Development Agency….  Seventh Day Adventist 

St. Nicholas Boys School………………………………..Anglican 

Presbyterian Foundation……………………………… Presbyterian 

Ecumenical Disability Ecumenical Network…………… Ecumenical 

Organisations of African Instituted Churches………………African 

Association of Evangelicals in Africa………………… Evangelical 

Christian Aid – Kenya…………………………Non-denominational 

National Council of Churches of Kenya……………… Ecumenical 

Sudan Council of Churches, Kenya…………………… Ecumenical 

Coptic Hospital, Nairobi ……………………………… …Orthodox 

North Eastern Province  

2) Garisa 

Garrissa Women Fund ………………………………… Presbyterian 

Education Fund Garissa………………………………… Presbyterian 

Merille WaterFund ……………………………………….Catholic  

Girl Child Centre…………………………………………… Catholic 

3) Wajir 

Girl Child Education Fund…………………………………. Catholic 
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4) Lodwar 

Lutheran World Federation………………………………Lutheran 

Minors for Christ Centre…………………………………Methodist 

Maji Safi Community Project …………………………… Catholic  

Afya Turkana Trust………………………………………… Catholic 

Turkana women Organisation…………………………..Presbyterian 

Nyanza Province 

5) Kisumu 

Don Bosco polytechnic……………………………………. Catholic  

Mothers for Christ Centre………………………………..Anglican 

Fathers investments ……………………………………….Catholic  

Mary Mother of Mercy High School …………………….. Catholic  

Mabonde Education Centre………………………………..  Catholic 

Lake investment Group……………………….Non-denominational 

Kisumu Youth Association……………………Non-denominational 

6) Kisii 

Asumbi School For the Blind ……………………………Catholic  

St. Vincent Pastoral Centre ………………………………..Catholic  

Kebirigo Training and Conference facility…………………Anglican 

Nyanchwa Girls High School………………………………Anglican 

Asumbi tailoring School…………………………………… Catholic  

Kisii Theological Institute……………………………..Seventh Day 
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Coast province 

7) Malindi 

Fish Freezer Project ………………………………………...Catholic  

Interreligious Centre Malindi…………………Non-denominational 

Makenzie Music College………………………Non-denominational 

Malindi Cultural Centre………………………Non-denominational 

8) Mombasa 

Mombasa Special School………………………………….. Catholic  

St Martin Hospital Mtwapa……………………………….. Catholic  

St Monica's Girls High……………………………………. Catholic  

Bishop Njenga Pastoral Centre……………………………. Catholic  

Ukarimu Conference 
and Accommodation Centre…………..……… Non-denominational 

Makutano Guest House…………………………Non-denominational 

Bishop Njenga Memorial Centre…………………………... Catholic  

Waumini Bookshop ……………………………………... Catholic  

Western province  

9) Kitale  

Mitume pastoral Centre……………………………………. Catholic 

Catholic Dev. Coordinator ………………………………….Catholic 

Kanisa Farming project ………………………...Non-denominational 

Kachibora Youth Peace Initiative………………Non-denominational 
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Kaplamai Dairy Farmers Association…………Non-denominational 

St Antony Boys High School………………………………  Catholic 

Bishop Gatimu Pastoral Centre……………………………  Catholic 

10)  West Pokot 

Kapenguria Livestock Centre…………………Non-denominational 

Kaisagat Solar Project…………………………Non-denominational 

Kacheliba School For the blind……………………………. Catholic 

Makutano Livestock Products……………… Non-denominational 

11)  Bungoma 

St. Andrews Pastoral Centre ………………………………Catholic  

St Peters Seminary School…………………………………. Catholic  

Mt. Elgon Youth For Peace Self Help Group…Non-denominational 

Mabanga College of Agriculture ……………………. …..Catholic  

Rift Valley Province 

12)  Narok 

Narok Nosim Farm…………………………….Non-denominational  

Ushirika Wheat Farmers Association……… …Non-denominational 

Jimudu Investments…………………………… Non-denominational 

KARIM international Youth Centre……………Non-denominational 

Ntulele Mission School…………………………Non-denominational 
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Appendix VIII: Sample Financial Health Check Guide 
for CROs 

Section 1: Planning and Budgeting 

Ref Statement of best practice Score 
1.1 Budgets are prepared in good time for all the costs 

of running the organization 
 

1.2 Both finance and programme staff are involved in 
setting budgets 

 

1.3 Project budgets are based on the costs of planned 
activities 

 

1.4 Budget worksheets include explanatory notes and 
clear calculations 

 

1.5 A separate budget is prepared for core costs 
(overheads) 

 

1.6  Organizational budgets are approved by the Board 
of Trustees 

 

1.7 A named individual (budget holder) is responsible 
for implementing and managing each budget 

 

1.8 Budget codes match (or correspond to) accounting 
codes 

 

1.9 All planned operational costs are adequately 
funded 

 

1.10 A cash flow forecast is prepared every month  
1.11 Strategic Plan includes long-term institutional 

financial plan (3-5) that is updated periodically in 
a participatory manner 

 

 Total score for planning and budgeting  

Section 2: Basic Accounting Systems 

Introduction 

Every financial transaction should be backed up by a ‘supporting 
document’. e.g. a receipt, an invoice or a sign sheet (e.g. for many travel 
reimbursements). This is the evidence that a specific transaction has 
taken place. 
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Every transaction involving paying out or receiving money should be 
written down in a cashbook. It can be kept in a physical cashbook or 
petty cashbook, on an Excel spreadsheet or as part of a computerized 
accounting package. Every entry in the cashbooks should be referenced 
back to the relevant supporting document. 

It is important to check the accuracy of the accounting books at the 
end of each month by carrying out two essential ‘reconciliations’. The 
bank statement balance is compared to the bank cashbook closing 
balance. A physical cash count is done to check the closing balance in 
the petty cash book. 

Accounting works by assigning codes to each transaction entered in 
the cashbooks. The unique list of accounting codes that an organization 
uses is called its “Chart of Accounts”. Another set of codes can be used 
to assign transactions to a specific project or donor. These are called 
‘cost centre’ codes. 

 
Ref Statement of best practice Score 
2.1 Every payment made has a supporting document 

providing evidence 
 

2.2 All cash or cheques received are recorded on pre-
numbered carton copy receipts (if NGO does not 
receive cash or cheques, score 5) 

 

2.3 All payments and receipts are recorded in cashbooks 
(date, description, amount) 

 

2.4 There is a separate cashbook for each bank and cash 
account 

 

2.5 Every entry into the cashbooks is cross referenced to 
a supporting document 

 

2.6  All cashbooks are updated at least once per month  
2.7 All cashbooks are written neatly in permanent ink or 

on computer 
 

2.8 A standard Chart of Accounts is used to code (or 
classify) each transaction in the cashbooks 

 

2.9 Transactions are also classified  by project or donor 
using a standard list of ‘cost centres’ 

 

2.10 A bank reconciliation is done each month, for every  
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bank account 
2.11 A cash count reconciliation is witnessed and recorded 

each month 
 

2.12 The organization keeps track of amounts owed to 
others (e.g. suppliers) and owed by others (e.g. staff) 

 

 Total score for basic accounting systems  

Section 3: Financial Reporting 

Introduction 

The Board of Trustees needs financial reports to oversee the finances 
of the organization. Managers need up-to-date figures to monitor 
projects and make decisions. Donor agencies need reports to check the 
use of their money, and often as a condition for further funding. 
Increasingly, organizations are sharing financial information with 
beneficiaries to increase accountability and build confidence. An annual 
external audit verifies the accuracy of the financial statements. 

The monthly financial reports should include an Income and 
Expenditure report showing money coming into the organization and 
how it was spent. If the report compares the amount spent against 
budget, it is called a Budget Monitoring Report. The budget is supposed 
to be a tool, not a straight jacket. Project managers should use financial 
reports to help make decisions, so that the money is used efficiently and 
effectively to achieve desired outcomes. 

It is also important to report on balances held at the end of each 
month or quarter. Balances include the amount of money held (cash and 
bank), as well as amounts owed to the organization (such as 
unaccounted working advances) and owed by the organization (e.g. to 
suppliers/tax authorities). Reports should be produced showing the 
relevant level of detail according to their use (e.g. for a single project or 
donor) or consolidated. Reports should also have the right format for 
their use, e.g. donor formats as per grant agreements, standard formats 
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for annual audited accounts, accessible formats for beneficiaries, user-
friendly formats for managers. 

 
Ref Statement of best practice Score 
3.1 The Board reviews financial reports every quarter  
3.2 Senior managers discuss financial reports at least once 

every three months 
 

3.3 Reports include details of cash and bank balances, 
amounts due (e.g. from staff) and owed (e.g. to 
suppliers) 

 

3.4 Budget holders receive budget monitoring reports 
every month 

 

3.5 Budget monitoring reports include explanations and 
comments about differences 

 

3.6  Financial reports are used to help make decisions  
3.7 Financial information is shared with beneficiaries at 

least once per year, in an accessible way 
 

3.8 Annual audits are up-to-date (signed within six 
months of the year end) 

 

 Total score for reporting  

Section 4: Internal controls 

Ref Statement of best practice Score 
4.1 Cash is kept safely in a locked cashbox or safe, 

in the custody of one individual 
 

4.2 All cash received is banked intact, i.e. without any 
being spent (if no cash is received, score 5) 

 

4.3 All cheques are signed by at least two authorized 
signatories 

 

4.4 Cheques are signed only when all the details have 
been properly filled in (i.e. no signatories ever sign 
blank cheques) 

 

4.5 Bank reconciliations are checked by someone 
who did not prepare them 

 

4.6  There is a written policy detailing who can authorize 
expenditure of different types and value 

 

4.7 All transactions are properly authorized  
4.8 Cash payments are authorized by someone other  

than the cashier 
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4.9 Different steps in the procurement (e.g. ordering, 
receiving and paying) are shared among different 
people 

 

4.10 Expenses claims for staff advances are checked 
by the same person who authorized the advance 

 

4.11 Staff salaries (including advances and loans 
deductions) are checked each month by a senior 
manager 

 

4.12 Statutory deductions (e.g. payroll taxes) are properly 
made and paid on time 

 

4.13 All fixed assets (e.g. vehicles, computers, equipment) 
owned by the NGO are insured and controlled using  
a fixed assets register 

 

4.14 There is an approved policies and procedures manual 
in place which is relevant to the organization, 
and known by staff 

 

4.15 A properly registered audit firm is selected 
by the Trustees 

 

 Total score for internal controls  

Section 5: Grant Management and Fundraising Plan 

Introduction 

Most CROs get at least some of their funding as grants from donor 
partners. It is important to have a grant agreement in place that outlines 
the amounts and timings of funds to be transferred.  

Donors tend to fund specific projects with specific budgets which 
form part of the agreement. 

The grant agreement may also contain a number of grant conditions, 
including procurement rules and reporting requirements. Programme 
and Finance staff need to work together to ensure consistency between 
the narrative and financial reports about the same project. 

It is important to keep track of which donor is funding which project 
(or part of a project). It is very bad practice to ‘borrow’ money received 
form a donor for a specific project for another purpose. 
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Ref Statement of best practice Score 
5.1 There is a signed agreement in place for each grant  
5.2 Senior Managers check the grant conditions  

are reasonable before signing agreements 
 

5.3 Grant conditions on procurement are known  
by finance staff, budget holders and procurement 
officer(s) 

 

5.4 There is compliance with the terms and conditions 
in grant agreements 

 

5.5 Donors receive financial reports in the right format 
and on time 

 

5.6  Donor financial and narrative reports are consistent 
and clearly linked to each other 

 

5.7 Donor funds are kept for the activities they are meant 
for and never ‘borrowed’ for other activities 

 

5.8 Fundraising process is integrated with financial 
administrative systems, monitored and adjusted 
on an ongoing basis 

 

 Total score for grant management and fundraising 
plan 

 

Section 6: Staffing and Board Effectiveness 

Introduction 

Good financial management is dependent on staff with the right 
skills, support and attitude to carry out their responsibilities. All staff 
have a role to play in financial management. The accounting staff are 
part of a wider team including the Executive Director, Programme 
Managers and the Board. Integrating good financial management into 
programmes involves budget holders and finance staff working hand and 
hand through all the stages of the financial cycle (plan-do-review). 
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Ref Statement of best practice Score 
6.1 The Board includes someone with the skills needed 

to oversee all financial activities  
 

6.2 The finance staff have the skills (and qualifications) 
needed to carry out all financial activities 

 

6.3 Managers and programme staff have the financial 
skills they need to manage budgets and implement 
controls 

 

6.4 Finance staff and budget holders work together well 
in payments processing and budget monitoring 

 

6.5 Different roles within the finance function are clearly 
defined, known and followed 

 

6.6  Senior staff lead by example in following control 
procedures 

 

6.7 Finance staff are recruited freely and fairly 
on the basis of merit only 

 

6.8 All staff receive the training and support they need to 
carry out their financial management responsibilities 

 

6.9 Board members govern actively and effectively 
to guide the future of the organization.  
Sub-committees are formed to address specific issues 
such as investments, financial sustainability, 
fundraising, etc. 

 

 Total score for staffing and Board effectiveness  
Score Summary 

Section                Score 

1. Planning and Budgeting           [      ] 
2. Basic Accounting Systems          [      ] 
3. Financial Reporting            [      ] 
4. Internal Controls             [      ] 
5. Grant Management  and Fundraising Plan       [      ] 
6. Staffing and Board Effectiveness        [      ] 
 

Total Score:      
 Source: Adapted from MANGO, 2004. 
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Church Related Organizations (CROs) contribute largely to social and economic 
development. But many of them in developing countries are today facing a financial 
crisis due to many years of dependency on foreign donations for their diaconal 
work and as donor support declines. This empirical doctoral thesis in Business 
Management analyses key determinants for financial sustainability of CROs in Kenya. 
Key factors for financial sustainability are asset management, donor diversification, 
own income generation and the donor relations. The book is relevant for Board and 
management of CROs and other civil society organisations CSOs, for finance officers, 
for donors as well for students in business management.
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