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 Budgeting plays an important role on increasing efficiency of organizations. It helps determine 
targets and possible future chaos a head of time. A good budgeting plan can create motivation 
among workers and managers. There are different budgeting plans such as traditional and 
operational. In this paper, we analyze the effects of executing budgeting plan on governmental 
organizations. The proposed study of this paper designs a questionnaire consists of various 
questions and selects 94 people out of 125 financial managers who work for various 
governmental organizations in province of Zanjan, Iran. The results indicate that the operational 
budgeting could help provide better performance measurement of governmental organizations, 
it helps us provide a more precise cost of products and services, and it helps government 
allocate the necessary budget proportion to performance measurement. The results of our 
survey also indicate that operational budgeting redirect costs towards our objectives and make 
the overall budgeting crystal clear.   
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1. Introduction 
 

Building a governmental budget is the act of combining government's income and expenses to decide 
the amount of budget to spend on every necessary activity. Building an appropriate budget helps 
determine government's financial health and stability. There are various methods of designing a 
budget and governmental budgeting is one of the most important ones. Operational budgeting is a 
method for developing financial plans for the organization, typically for a year. While annual budgets 
do not require to be subdivided into shorter periods, monthly or quarterly budgets are normally 
essential for anticipating cash needs and for comparing actual experience with plan. A comprehensive 
master budget needs planning for all phases of the operations such as sales, marketing, 
manufacturing, engineering and general administration. In the United States, all businesses along with 
state and local governments use two systems of budgeting, which are the operating budget and capital 
budget.  
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The operating budget is implemented to monitor of maintenance operations, salaries, and interest 
payments. Operating budget has many advantages such as measuring the performance of an 
organization, promoting the people who reach the organization's goals and predicting redlines and 
possible shortage on cash flow in future. A good operational budgeting could create crystal clear and 
in some cases we may make the whole information of the budget publicly available (Foltin, 1999; 
Andrews & Hill, 2003; Pérez et al., 2005; Weygandt, 2009; Atkinson et al., 2011). There are many 
studies associated with the impact of operational budgeting. Joiner and Drake (1983) explained that 
governmental planning and budgeting could follow different objectives and presented a goal 
programming model for a state level public health care agency.  

Pendlebury and Jones (1985) explained that for many years the academic governmental-budgeting 
literature used to concentrate almost on the politics and economics of the budgetary process at the 
cost of the mechanical foundations. They argue that we do not see any discussion of the accounting 
perspective. They offered such a discussion by explaining local government budgeting as “ex ante 
financial accounting” and offered some necessary implications of this re-interpretation. Henry and 
Attavitkamtorn (1999) presented the current state of governmental accounting and auditing in 
Thailand and provided some recommendations for improving the reporting and auditing of financial 
information to facilitate government decision making with the existing economic crisis.  

Fisher (1999) explained the political issues affecting congressional budgeting. He explained that the 
American public is normally looking for contradictory budgetary actions from its representatives in 
Congress. Congress is a responsive body on budgetary matters, as can be seen by the strong 
correlations between demographics and congressional budget votes. He concluded that the 
contradictory desires of the American public must be modified; otherwise, congressional budgeting is 
destined to be viewed as flawed and inadequate. Verbeeten (2011) discussed public sector cost 
management practices in The Netherlands and reported that the design and use of cost management 
systems varies across branches. Besides, their results suggested that information from cost 
management systems is used to legitimate the organization's activities to external stakeholders rather 
than to manage public sector organizations. Mace & Brumby (2005) performed a comprehensive 
review on the impact of operational budgeting on performance measurement in governmental levels 
and concluded that there are many evidences to believe that we could improve governmental 
efficiency through a precise budgeting program. 

The proposed study of this paper measures the impact of operational accounting on one of the 
provinces of Iran called Zanjan. The orientation of this paper first presents details of the sampling and 
the questions of the research in section 2. Section 3 explains the results of our survey and finally 
concluding remarks are given in section 4 to summarize the contribution of this paper.  

2. Proposed research study 

The primary objective of this proposed study is to know whether operational budgeting could 
contribute to increase governmental performance measurement or not. To answer this question we 
have setup five main questions as follows, 

1. Does operational budgeting provide better performance measurement for governmental 
organizations? 

2. Does operational budgeting provide a more precise cost of products and services? 

3. Does operational budgeting help government allocate the necessary budget proportion to 
performance measurement? 

4. Does operational budgeting redirect costs towards our objectives? 

5. Does operational budgeting provide budgeting transparency?  
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The proposed study of this research study uses a questionnaire and distributes among all 125 financial 
managers who work for different governmental agencies located in Zanjan/Iran. The sample size is 
calculated using the following, 

2

2 2 ,
( 1)

Nz pqn
N d z pq

≥
− +

 (1)

Where n is the sample size, N is the size of population, d is an error term which is considered as 0.05 
in this study, 1.96z = and 0.5.p q= =  Therefore, we need 94 experts to participate in our survey 
from various governmental organizations. The questions are designed based on Likert scales in four 
choices from completely disagree to completely agree. Out of 94 people who participated in our 
survey, 69 people representing 73.4% were male and 25 people representing 26.6% were female. In 
terms of educational background, they were highly educated since 74.5% of the participants 
maintained a minimum bachelor or master degrees, 19.1% held 2 years of university education and 
the remaining 6.4% had finished high school.  The people who participated in our survey had 
different positions with 47.9% were financial expert, 39.1% budgeting expert, 6.4% financial 
manager and 13.8% had other expertise. They participants were mostly experienced people and 
89.4% of them had at least 5 years of job experience.  

3. The results 

In this section, we explain details of our survey results based on the information we gathered. As we 
explained, the questions were designed based on four Likert scales from completely disagree to 
completely agree. Therefore we divide them into two groups where the replies of completely disagree 
and disagree are considered in one group and the responses of agree and completely agree were 
considered in other group. Therefore, we can use binomial test to verify the responses for each 
questions as follows, 

,X npz
npq
N

−
=  (2)

where n, p, q, X, N and z are sample size, the chance of success, the chance of failure, the number of 
success, population size and normal statistical indicator, respectively. We consider 0.5p q= = for all 
five questions. Table 1 summarizes the result of our survey for the first question. 

Table 1 
The details of the first hypothesis 0 : 0.50H p ≤   against    1 : 0.50H p >  
Groups Numbers p Ratio Significance level Result 
For  92 0.96  

0.50 
 
0.000 

 
Confirmed Against 2 0.04 

 

As we can observe from the results of Table 1, the first hypothesis is strongly confirmed, which 
means operational budgeting provides better performance measurement for governmental 
organizations. Similarly, Table 2 provides details of our survey for the second question. 

Table 2 
The details of the second hypothesis 0 : 0.50H p ≤   against    1 : 0.50H p >  
Groups Numbers p Ratio Significance level Result 
For  87 0.93  

0.50 
 

0.000 
 

Confirmed Against 7 0.07 
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According to the results of Table 2, the second hypothesis is strongly confirmed or operational 
budgeting provides a more precise cost of products and services. Table 3 shows details of our survey 
for the third hypothesis. 

Table 3 
The details of the third hypothesis 0 : 0.50H p ≤   against    1 : 0.50H p >  
Groups Numbers p Ratio Significance level Result 
For  87 0.93  

0.50 
 
0.000 

 
Confirmed Against 7 0.07 

 

Based on the results we get from Table 3, it is clear that operational budgeting helps government 
allocate the necessary budget proportion to performance measurement. Next, we report the results of 
our survey for fourth question of our survey in Table 4. 

Table 4 
The details of the fourth hypothesis 0 : 0.50H p ≤   against    1 : 0.50H p >  
Groups Numbers p Ratio Significance level Result 
For  88 0.94  

0.50 
 
0.000 

 
Confirmed Against 6 0.06 

 

It is clear that almost all people were interested in our fourth hypothesis, which means operational 
budgeting can simply redirect costs towards our objectives. Finally, Table 5 is associated with our last 
hypothesis. 

Table 5 
The details of the fourth hypothesis 0 : 0.50H p ≤   against    1 : 0.50H p >  
Groups Numbers p Ratio Significance level Result 
For  86 0.91  

0.50 
 
0.000 

 
Confirmed Against 8 0.09 

 

The results of Table 5 also explain that operational budgeting provides clear bills and we can move 
towards having crystal clear reports.  

We have also performed Freedman test (Kendall, 1970) for difference questions of our survey. Table 
6 shows the Freedman rankings of different operational budgeting items influencing financial control. 

Table 6 
The results of Freedman ranking for operational budgeting issues 
Item Average ranking p-value 
Operational budgeting could build link between budgetary decisions and 
governmental performance, which could improve government's position in response 
to people   

3.29  
 
 
 

0.000 
We can increase the quality of services through encouraging managers to use 
operational budgeting.  

3.29 

Operational budgeting is a suitable tool to increase performance of governmental 
agencies 

3.11 

Operational budgeting is a suitable tool to control financial tasks 2.71 
Operational budgeting is a suitable tool to improve all tasks 2.44  
 

As we can see from the results of Table 6, operational budgeting plays an important role on 
increasing people's satisfaction on government's responsibilities. The second question was associated 
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with the relationship between facilitating cost calculation of services and operational budgeting and 
Table 7 summarizes the results of our survey for this question. 

 Table 7 
The results of Freedman ranking for the relationship between operational budgeting and cost of services 
Item Average ranking p-value 
All managers must follow unique operations to reach comprehensive cost calculation 
operations.    

2.87  
 

0.000 All budgets must be allocated based on the objectives of the budget. 2.53 
Operational budgeting will increase management's abilities to make better decisions. 2.33 
Operational budgeting increases managers' responsibilities to reach their goals. 2.27 
 

It is clear that a unique operational budgeting could help us calculate the cost of services and this item 
receives the highest ranking in our survey. 

Table 8 
The results of Freedman ranking for allocating budget based on the performance 
Item Average ranking p-value 
In operational budgeting, different divisions receive funding based on their 
performances.     

3.23  
 
 

0.000 
In operational budgeting, annual and multi-year performance measurement plays an 
important role on making strategic decisions.  

3.07 

Performance measurement attributes are important factors in operational budgeting. 3.02 
The performance of an organization is measured based on pre-specified attributes. 2.27 
Operating budgeting determines performance measurement.  2.73  
 

We can observe from the results of Table 8 that operating budgeting plays an important role for 
measuring the performance of governmental organizations. Table 9 shows the results of our survey on  

Table 9 
The Freedman results for the relationship between the ranking operational budgeting and cost allocation 
proportion to objectives 
Item Average ranking p-value 
In operational budgeting, management is more responsive to budget.      2.68  

 
0.000 

Operational budgeting creates more decisions that are effective.  2.52 
Based on operational budgeting, all budgets are allocated based on the objectives. 2.46 
The performance of an organization is measured based on pre-specified attributes. 2.27 
Operating budgeting helps concentrates on more challenging decisions.   2.35  
 

Once more, we observe from the results of Table 9 that when we use operational budgeting, 
management is more responsive to performance measurement. Finally, Table 10 summarizes the 
results of our survey on budget transparency based when operational budgeting is applied.  

Table 10 
The Freedman results for the relationship between the ranking operational budgeting and budget 
transparency 
Item Average ranking p-value 
Operating budgeting has structural framework, which can be implemented, properly.     3.09  

 
 

0.000 

Operational budgeting forces organizations to be more responsible on reaching 
organizations' objectives. 

3.08 

Based on operational budgeting, budget allocation does not depend on people's will 
and it is based on the precise objectives.  

3.02 

Operating budgeting will improve managements' responses. 2.81 
Operating budgeting improves budgeting transparency.    2.01  
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In summary, we can conclude that the operating budgeting helps governmental organizations reach 
high quality services through specifying details of budgeting process. It provides better performance 
measurement for governmental organizations; it helps us reach a more precise cost for products and 
services; operational budgeting allocates the necessary budget proportion to performance 
measurement; it redirects costs towards our objectives and it will lead us to reach transparent budget.  

4. Conclusion 

In this paper, we have presented an empirical study to measure the effects of operational budgeting on 
the performance of government agencies. The proposed study of this paper designed a questionnaire 
based on various questions in Likert based and distributed among 94 out of 125 people who were 
responsible in different fields of management. There were five main questions in our survey for 
measuring the effect of operational budgeting on the performance of governmental agencies. The 
results indicated that all our hypothesis were confirmed, which means operational budgeting helps 
governmental organizations reach high quality services through specifying details of budgeting 
process. It provides better performance measurement for governmental organizations; it helps us 
reach a more precise cost for products and services; operational budgeting allocates the necessary 
budget proportion to performance measurement; it redirects costs towards our objectives and it will 
lead us to reach transparent budget. 
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