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Abstract
Festivals are an important part of popular culture and have increased in popular-
ity in recent decades. However, they remain relatively unexplored in the accounting 
literature, and understanding of the use of management control tools in this context 
is low. This study aims to investigate the use of budgets in festivals. Informed by 
upper echelons theory, it investigates how individual and observable characteristics 
of festival managers are associated with variations in the use of budgets. The study 
is based on a survey of 61 festival managers from 40 festivals. The findings sug-
gest that festival budgets are particularly important in the planning and coordina-
tion process but used less frequently for ex post evaluations. The findings also indi-
cate a positive association between a business educational background and the use 
of budgets for most purposes, with the exceptions of performance evaluation and 
reward. This paper contributes to the literature on accounting in popular culture in 
general and in festivals specifically. Through its application of upper echelons the-
ory, it also contributes to the management accounting and control literature, show-
ing how individual characteristics of managers influence the use of budgets.
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1 Introduction

In recent decades, there has been an increasing number of festivals (Aagedal et al. 
2009; Anderton 2008), and these are an important part of popular culture (Jea-
cle 2012, 2017). Festivals can be understood as periodically recurrent, social and 
open occasions that last for several days and contain a series of coordinated events 
with a theme that is culturally significant for the local community (Falassi 1987; 
Getz et al. 2010; Tjora 2016). The growth in the number of festivals means that 
the festival sector has increased in economic and cultural significance (Aagedal 
et al. 2009; Tjora 2013; Toraldo and Islam 2019). In many cases, in rural towns 
in particular, festivals may be necessary to make places economically viable and 
culturally alive (Tjora 2016). The growth in festivals also means that there is 
greater competition to attract a large enough audience to secure the necessary 
revenues. This is just one of the many uncertainties that may create economic 
problems for festivals, including the weather, the constantly changing cultural 
landscape, shifting trends and the uncertainty of resource access from both public 
and private actors. Hence, numerous factors are involved in any explanation of 
the economic conditions of festivals.

Research studies and the media have often described festivals as organizations 
with problems of economic control (Bergamin Barbato and Mio 2007; Carlsen 
et al. 2010; Frey 2000), and bankruptcies and mismanaged festivals attract con-
siderable attention (Adressa 2016; Anderton 2008; Dagbladet 2016). For exam-
ple, Anderton (2008) found that, of 160 new festival events established in 2003, 
almost a quarter were closed down in 2007. Common reasons for closing down 
were poor ticket sales, difficulties in obtaining licenses, withdrawal of sponsor-
ship support, increased competition and unfortunate weather conditions.

Festival research is not an established field (Jeacle 2012; Tjora 2016), and 
studies on the role of management control systems in managing festivals are 
scarce (Getz 2010). The present study addresses this knowledge gap by investi-
gating how Norwegian festivals use budgets as a key element of their formalized 
control systems (Carlsson-Wall et al. 2017; Knardal and Pettersen 2015). Moreo-
ver, this study takes the stance that the use of control systems is not imposed on 
organizations, but is something that top managers can decide to change and use 
in different ways (Malmi and Brown 2008). A number of studies have shown that 
these choices are affected by firm-specific characteristics and contingencies, such 
as the size of the organization, environmental uncertainty, industry characteristics 
and firm strategy (see, e.g., Chenhall 2003).

However, firm-specific variables are not the only factors that influence how 
control systems are used, and there have been calls to increase knowledge of 
the influence of individual factors (Covaleski et al. 2006). A stream of research 
based on upper echelons theory clearly indicates that the individual managerial 
characteristics of the management group have the power to explain variations in 
organizations’ use of control systems (Hiebl 2014). The upper echelons theory 
hence recognizes the influence of managers’ backgrounds on management control 
choices (Naranjo-Gil and Hartmann 2007), and this paper questions the extent 
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to which variations in the use of budgets in festivals can be attributed not only 
to festival-specific characteristics but also to individual characteristics of festival 
managers, such as educational background, work experience and age. Introduc-
ing a managerial characteristics perspective appears especially relevant in respect 
to artistic organizations, as we know that festival organizations have managers 
with both business educational and other educational backgrounds, as well as 
work experience in both the private and public sectors and within and outside 
the artistic industry. However, our knowledge of the impact of managers’ educa-
tional background and work experience on the use of control systems is limited. 
Accordingly, this study investigates the use of budgets in the festival field and 
whether and how individual observable background characteristics of managers 
are associated with diverse purposes of budget use.

This study makes two main contributions. First, by studying festivals, we address 
calls for research within popular culture. Jeacle (2009) noted that the subject of 
popular culture remained underexplored by accounting researchers. Although it has 
gone on to attract more interest since then (Carlsson-Wall et al. 2016; Jeacle 2014, 
2017; Jeacle and Carter 2012; Knardal and Pettersen 2015; Lapsley and Rekers 
2017), empirical evidence about the use of accounting tools such as budgets in fes-
tivals is scarce. This paper extends the findings of Hansen and Van der Stede (2004) 
on how budgets are used for different purposes by investigating empirically the use 
of budgets in festival organizations.

Second, the paper contributes to the budgeting literature by applying upper ech-
elons theory (Hambrick and Mason 1984; Hiebl 2014; Naranjo-Gil and Hartmann 
2007). This theory is less frequently used than others to address questions of budg-
etary control. However, the upper echelons perspective provides the opportunity to 
develop hypotheses on the association between individual managerial characteris-
tics and the use of budgets. This study therefore draws on upper echelons theory to 
investigate the impact of managerial characteristics (educational background, work 
experience and age), on top of festival-specific characteristics, on the use of budgets 
for different purposes. This addresses the call for studies on how and why budgets 
are practiced (Covaleski et al. 2006), and it will offer a more holistic understanding 
of how a variety of managers’ characteristics affect budget use.

The paper is organized as follows. First, we develop the theory and hypotheses 
in Sect. 2, before setting out our research method in Sect. 3. Section 4 presents the 
results from the survey study and data analysis. Section 5 discusses the implications 
of the findings and makes suggestions for further research.

2  Literature review and hypothesis development

2.1  The use of budgets in festival organizations

Budgets have traditionally been taken for granted as a central part of management 
control systems (Cools et  al. 2017; Hansen and Van der Stede 2004; Hope and 
Fraser 2003; Libby and Lindsay 2010). Although numerous control tools have been 
suggested to replace or minimize the emphasis on budgets, in most firms budgets 
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remain an integral part of the management control system (Cools et al. 2017; Davila 
and Foster 2007; King et al. 2010; Zor et al. 2019). For example, Ekholm and Wallin 
(2000) reported that 94% of their respondents use budgets, and Libby and Lindsay 
(2010) found that 79% of their respondents use budgets for control.1 Research also 
shows that the usefulness of budgets is perceived to be high. In Libby and Lindsay’s 
(2010) study, 88% of the respondents agreed that budgets had the potential to be 
extremely useful if they were used properly, and 57% reported that budgets provided 
“good” to “excellent” value. These findings support the conclusions of Ekholm and 
Wallin (2000), who claimed that the majority of organizations use budgets and find 
them useful; although many alternatives to budgets have been proposed in recent 
decades, most companies plan to keep using them (Ekholm and Wallin 2000; Libby 
and Lindsay 2010).

This widespread use of budgets may be due to a variety of reasons. Budgets are a 
very old management control tool, and Hansen et al. (2003) noted that they are used 
and retained because over time they have become deeply ingrained in organizations. 
Otley (1999, p. 370) argued that “the virtue of the budgetary control process is that it 
provides an encompassing framework by means of which all aspects of an organiza-
tion’s activity are encapsulated into a single set of financial statements against which 
actual outcomes can be monitored.” Covaleski et al. (2006) claimed that budgets are 
unique in covering most aspects of management accounting, including cost account-
ing, responsibility accounting, performance measurement and compensation.

A budget often plays multiple roles in an organization, and there have been sev-
eral attempts to generate an understanding of the multiple purposes of budgeting. 
Drawing on findings in the clothing and textile industry, Chapman (1998) discussed 
two main roles of the budget. The first role was as a tool for pre-planning and pro-
viding accountants with the opportunity to monitor activity against pre-determined 
courses of action. The second role was to support managers’ discussions on future 
actions and planning for unfolding events (in other words, managing the business 
forward). Noting that this latter role is very different from the more distant and ret-
rospective role of monitoring preset actions, Chapman suggested a need for a much 
more involved culture. Drawing on practitioners’ understandings of different budget 
purposes Hansen and Van der Stede (2004), extended the list to include operational 
planning, performance evaluation, communication of goals and strategy formation 
as primary purposes of budgeting, adding allocation of resources and authorization 
of spending as supplementary purposes.

Budgets have, over the years, been subject to substantial criticism, one of which 
is that they are too time-consuming. There have been claims that budgeting takes up 
between 20 and 40% of a manager’s time (Hope and Fraser 2003; Neely et al. 2003) 
and, therefore, that the usefulness of the budget cannot exceed the costs related to 
it. The budget has also been criticized for lacking flexibility and for not being able 
to react to changes quickly enough to remain relevant in a changing environment. 
This criticism has often been related to the adverse effects of infrequent updates, 

1 Budget control is defined as “the use of budgets for managerial motivation and as a standard for perfor-
mance evaluation purposes” (Libby and Lindsay 2010, p. 59).
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as traditional budgeting processes are based on annual updates (Ekholm and Wal-
lin 2000; Hope and Fraser 2003; Wallander 1999). Libby and Lindsay (2010) partly 
support this criticism, as their findings indicate that budgets are only somewhat 
effective under conditions of change.

Accounting studies that address issues in the realm of popular culture are scarce 
(Jeacle 2017), and there are few studies of budgeting in festivals. However, in recent 
years there has been some interest in the use of budgets in popular culture and 
other creative settings (Bergamin Barbato and Mio 2007; Cools et  al. 2017; Jea-
cle and Carter 2012; Knardal and Pettersen 2015; Maier 2016). Bergamin Barbato 
and Mio (2007) provided valuable insight by describing the development of the 
control system of the Venice Biennale as the festival moved from being structurally 
and functionally bound to the Municipality of Venice to becoming a self-governing 
body. The Biennale became more complex over the years in terms of the number 
of events, including more multidisciplinary events and events co-produced with 
other cultural institutions. Moreover, despite a decrease in resources, the Biennale 
was still expected to offer the same number of events and to reach the same artistic 
standards. This development required new information on financial accounting, but 
also an increased focus on management control. Thus, the Biennale introduced cost 
centers, with the aim of drawing up budgets for events, not just at an overhead level. 
This was a complex process, but it gave the organization the opportunity to analyze 
costs at the event level and to pass responsibility for the management and costs of 
particular events and activities to individual managers.

In a case study of a large Norwegian festival, Knardal and Pettersen (2015) 
found that the budget was an integrated and much used control tool. The budget 
was designed and used so that it fitted the specific characteristics of the festival. For 
example, it was divided into an operating budget and a festival budget, with the fes-
tival budget being used particularly in accordance with the long planning period and 
pulsating nature of the festival (Carlsson-Wall et al. 2017). The budget was therefore 
perceived as creating stability in changing conditions and as a tool for mediating 
between creativity and control in the planning of the festival. Thus, although budg-
ets have been criticized for being time-consuming and static, studies of popular cul-
ture suggest that budgets are used in that field as a control tool. The present study 
therefore expects to find that festivals use budgets, albeit more as a tool for planning 
than for ex post use such as for performance evaluation and reward setting (Hansen 
and Van der Stede 2004).

2.2  Managerial characteristics and budget use by festival organizations

According to upper echelons theory, managerial characteristics can explain or pre-
dict strategic choices. The pioneers of this theory, Hambrick and Mason (1984), 
explicitly mentioned the thoroughness of formal planning systems, budgeting and 
other forms of strategic choices. This has been followed up by research in manage-
ment accounting and control that investigates the role of managerial characteristics 
in the adoption and use of control systems (Hiebl 2014).
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Management accounting studies informed by upper echelons theory are normally 
based on two important assumptions. First, it is assumed that a manager’s values 
and cognitive base are influenced by managerial characteristics. Values and cogni-
tive base are difficult to observe, and in most studies they are something of a black 
box. In upper echelons theory, they are replaced or represented by observable char-
acteristics such as age, work experience and educational background. However, the 
effect of educational background is indirect. Business administrative education may 
change the way managers select issues (e.g., “should we change our budget sys-
tem?”), analyze alternatives and implement changes.

The second assumption is that managers influence strategic choices (for exam-
ple, the design of control systems). To some extent, managers may influence the 
adoption of a set of control systems. Whether or not to change a control system is, 
however, not a day-to-day matter, and not all managers will take part in the deci-
sion. Hambrick (2007) acknowledges this and introduces managerial discretion as a 
moderating effect; that is, if managerial discretion is high, managerial characteristics 
may be more important predictors of control system changes than if managerial dis-
cretion is low.

Rather than emphasizing the adoption of innovations or changes in the control 
system, we might look at the way in which managerial characteristics are associ-
ated with how management accounting and control systems are used. Budgets can 
be taken as an example. Instead of studying the design of the budgeting system (e.g., 
budgeting details), we examine differences in how managers use budgets (i.e., the 
way in which the information provided is made use of; Otley 1978). As mentioned 
above, Hansen and Van der Stede (2004) noted that many studies focus on the use 
of budget for performance evaluation, and that there has been less focus on other 
budget uses. Against this background, studies by Hansen and Van der Stede (2004) 
and others (see, e.g., Ekholm and Wallin 2011) have investigated several other uses 
of budgets, such as planning, coordination, resource allocation, target setting, vari-
ance analysis and reward setting.

The upper echelons perspective assumes that a manager’s cognitive base and val-
ues are informed by situational contingencies and managerial characteristics. Situ-
ational contingencies are factors such as the size and profitability of the firm; by 
forming both the cognitive base and managers’ values, these may have a direct effect 
on how budgets or other parts of the control system are used. The cognitive base 
and values are also informed by managerial characteristics such as educational back-
ground, tenure and age. This paper draws on upper echelons theory to investigate 
whether and how individual characteristics influence the use of budgets for different 
purposes in festivals. The use of budgets can also be seen as an intermediate vari-
able between the cognitive base/values and strategic choices, rather than as a strate-
gic choice per se. This involves shifting the focus from the design of the budget as a 
control system to how the budget is used. Strategic choices can, for example, be top 
management turnover based on performance evaluations, investments, or outsourc-
ing decisions to meet cost budget targets.

The above discussion hence supports the suggestion that there are differ-
ences between individual managers in how they encounter administrative situa-
tions, including the use of budgets, and that these differences are functions of 
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managers’ experiences, values and personalities (Hambrick 2007; Hambrick and 
Mason 1984; Naranjo-Gil and Hartmann 2007). Because personal factors such as 
experiences, values and personalities are difficult to observe, to develop predic-
tions of the use of budgets in a festival setting this paper follows upper echelons 
theory in placing the emphasis on observable managerial characteristics (Ham-
brick 2007). The observable characteristics applied in this paper are educational 
background, work experience and age (Hambrick 2007; Hiebl 2014), and four 
hypotheses are developed to test the association between these characteristics and 
the use of budgets.

One of the observable characteristics that has been central in the upper echelons 
perspective is educational background (Burkert and Lueg 2013; Hambrick and Mason 
1984; Hiebl 2014; Naranjo-Gil and Hartmann 2007; Naranjo-Gil et al. 2009). A per-
son’s educational background indicates a certain base of knowledge and skills, and the 
cognitive base is hence influenced by the skills the person has obtained (Hambrick 
and Mason 1984). However, in addition to the instrumental factors of knowledge and 
skills, education can also act as an indicator of a person’s values and cognitive prefer-
ences, as the choice of educational path is made at an early age and with incomplete 
information about what an educational choice implies (Hambrick and Mason 1984).

Burkert and Lueg (2013) claimed that the theory confirming the relationship 
between education and management practices builds on the two pillars of men-
tal models and cognitive preferences. Mental models change over a person’s life-
time and are adapted and shaped by learning. Business education shapes mental 
models to comply to with the theoretical foundations and language of business. 
Accordingly, the way in which managers interpret and express their environ-
ment is shaped by their mental models, which are linked directly to cognition 
and to the individual’s structuration of observations and information. The pil-
lar of cognitive preferences refers to the inherent and more constitutive qualities 
of individuals (Burkert and Lueg 2013). Hambrick and Mason (1984) claimed 
that individuals with personality traits that generate a preference for organizing 
and rationalization will self-select for studies in business. Naranjo-Gil and Hart-
mann (2007) found that CEOs with a primarily administrative (business-related) 
background were positively associated with higher use of financial information, 
whereas CEOs with a non-business-related background were associated with 
higher use of non-financial information. In this context, it is to be expected that 
festival managers with a business administrative educational background will be 
more positively associated with the use of budgets than festival managers without 
a business administrative education. The first hypothesis is therefore as follows:

H1 There is a positive association between business educational background and the 
use of budgets for different purposes.

There is evidence that decision making is based not only on previous training and 
education but also on the patterns of knowledge gained in work experience (Car-
penter et  al. 2004). Hambrick and Mason (1984) emphasized tenure as an observ-
able characteristic. Work experience is related to tenure, but as tenure is assessed 
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by applying quantitative terms, work experience also includes qualitative aspects. A 
more complex picture can be obtained by acknowledging that both past and current 
experiences continuously develop and shape knowledge, skills, attitudes, ambitions, 
beliefs and behaviors (Tesluk and Jacobs 1998). Defining work experience in terms of 
parameters of observable background, Naranjo-Gil and Hartmann (2007) found dif-
ferences in the use of management information systems between hospital managers 
with a clinical background and those with an administrative background. More spe-
cifically, they found that managers with a clinical background were positively asso-
ciated with the use of non-financial information and negatively associated with the 
use of financial information. In contrast, managers with an administrative background 
were positively associated with the use of financial information and had no associa-
tion with the use of non-financial information. An explanation for these findings is 
that clinicians with a dominant medical background are closer to the core activities of 
the hospital, and thus more concerned with making decisions that meet the needs of 
individual patients and promote the quality of care (Schultz et al. 2004).

Two hypotheses regarding festival managers’ work experience are tested in this 
study, the first concerning private versus public sector work experience and the sec-
ond concerning an artistic versus a non-artistic background. The first hypothesis is 
developed with the expectation that festival managers with work experience in the 
private sector are more associated with the use of budgets than festival managers with 
work experience in the public sector. More than managers from the private sector, 
public sector managers face great complexity in the form of conflicting demands from 
a variety of stakeholders (Metcalfe 1993), and they must in some cases deprioritize 
the budget in order to meet other demands. Boyne (2002) has also shown that pub-
lic sector managers are less materialistic than their counterparts in the private sector 
and are accordingly more concerned with contributing to society than with financial 
achievements. These considerations lead to the first hypothesis on work experience:

H2a There is a positive association between work experience in the private sector 
and the use of budgets for different purposes.

The second hypothesis on work experience mirrors the reasoning of Naranjo-
Gil and Hartmann (2007) that hospital managers with a clinical background are 
more in tune with the core activities of the organization. In line with their find-
ings, we expect managers with work experience from the artistic industry to be 
more concerned with making decisions that benefit and prioritize the artistic 
expression of the festival more than its budgetary goals. These considerations 
give rise to the second hypothesis on work experience:

H2b There is a negative association between work experience in the artistic industry 
and the use of budgets for different purposes.

The final hypothesis is developed with reference to the observable characteristic of 
age. Age as a characteristic has received sustained attention in studies based on upper 
echelons theory (Hambrick and Mason 1984; Hiebl 2014; Naranjo-Gil et  al. 2009). 
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Naranjo-Gil et al. (2009) found a positive association between age and the use of inno-
vative management accounting systems; younger CFOs made more extensive use of 
such systems. This is explained by the general observation that age and innovativeness 
are often negatively related, as flexibility decreases with age and rigidity and resist-
ance to change increase. Naranjo-Gil et al. (2009) also pointed out that older managers 
have been subject to a more traditional accounting education and have been involved 
in more traditional application of management accounting tools. As the budget is one 
of the most traditional management accounting tools, to the extent that it is taken for 
granted in most organizations (Hansen and Van der Stede 2004; Libby and Lindsay 
2010), it can be argued that older festival managers can be expected to make more 
comprehensive use of a traditional management accounting tool such as the budget. 
The last hypothesis to be tested is therefore as follows:

H3 There is a positive association between age and the use of budgets for different 
purposes.

Figure 1 summarizes the research model:

3  Research method

3.1  Sample

The festivals in the dataset were identified from several online sources, in par-
ticular, membership lists from the two largest interest organizations for festivals 
(Norway Festivals and Norwegian Live Music Association). An initial search 
identified 53 festivals with more than MNOK 5 (approx. EUR 461 000)2 in total 

Business educational background

Work experience in the private 

sector 

Work experience in the artistic 

industry

Age

Use of budgets for different 

purposes

H1 (+)

H2a (+)

H2b (−)

H3 (+)

Fig. 1  Research model

2 Using the European Central Bank exchange rate for 28 May 2020: https ://www.ecb.europ a.eu/stats /
polic y_and_excha nge_rates /euro_refer ence_excha nge_rates /html/eurof xref-graph -nok.en.html.

https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-nok.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-nok.en.html
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revenues. These were all festivals that took place within a pre-defined period and 
had major similarities in how they were organized. E-mails were sent with a short 
explanation of the study and a question asking them to confirm if they were inter-
ested in participating. Festivals that did not respond to the e-mail or the reminder 
e-mail were contacted by telephone. Most of the festivals in the study are music 
festivals. However, other types of festivals, such as film and food festivals, are 
also included in the data set. We checked for differences between music festivals 
and the other types of festivals, but found no differences.

The target respondents for the study were senior festival managers. Each festival 
manager’s rank in the organization was identified via the festival’s web page. The 
highest ranking managers were chosen, since in most festivals they are likely to have 
the most knowledge and can influence both the design and use of the management 
control system. As the number of relevant festivals was low, we tried to increase the 
number of respondents, and hence the statistical power of the study, by identifying 
two respondents in each festival. However, in some cases this was not possible, as 
the festival administrations are small and do not include several employees with rel-
evant knowledge about the use of the budget. The identification of employees with 
relevant knowledge and the exclusion of other employees was carried out using the 
job titles of the employees in each festival. Employees with titles such as Artistic 
Director or Producer were considered to have limited knowledge about the use of the 
budget and were therefore excluded as respondents.

Four festivals that withdrew from the study and one that went bankrupt were 
removed from the dataset. The total target population was thus 74 respondents from 
48 festivals. In all the festivals with two respondents, there was a variation in mana-
gerial characteristics within the festival. This presented a methodological challenge, 
as the use of two respondents from one festival may increase variation in manage-
rial characteristics but may not increase variation in the use of budgets. This may 
lead to type II error, whereby the effect of differences in managerial characteristics 
is underestimated. To control for this problem, a dataset with only one respondent 
(the first to answer) from each festival was applied. Although similar results (the 
same significant variables) were obtained, we still cannot exclude the possibility of 
type II error in our analysis. The method of selecting the sample hence provided 
a non-probability sample (or convenience sample) (Van der Stede et  al. 2005). A 
non-probability sample is less desirable than a probability sample, and conclusions 
from the sample can only be viewed as indicative. However, in the current case, a 
non-probability sample was the only option; the population was very small and, in 
addition to obtaining a high response rate, our focus was on increasing the strength 
of the findings by targeting the most appropriate respondents.

Data were collected through an online questionnaire (see Appendix 1) during 
spring and autumn 2015, and to increase the construct validity the survey was pre-
tested on a person from one of the large festivals and on academic colleagues (Van 
der Stede et  al. 2005). A total of 61 respondents from 40 festivals completed the 
survey, a response rate of 82% (at the individual level). Diamond (2000, p. 239) sug-
gested that a response rate between 75 and 90% normally yields reliable results, and 
the current study is within these limits. Only 18% of the targeted population did not 
reply, which reduced the problem of non-response bias. Moreover, a simple test of 
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differences between the first 10 and the last 10 respondents did not indicate a non-
response bias. Question 4 in the survey was a yes/no question as to whether the fes-
tival uses budgets, and the questionnaire was programmed to stop respondents who 
answered ‘no’ to this question from answering the remaining questions. However, 
all the respondents answered ‘yes’ to this question.

Financial data was collected from the Brønnøysund Register Centre, a govern-
ment body responsible for publicly registering financial reports from all Norwegian 
enterprises, and builds on reports from 2012 to 2014.

3.2  Variable measurement

3.2.1  Use of budgets

The use of budgets for different purposes was measured using seven items on a Lik-
ert scale, ranging from 1 (not at all) to 5 (to a very large extent). The seven items 
were based on the following dimensions of budget use (Ekholm and Wallin 2000; 
Hansen and Van der Stede 2004): planning, coordination, resource allocation, target 
setting, variance analysis, performance evaluation and reward.

A factor analysis was conducted to investigate whether the observed variables 
were related and to create compound variables for use in the statistical analysis. The 
results are shown in Table 1. 

The factor analysis resulted in the creation of two composite factors. The first fac-
tor includes the items planning, coordination, and resource allocation and is labeled 
PCRA . The items included in this factor reflect an ex ante use of the budget. The 
second factor includes the items performance evaluation and reward and represents 
an ex post use of the budget. This factor is labeled PER. Target setting (TS) and 
variance analysis (VA) did not load into the two factors and were applied as indi-
vidual measures. Target setting represents the use of budgets for setting targets for 
individuals and units, and variance analysis concerns the control and monitoring of 
actual vs. budgeted performance, both during the planning of the festival and after 
the festival has ended. Cronbach’s Alpha values are 0.808 for PCRA and 0.801 for 
PER, indicating that the internal consistency of the composite measures is good. 
The Kaiser–Meyer–Olkin (KMO) measure of sampling adequacy gives a value of 
0.740, indicating that factor analysis was appropriate. The descriptive statistics for 
these variables are provided in Table 2.

Table 1  Results of principal 
component analysis (varimax 
rotation)

Bold values indicate factor loadings

Purpose of budget Factor 1 Factor 2

Planning 0.800  − 0.007
Coordination 0.846 0.117
Resource allocation 0.832 0.295
Target setting 0.524 0.511
Variance analysis 0.387 0.366
Performance evaluation 0.204 0.848
Reward  − 0.014 0.909
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3.2.2  Managerial characteristics

The independent variables in the study are business educational background, work 
experience in the private sector, work experience in the artistic industry and age. 
Business educational background was measured using an open question in the sur-
vey which asked the respondents to describe their educational background. Both 
the authors later systematized these responses into a dummy variable, where 0 
denotes no business educational background and 1 denotes a business educational 
background.

Work experience was measured using the same open question in the question-
naire. The respondents described their professional background, and this was later 
categorized by both the authors into the two dummy variables. Work experience 
in the artistic industry can be experience as a performing artist and/or experience 
within management. There was agreement between the authors on the codification. 
Age was measured as a continuous variable by an open question in the question-
naire. The descriptive statistics of the managerial characteristics are provided in 
Table 3. 

Table 2  Descriptive statistics of 
budget use for different purposes

Variable Min Max Mean Median SD

PCRA 2.33 5.00 4.19 4.33 0.703
PER 1.00 5.00 2.04 2.00 0.954
TS 1.00 5.00 3.23 3.00 1.039
VA 1.00 5.00 4.34 4.00 0.728

Table 3  Descriptive statistics for respondents and festival characteristics

Min Max Mean Median SD

Respondent characteristics (n = 61)
Age (years) 25 62 45 43 9.5
Business educational background (n, %) Yes No

22 (36.1%) 39 (63.9%)
Work experience: private/public (n, %) Private Public

37 (60.7%) 24 (39.3%)
Work experience: artistic/not artistic (n, %) Artistic Not artistic

7 (11.5%) 54 (88.5%)
Festival characteristics (n = 40)
Size (total revenues MNOK) 5.4 59 14.1 10.2 11.9
Net profit margin (NPM)  − 13.6% 18.2% 1.7% 1.2% 5.4%
Public support (of total budget) 0% 91.7% 31.5% 20.5% 29.6%
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3.2.3  Control variables

The control variables in the study are size, profit margin, and public support ratio. 
The control variables were based on financial accounting data from 2012 to 2014. 
Size was chosen as a control variable, as large festivals have more opportunities 
to employ specialized people in both administrative and artistic functions. Size 
was measured as the average total revenues from 2012 to 2014. Profit margin was 
included as a control variable. Profit margin can influence the use of control mecha-
nisms such as budgets, as it is expected that the need for tight budget control may 
decrease as profit margins increase. Profit margin was measured as operating profit/
total revenues. The final control variable, public support ratio, was included for the 
same reason as profit margin. Public support refers to funding received by the gov-
ernment, and high public support may provide a festival with a good financial envi-
ronment and hence reduce its focus on the use of budgets. The public support ratio 
was calculated as public support/total revenues. Both profit margin and public sup-
port ratio were based on an average of the years 2012–2014. Descriptive statistics 
for managerial characteristics and control variables are shown in Table 3.

4  Empirical results

This section presents and discusses the empirical findings. First, the descriptive sta-
tistics for all the variables are given, and then we present the results of the analy-
sis of the influence of managers’ characteristics on the use of budgets for different 
purposes.

4.1  Descriptive statistics

Table 2 shows the descriptive statistics for budget use. The use ranges from 1 to 5, 
with 1 indicating that the budget is not used at all and 5 that it is used to a very large 
extent.

Table 2 shows that budgets are mostly used prior to the festivals, for planning, 
coordination and resource allocation (PCRA), with a mean of 4.19, and target 
setting (TS), with a mean of 3.23. Budgets are also used ex post to analyze vari-
ance between budgets and actuals (VA) (mean = 4.34), but less often for perfor-
mance evaluation and reward (PER) (mean = 2.04). These findings show a contrast 
in budget use with other types of organizations. Hansen and Van der Stede (2004) 
claimed that most studies have focused on the use of budgets for performance evalu-
ation and have more or less neglected other uses, such as operational planning. In a 
study of Danish companies, Sandalgaard (2013) found that budgets were often used 
for performance evaluation, and Olsen (2012) also found that budgets were used for 
performance evaluation in both higher education institutions, health organizations 
and banks. These studies found notably higher levels of use for performance evalua-
tion than this study.
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The age range is from 25 to 62 years, with a mean age of 45 years. Most fes-
tival managers had no business educational background (63.9%). Of the respond-
ents, 60.7% had work experience in the private sector and 39.3% in the public sec-
tor. Relatively few had work experience in the artistic industry: 11.5% compared to 
88.5% with no work experience in the artistic industry. For the control variables, 
size (measured as total revenue) ranged from MNOK 5.4 (approx. EUR 497,000)3 to 
MNOK 59 (MEUR 5.4).4 The net profit margin ranged from − 13.6 to 18.2%, with 
a mean of 1.7%, and public support ranged from 0 to 91.7%, with a mean of 31.5%.

Table 4 shows the Pearson correlations between the variables. All dependent var-
iables (different uses of budgets) are positively correlated, indicating that managers 
who use budgets for one purpose are more likely to use them for other purposes 
as well. For the independent variables, managers with a business educational back-
ground are associated with more work experience from the private sector. This is 
not surprising, since students of business administration mainly start working in the 
private sector. The level of public support is positively associated with managers 
with work experience in the artistic industry, and negatively associated with work 
experience in the private sector and with profit margin. This may indicate that public 
support increases with financial stress (negative profit margins), and that managerial 
characteristics influence public support; however, the direction of cause and effect is 
not obvious.

4.2  Hypothesis testing

Tables 5, 6, 7 and 8 show the results of the regression analyses for the influence of 
the characteristics variables on the use of budgets for different purposes.

The  R2 values show that the regression models better explain variations in the 
use of budgets for planning, coordination, resource allocation (PCRA) and variance 
analysis (VA). These purposes are typical financial planning and control activities. 
It is also these activities that have the highest levels of use, with mean levels above 
4, albeit with significant differences (see Table 2). For performance evaluation and 
reward (PER), and for target setting (TS), the levels of use are lower and may thus 
be seen as less important. The  R2 values indicate that the model explains a minor 
part of the variation in the use of budgets for these purposes. Thus, the results show 
that individual characteristics make a difference for budget-related activities, but not 
for all types of uses. The effects of different individual characteristics were tested 
using a two-tailed test in the regression analysis. Findings are shown in Tables 5, 6, 
7, and 8.

Hypothesis H1 investigates the association between business educational back-
ground and the use of budgets for different purposes. H1 is supported for all pur-
poses, although not significantly on a two-tailed test for performance evaluation and 

3 Using the European Central Bank exchange rate for 28 May 2020: https ://www.ecb.europ a.eu/stats /
polic y_and_excha nge_rates /euro_refer ence_excha nge_rates /html/eurof xref-graph -nok.en.html.
4 Using the European Central Bank exchange rate for 28 May 2020: https ://www.ecb.europ a.eu/stats /
polic y_and_excha nge_rates /euro_refer ence_excha nge_rates /html/eurof xref-graph -nok.en.html.

https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-nok.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-nok.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-nok.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-nok.en.html
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reward (p = 0.18). The strong support for business educational background is con-
sistent with studies showing that managers with that background are more confident 
using financial measures than managers from a non-business-related field (Finkel-
stein and Hambrick 1996; Naranjo-Gil and Hartmann 2007; Naranjo‐Gil and Hart-
mann 2006). However, in contrast to prior studies, the findings suggest that manag-
ers with a business educational background are not more likely to use budgets for 
performance evaluation and reward (Hansen and Van der Stede 2004).

Table 5  Results of regression on the use of budgets for planning, coordination and resource allocation 
(PCRA)

* Significant at the 0.1 level (two-tailed)
** Significant at the 0.05 level (two-tailed)
*** Significant at the 0.01 level (two-tailed)

PCRA B SE Sign Standardized B

(Constant) 3.622 0.418 0.000
Business educational background ( +) 0.459 0.175 0.012 0.316**
Work experience: private sector ( +)  − 0.187 0.178 0.299  − 0.131
Work experience: artistic industry ( −) 0.289 0.256 0.265 0.289
Age ( +) 0.008 0.009 0.352 0.108
Size (MNOK) ( +) 1.180E−8 0.000 0.094 0.199*
Profit margin ( −)  − 0.052 0.160 0.002  − 0.410***
Public support ( −) 0.001 0.003 0.707 0.049
Number of observations 61
R2 0.349
Adj.  R2 0.263

Table 6  Results of regression on the use of budgets for performance evaluation and reward (PER)

* Significant at the 0.1 level (two-tailed)
** Significant at the 0.05 level (two-tailed)
*** Significant at the 0.01 level (two-tailed)

PER B SE Sign Standardized B

(Constant) 2.305 0.686 0.001
Business educational background ( +) 0.389 0.288 0.183 0.197
Work experience: private sector ( +)  − 0.185 0.292 0.529  − 0.096
Work experience: artistic industry ( −) 0.168 0.421 0.691 0.057
Age ( +) 0.002 0.014 0.882  − 0.021
Size (MNOK) ( +)  − 6.669E−9 0.000 0.560  − 0.083
Profit margin ( −)  − 0.16 0.026 0.532  − 0.094
Public support ( −)  − 0.003 0.005 0.532  − 0.098
Number of observations 61
R2 0.048
Adj.  R2  − 0.077
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The next pair of hypotheses (H2a and H2b) examines the association between 
work experience and the use of budgets for different purposes. H2a expects a posi-
tive association between work experience in the private sector and the use of budg-
ets for different purposes. The findings show a negative association, but not at 
a significant level. For work experience in the artistic industry, H2b expected the 
opposite, that is, a negative association between a more artistically creative back-
ground and the use of budgets. Again, the results were not statistically significant. 

Table 7  Results of regression on the use of budgets for target setting (TS)

* Significant at the 0.1 level (two-tailed)
** Significant at the 0.05 level (two-tailed)
*** Significant at the 0.01 level (two-tailed)

TS B SE Sign Standardized B

(Constant) 3.134 0.732 0.000
Business educational background ( +) 0.619 0.308 0.049 0.288**
Work experience: private sector ( +)  − 0.167 0.312 0.594  − 0.079
Work experience: artistic industry ( −) 0.260 0.449 0.565 0.080
Age ( +) 0.001 0.015 0.926  − 0.013
Size (MNOK) ( +) 7.087E−10 0.000 0.954 0.008
Profit margin ( −)  − 0.022 0.028 0.435  − 0.115
Public support ( −) 0.001 0.005 0.863 0.026
Number of observations 61
R2 0.084
Adj.  R2  − 0.037

Table 8  Results of regression on the use of budgets for variance analysis (VA)

* Significant at the 0.1 level (two-tailed)
** Significant at the 0.05 level (two-tailed)
*** Significant at the 0.01 level (two-tailed)

VA B SE Sign Standardized B

(Constant) 3.727 0.684 0.000
Business educational background ( +) 0.624 0.197 0.003 0.415***
Work experience: private sector ( +)  − 0.173 0.199 0.390  − 0.117
Work experience: artistic industry ( −) 0.389 0.287 0.181 0.172
Age ( +)  − 0.011 0.010 0.264 0.140
Size (MNOK) ( +) 9.137E−9 0.000 0.244  − 0.149
Profit margin ( −)  − 0.010 0.018 0.575  − 0.075
Public support ( −) 0.003 0.003 0.315 0.141
Number of observations 61
R2 0.238
Adj.  R2 0.137
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These findings contrast with research by Naranjo-Gil and Hartmann (2007) and the 
theoretical underpinnings suggested by Schultz et al. (2004).

H3 expects a positive association between the age of festival managers and the 
use of budgets for different purposes. The findings show no indications of an asso-
ciation, and H3 is not supported. Thus, the findings contrast with the implications of 
prior studies (see, e.g., Naranjo-Gil et al. 2009).

The analysis of the effect of the control variables shows that size is significantly 
positively associated with the use of budgets for planning purposes. The findings 
also suggest that profit margins are significantly negatively correlated with the use 
of budgets for planning purposes.

5  Discussion and concluding remarks

This paper investigates the use of budgets in Norwegian festivals. The point of 
departure is that festival managers can influence how budgets are used, and that 
budget use is a result of festival managers’ cognitive base and values. Upper ech-
elons theory was therefore applied to investigate the effect on the use of budgets of 
the observable background characteristics of educational background, work experi-
ence and age (Hiebl 2014).

The descriptive statistics suggest that budgets are used prior to festivals for the 
purposes of planning, coordination, resource allocation and target setting. Budgets 
are also used for variance analysis and, to a lesser extent, for performance evalua-
tion and reward. These results elucidate one of the important characteristics of fes-
tivals, shared by other pulsating organizations: the importance of planning in terms 
of a short and intense execution phase (Carlsson-Wall et al. 2017). Accordingly, the 
findings suggest that the budget is a tool for providing the necessary a priori stabil-
ity (Knardal and Pettersen 2015), and that ex post use of budgets (for performance 
evaluation and reward) is less common for festivals. Hansen and Van der Stede 
(2004) claimed that this has traditionally been an important purpose of budgets, and 
their view was supported by, for example, Olsen (2012). The contrary findings in 
this study may be related to the specific characteristics of festivals. Festival produc-
tion requires collaborative team effort; for evaluation and reward purposes, festival 
performance or team performance may therefore be more relevant than employee 
performance. Another explanation may be that festival organizations use tools other 
than budget for performance evaluation and reward. However, little is known about 
these aspects, and further research is necessary.

In terms of the four hypotheses of this paper, the findings suggest that business 
educational background is positively associated with the use of budgets for most 
purposes, with the exception of performance evaluation and reward. H1 is thus 
partly confirmed. As the upper echelons theory assumes that managers’ cognitive 
base and values are influenced by educational background, it is therefore expected 
that managers will have an impact on the use of control systems (Hambrick and 
Mason 1984). In this context, it is not surprising to find that a business educa-
tional background increases the use of budgets in festivals for most purposes. 
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It was, however, surprising that a business educational background does not 
increase the ex post use of budgets for performance evaluation and reward.

This study also investigated the association between work experience and the 
use of budgets. Following Hambrick and Mason’s (1984) suggestion that ten-
ure is influential on cognitive base, we added work experience as a factor that 
develops and shapes knowledge, skills, attitudes, ambitions, beliefs and behaviors 
(Naranjo-Gil and Hartmann 2007; Tesluk and Jacobs 1998). However, the study 
found no significant evidence of the influence of work experience on the use of 
budgets, and consequently H2a and H2b were not confirmed. However, in both 
cases, the signs were the opposite of what we expected (albeit the results were 
not significant). The findings are therefore not consistent with prior research on 
the association between work experience and the use of management account-
ing (Metcalfe 1993; Boyne 2002; Naranjo-Gil and Hartmann 2007). The low 
number of respondents with experience from the artistic industry (7/11.5%) may 
explain the insignificance of the result; however, the sign is in the opposite direc-
tion for all parts of the analysis. This may prompt a rethinking of the supposed 
association between artistic background and “lack of control.” In terms of pri-
vate sector background, the results may indicate that budgets are different from 
the management tools investigated by previous studies (e.g., Naranjo-Gil et  al. 
2009). There may be an experience effect from particular systems in the private 
sector, although budgets are a public sector tool as much as a private sector tool. 
Another explanation may be that the difference between private and public sec-
tor managers is not relevant to the background effect of managers in festivals; in 
other words, the typical private sector manager may not take a job as a festival 
manager, or may act differently if she does.

The last hypothesis tested concerns the association between age and the use of 
budgets, with an expectation that older festival managers would make more exten-
sive use of budgets (Naranjo-Gil et  al. 2009). The analysis showed no significant 
association between age and use of budgets for any of the budget purposes, and H3 
was therefore not confirmed.

The analysis of the effect of the control variables (size, profit margin and public 
support ratio) shows a significant positive association between size and the use of 
budgets for planning purposes. This may be related to the fact that larger festivals 
need a relatively high degree of planning in general, including financial planning. 
The findings also suggest that profit margins are negatively correlated with the use 
of budgets for planning. This could be explained by festival managers perceiving the 
need for budgets and tight budget control as lower when profit margins are increas-
ing. Conversely, the need for budgets may increase when profit margins are low.

The current study makes two main contributions. First, it improves understanding 
of the use of management control tools within the realm of popular culture (Jeacle 
2009, 2012, 2017) and, more specifically, for festivals, a relatively neglected field 
within the management control literature. The findings suggest that budgets are used 
to a rather large extent in festivals, in particular for planning and variance analysis 
prior to festivals. Since this contrasts with studies in other sectors that have found a 
high use of budgets for performance evaluation (Hansen and Van der Stede 2004; 
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Olsen 2012; Sandalgaard 2013), the findings help to develop an understanding of the 
use of budgets in this specific sector.

Second, the paper contributes to the management control and budgeting litera-
ture by applying upper echelons theory (Hambrick and Mason 1984; Hiebl 2014; 
Naranjo-Gil and Hartmann 2007). Upper echelons theory has not often been used 
to address questions of budgetary control, but this theoretical perspective provides 
the opportunity to develop a better understanding of the association between multi-
ple managerial characteristics and the use of budgets. The findings identify a posi-
tive association between business educational background and the use of budgets for 
most purposes. This is as predicted, as festival managers with a business educational 
background are expected to be more confident and familiar with the use of account-
ing tools, including budgets. It is more surprising, however, that the findings on the 
use of budgets for performance evaluation and reward are not significant, in contrast 
to prior studies. It is also surprising that work experience is not associated with the 
use of budgets for different purposes. We expected that higher age would increase 
the use of a traditional accounting tool such as the budget, but in this area no asso-
ciation was found. Although the results for H2a, H2b and H3 were not significant, 
this paper addresses the call for studies on individual characteristics (Covaleski et al. 
2006) by providing a more fine-tuned and holistic understanding of festival man-
agement and festival managers’ characteristics and how these can affect the use of 
budgets.

The limitations of this study should be borne in mind when interpreting its 
results. Some of the limitations are inherent to the survey method (Van der Stede 
et  al. 2005), such as the possibility of a respondent’s answers being biased. Pod-
sakoff et al. (2003) warned that respondents may, for example, have a consistency 
motif, that they may respond in accordance with what they perceive as socially 
acceptable or that they may be influenced by their state of mood. Another source of 
potential bias is that the present study captures the perception of budget use rather 
than actual budget use; however, measuring perceptions is unavoidable here, since it 
is the users (the festival managers) who use the budgets. A specific limitation in this 
study is the relatively small number of respondents, as a larger dataset would have 
increased its statistical power. Unfortunately, it was not possible in this case to col-
lect more data; nonetheless, the response rate is high, and against this background 
the study sample can be considered representative of the population. A further limi-
tation is that the dataset includes two respondents from some of the festivals in the 
sample. There is therefore a risk of type II error, whereby the effect of differences in 
managerial characteristics are underestimated. Finally, the survey was conducted in 
Norway with a relatively small sample, and this may limit the generalizability of the 
findings.

Despite these limitations, this study provides valuable insights, but more research 
is needed. The findings in this paper suggest that the use of budgets in festivals is 
different from many other sectors. Future research should explore the use of budgets 
and other accounting tools in festival contexts, but also within the field of popular 
culture in general (Jeacle 2012). The upper echelons theory provides an opportunity 
to study how individual managerial characteristics can explain strategic account-
ing choices, and this study shows that it is not only sector-specific variables that 
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influence the use of budgets but also festival managers’ characteristics. Future 
research should therefore investigate further the role of managerial characteristics in 
the adoption and use of management control systems.

This study indicates the potential benefits of having managers with a business 
educational background, since they use budgets more and in different ways. Margin-
son and Ogden (2005, p. 435) have argued that budgeting offers “a source of struc-
ture and certainty” to practice, and more structure may be helpful for festivals, as 
demonstrated by Knardal and Pettersen (2015). An alternative would be to increase 
the knowledge of constructive use of budgets by training festival managers.

However, we do not know the best mix of qualifications in a management team. 
Future studies should develop a better understanding not only of individual manag-
ers’ characteristics but also of the mix of individual characteristics in top manage-
ment teams (Hambrick 2007; Hiebl 2014; Naranjo-Gil and Hartmann 2006). This 
study shows that background matters, but we do not know much about the dynamics 
of differences, and a more process-orientated view may not fit with a survey design. 
The question remains as to how managers with different backgrounds interact in the 
decision-making process, and more in-depth case studies are required to provide 
greater insight into this issue.
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Appendix 1

Questionnaire.

1) Educational background
2) Age
3) Other work experience
4) Do you use budgets?
  Yes.
  No.
5) Enter the degree to which budgets are used for the following activities:
  Not at all—to a very limited degree—to a small degree—to a large extent—to 

a very large extent (1–5).
  Planning (create a comprehensive plan for the festival).

http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
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  Coordination (coordination of the various processes within the festival—
assigning responsibility).

  Resource allocation (prioritization of program posts and other priorities).
  Communication of goals (setting goals for individuals and units/departments 

within the festival).
  Variance analysis (during the budget period and/or after the budget period (after 

the end of the festival)).
  Performance evaluation (employee performance is measured by how well they 

have met certain budget targets).
  Reward (employees are rewarded on the basis of budget targets).
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