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ABSTRACT
Financial sustainability of NGOs has become a global concern in the wake of global
financial crisis which has reduced donor funds from developed economies to
developing countries. NGOs play an important role in developing countries like Ghana
and as such their financial sustainability is very important not only for the NGOs but
the Ghanaian economy. The study examined the factors that determine financial
sustainability of NGOs in Ghana based on the following variables; diversification of
funds, competence of staff, strategic financial design and donor and management
relationship. The study sampled 31 NGO where data was collected through the
administration of questionnaires. Data was analysed using various statistical tools such
as frequencies, graphs, tables and regression analysis. The study concluded that
diversification of funds, the Competence of Staff and strategic financial design had no
impact on the financial sustainability of NGOs. It was on donors and management
relationship that had an impact on the financial sustainability on their organisation.
This result show that NGOs in Ghana are not financially sustainable and as such need

income generating income measures that will help them to be financially reliable
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CHAPTER ONE

INTRODUCTION

1.0 Background of the Study

Today in the developing world, Non-Governmental Organizations (NGOs) are an
important part of the "development machine™ and are commonly seen to play an
increasingly important role in the developmental process. They are acknowledged as
an essential part of community and the economy. According to Uphoff (1995), they're
sometimes called to as the "third sector”. NGOs play a crucial role as part of the steps
aimed at improving people's difficulties, and as a way of redressing the developmental
imbalances among rural and urban parts. Many NGOs are engaged in various activities
in the fields of agriculture, health, education, research and, most prominently, gender

empowerment.

Enyioko (2012) defined an NGO as an individual or group of people with certain goals
operating independently of any external influence, which seeks to accomplish tasks
that are aimed at bringing about positive improvements in a particular community or
region or circumstance. According to Martens (2002), NGOs are commonly described
as non-profit organizations, independent of governmental control (although
government funding may be provided). As can be seen from the basic definition, there

is little difference between non-profit organizations (NPOs) and NGOs.

In international development, NGOs play an increasingly significant role. The funds
are a funnel both for individual givers in rich countries and bilateral aid agencies for
development funding. At the same period, the Non-Governmental Organizations are
also idealized as organisations interested in "doing good," with benefits or politics

aside, an unnecessarily starry vision of romance. After the end of World War 11,



growth-oriented NGOs, which have been in operation for decades, have taken on a

rising role in the development process.

The increased existence of NGOs can be expounded by 3 elements: the trend towards
outsourcing government services; new ventures by non-profit "entrepreneurs" and the
increasing professionalization of existing NGOs (Werker and Ahmed, 2008). The part
of NGOs in the social, political, economic and cultural development of Ghana is
highly valued and recognized by the Government of Ghana. That is why NGOs have
been accepted as socio-economic development partners. They mobilize communities
to take an active interest in the problems that affect them to facilitate development.
This is why the Ghana government implements policies to encourage and support the

growth and activity of NGOs within the country.

One such policy is the creating of a Trust Bill that aims at strengthening non-
governmental organizations' legal framework to make their operations vibrant and
effective. The purpose of the Trust Bill is to provide for the establishment and
registration of trusts by the Trust Commission as established by law. The Trusts
legislation is derived from the 1860 common law and the British ACT of 1860. The
Public Trustee Ordinance of 1952 (ACT 106) is also the only other constitutional
provisions concerning trusts in Ghana. Therefore, religious organisations, but these
laws are stringent in their implementations, have been licensed by the General
Registrar. Consequently, the legal situation needs to be strengthened. Consequently,
the Government of Ghana has found it expedient to state clearly in the best interests

of all parties the position of trustees and others in a fiduciary connection.

In some underprivileged rural areas of Ghana, for instance, World Vision, Plan Ghana,

Catholic Relief Services, Adventist Development and Relief Services, Universe



Concern are amongst the most common names associated with development in Ghana.
This is so because the NGOs providing them with hygienic drinking water, the village
centre clinic, the forestation project, credit facilities, school building, extension
services and much more. Some of the local and international NGOs working in Ghana
have transformed entire communities and benefitted many countryside inhabitants.
Some NGOs have swapped eternal suffering with some smiles to those poverty-
stricken and almost-forgotten classes of countryside inhabitants through their
activities. According to Nzimakwe (2008), this is particularly true because
international and local NGOs support the poor and the underprivileged in their efforts

to improve their condition of living.

In recent times, numbers of NGOs, founded to support the public, are on the increase.
According to the Department of Social Welfare which observers the events of NGOs
to ensure that they comply with the rules that govern them in Ghana, there are more
than 3,000 NGOs in Ghana. Many of those are local NGOs that operate in different
parts of the country. They play a significant role in the growth of public and private
partnerships in the country and enjoy privileges such as tax exemptions and

exemptions.

NGOs conduct programs that are funded by government departments but operate
outside the official agency framework. As a result, NGOs generally have the right to
operate in the countries in which they work like private corporations. Their activities
can range from advocacy to community non-profit assistance and fund-raising for
organizations. A structure of NGOs usually focuses on a particular mission or goal,
and then its actions lead to the needs of that mission or goal being met. NGOs comprise

charitable and religious organisations mobilizing private development funds,



distributing food and family planning services and supporting community

organizations.

NGOs face several challenges; despite the important roles they play in Ghana. Key
among them is the issue of sustainability, although many NGOs are registered, they
many fold up and only a few remain active for several reasons that have not yet been
understood. For the non-profit sector, sustainability is perhaps one of the biggest
obstacles. This problem calls for strong study into the financing of Ghana’s indigenous

NGO:s.

In this context, the study examines the effect of funding on local NGOs management
and sustainability. This study explores critically the literature available on the
governance of civil society and the obstacles to better performance for the governance

of CSOs, including NGOs.

1.1 Problem Statement

Achieving financial sustainability is an essential part of a Non-Governmental
Organisation. Financial sustainability permits NGOs to provide programs that are
broader and more complex. NGOs must be sustainable if they are to achieve their

potential contribution and manage their activities efficiently.

Local NGOs' enormous development functions include the provision of funds to
deploy them quickly and effectively. In understanding the critical role played by
indigenous NGOs on the ordinary level as a mechanism to meet the needs of the
community of getting health care, education, and construction other important

structures, local NGOs need more unwavering secure funding,



Sarr (2006) denoted that there is still a lack of a stable financial basis for the local
development of NGOs. As a result, they are running out of funds for those affiliated
with or working in this organisation after a few years of formation with drastic
consequences. The difficulties facing indigenous NGOs in Ghana just like other
developing nations is for them to appear as a valuable force for growth to increase the
living conditions of the general public in the societies. For this reason, the local NGOs
need a considerable quantity of money and other assets to effectively convey out their

deeds.

The Bono Region has seen a huge spread of NGOs, and the NGOs has been funded
by a large amount of money in tandem with the need for reform. Though donors are
the key sources of funds or NGOs, the amount of donations from donors has declined
steadily. The activities of NGOs in the Bono Region have been affected. The NGOs

were thus unable to accomplish their targets.

As a consequence of little or no funds, logically some NGOs will collapse. This will
take place at the cost of the socio-economic assignment undertaken by the NGOs,
therefore emphasizing the necessity of financially sustainable NGOs. The effects of
programmes, capacity building and the role of the government in NGOs are the most
research studies on local NGOs rather than organizational processes and factors that

affect the organizational operations.

A diminutive statement is made of the NGOs financial sustainability, perhaps because
they are usually been linked to seemingly unlimited funding from foreign donors. The
government, society and donors have raised concerns about the viability of NGOs.

Initial studies show that NGOs were not sustainable owing to financial issues. This



research, consequently, pursued to answer the question of what are the elements that

influence the financial sustainability of NGOs in Ghana.

Also, complaints concerning sustainability of NGOs have been raised by the
government, the community and the donors. Preliminary studies show that NGOs have
not been sustainable due to financial factors (Uphoff, 1995; Adongo & Stork, 2006
and Saungweme, 2014). The researcher therefore set out to investigate the financial

factors determining the sustainability of NGOs in Ghana.

1.2 Objective of the Study
The main aim of this study was to identify the elements affecting the financial
sustainability of nongovernmental organisations in Ghana. Unambiguously, the

research sought to accomplish the following aims:

i, To evaluate the effect of diversification of funds for the project on the
financial sustainability of NGOs

2. To determine the effect of the competence of staff on the financial
sustainability of NGOs.

3. To determine the impact of strategic financial design on the financial
sustainability of NGOs.

4. To determine the impact of donor and management relationship on the

financial sustainability of NGOs.

1.3 Research Questions

This study, therefore, sought to answer the following inquiries:

1. What is the effect of diversification of funds for the project on the financial

sustainability of NGOs?



2. What is the effect of the competence of staff on the financial sustainability
of NGOs?

3. What is the impact of strategic financial design on the financial
sustainability of NGOs?

4. What is the impact of donor and management relationship on the financial

sustainability of NGOs?

1.4 Relevance of the Study
The Bono Region offers an exceptional case study since there is a wide range of local
NGOs working in the region, but they face funding challenges. Therefore, many of

them are winding down their operations as a result of funding difficulties.

The study has helped identify the reasons for the collapse of many local NGOs in the
region and come out with appropriate recommendations for alternative financing of

local NGOs in Ghana.

Findings and recommendations that emerged from the study will serves as a spring
board to generate interest for further research into the other aspects of NGO
challenges. This stems from the fact that development challenge is a multifaceted

phenomenon and no one research is capable of addressing it in full.

From academic viewpoint, the research work will be of great benefit to various levels
of educational institutions within and outside the country, especially the universities

as reference material for further studies and research work on NGOs financing.

Lastly, the study will contribute to the existing literature on funding challenges of local

NGOs and to the body of academic knowledge. The findings of the study shall



therefore be put at the disposal of students and other researchers in development work

for reference purposes, hence it will add to knowledge

1.5 Scope of the Study

Several local non-governmental organizations work in Ghana in various segments of
the economy. Nevertheless, the research focused solely on indigenous NGOs
operational in the Bono Region, regardless of the sector the NGOs operates. The Bono
Region affords an excellent case study for this research because; there is a wide variety
of indigenous NGOs operational in the region but they are facing funding difficulties.
As a result of the funding challenges, several of them are scaling down their

undertakings.

1.6 Limitation of the Study

The collection of data was delayed due to delay in the reaction times, in particular the
directors of local NGOs. Also, it was a difficult for all the indigenous NGOs surveyed
to collect funding from the various sources in some situations. Notwithstanding the
limitations set out above, the results of the study have not been affected and are

therefore credible, reliable and useful for any assessment and feedback purposes.

1.7 Organisation to the Study

The project will be divided into five sections for the accurate presentation of the work.
The first chapter will present the context of the study, the problem statement, the study
goals, research concerns, study method and the value of the analysis, and the study's
limitations. Chapter two will discuss the literature on the subject and split it into
suitable sub-topics. Chapter 3 will discuss the methodology used by the researcher,
which involves the study, population and sample testing design as well as the

instruments used in the data collection and examination process.



The interpretation and presentation of the results of the research are covered under
Chapter 4. The findings of the questionnaires, interviews and analysis of the table are
presented and explained by the use of table and figures. Lastly, Chapter 5 will deal

with the summary, conclusions, recommendations and suggestions of the study.



CHAPTER TWO

REVIEW OF LITERATURE

2.0 Introduction

The literature review offers an overview and evaluation of what distinguished
scientists and academics have written on specific subjects or areas of study. Literature
reviews are envisioned to provide a summary of the sources reviewed when studying
a specific topic and to show a person who reads how the work fits into the broader
field of study. In this segment, the study takes a gaze at the Conceptual Review,
Theoretical Review, Empirical Review and conceptual framework. The literature

review is done with the objectives of the research in mind.

2.1 Conceptual Review

The conceptual review is to allow for the review of the literature on the concepts of
the study. Among the concept in the study are the concept of NGO and Sustainability.
The section will review the relevant studies relating to the concept underpinning the
study. A conceptual review is relevant because the reader must understand the concept

under study.

2.1.1 The Concept of NGO

The composition of NGOs is very difficult to describe. Some several organisations
and bodies are entirely or partially government-independent and have mainly
humanitarian or supportive purposes rather than profitable. Private organisations in
developing nations that promote global development; ethnic and national local groups
and village member groups. NGOs include benevolent and religious groups
mobilizing private development funds, providing services like food and family

planning, and supporting community group. Nagabhushanam and Sridhar (2010)

10



defined NGO as a non-profit making, charitable, service-oriented / development-
oriented organisation, either for the good of members (a grassroots group) or other
members of the community (an agency). Sharir and Lerner (2006) also defined it as a
private entity that adheres to some fundamental social values and structures its

operations to improve the communities they represent.

According to the World Bank (1990), these comprise voluntary cooperatives,
neighbourhood organisations, societies for water users, organizations for women and
pastoral organisations. Citizen groups which increase consciousness and inspiration

policies are also non-governmental organizations.

Even though the term "NGO" has varying connotations, it is commonly understood to
comprise non-profit and non-criminal, private organisations that work freestanding
from government control. Moreover, other definitions clarify NGOs as non-religious
and non-military associations. NGOs are now known as key players in the third sector
for landscapes of sustainability, human rights, humanitarian action and the climate

(Hilhorst, 2002).

In strategic terms, NGOs depend on key funding States' frequently uncertain decisions
and are embedded in a system of services defined by rivalry, uncertainty, and
fragmented authority and accountability and are separated by increasing discrepancies
in the interpretation of their identities by participating organisations, in particular
despite over a decade of experience. They are also distinguished on how relief
assistance can be incorporated into long-term development strategies when developed

nations suffer natural or human disasters.

According to Karns et al. (2004), NGOs, as we know them today, are generally thought

to be around the mid-19th century but approximately a century later, the United

11



Nations recognized the importance of NGOs officially. At the 1968 United Nations
Congress in San Francisco, Article 71 of the Charter of the United Nations provided
that NGOs qualified in the field of economic and social development to be consulted
by the Economic and Social Council. The development of modern NGOs largely
reflected the history of the world, predominantly after the Industrial Uprising. As far

back as 25,000 years ago, there were NGOs in some form or another.

Davies (2014) indicated that after World War 11, the growth of NGOs began, with
around 90 international nongovernmental organizations created every year and around
10 in the 1890s. While these organisations that were established after the wars had a
higher success rate, only about 30 per cent of early foreign NGOs survived. Many
more state, national or regional NGOs have been created, but not all have survived or
flourished like their foreign counterparts. According to Boli (2012), the history of
foreign NGOs dates back, at least, to 1839. The number of NGOs was estimated in
1083 by 1914. In the anti-slavery movement and the women's voting movement,

foreign NGOs were significant and peaking at the time.

Boli (2012) further denoted that the term 'non-governmental organisation' was first
popularly used until, in 1945, the United Nations was set up, with restrictions on the
consultative position of organisations not governments or the Member States in Article
71 of Chapter 10 of the Charter of the United Nations. "International NGOs" (INGOs)
is identified as "any international organization not being part of an international treaty"
first, in Resolution 288(x) of ECOSOC of 27 February 1950: Chapter 27 of Agenda
21 recognized the vital role played by NGOs and other 'major groups' in sustainable

development and resulted in intense consultative arrangements among UN and NGOs.

12



The role of NGO is considered to be important in the field of the economic well-being
of the community, the NGO sector as an agent of socio-economic transformation.
According to Bebbington (2005) the issue of how local NGOs can ensure their
sustainability has arisen to the fore in contemporary years. In the past, this difficult
has not been so very felting as there have been sufficient means to fund missions and
agendas. With the changing economic environment around the world, sustainability is
perhaps one of the topics under discussion on non-governmental organisations. With
the collapse of even financially established NGOs, the normal view of sustainability

is being matched by having sufficient resources.

For several reasons, NGOs usually operate to promote their members' political or
social aims. Changes in the natural environment, promote respect for human rights,
enhance the health or serve the corporate agenda of vulnerable citizens. Nevertheless,
other groups are involved and their priorities include a wide spectrum of partisan and
philosophical positions. This can also be found effectively in private schools and

sports organisations (Ngeh, 2013).

2.1.2 The Concept of Sustainability

Sustainability is a measure of the capacity of an organization to carry out its mission
and to represent its players over time (Karanja and Karuti, 2014). The experience of
many people working for many years to enhance the sustainability of many different
organisations draws on an ample awareness about the sustainability cycle. The main
finding of this cumulative experience is that a company is the most significant factor
in its success with its dedication to sustainability. The whole company, the executive
team, the senior management and all employees must be completely committed to the

project.

13



According to Ceschin and Gaziulusoy (2016), sustainability focuses on addressing
existing needs without jeopardizing future generations' ability to fulfil their needs.
Sustainability stimulates organisations to decide on environmental, social and human
implications for the long term and not on short-term benefits, such as the social
corporate responsibility within a year. This drives them to take into account more
considerations than the immediate benefit or loss. Industries have increasingly
committed to sustainable development targets, such as a zero-waste packaging pledge,
or a certain amount to reduce total emissions. Sustainable demand is met by reducing
emissions, lowering energy consumption, importing goods from fair trade
organisations and ensuring the proper handling of their physical waste with an as little

carbon footprint as possible (McKinnon, 2010).

There are several stakeholders for each an organisation which includes community
members, workers, consumers and vendors. Without knowing the internal and external
stakeholders, recognizing their needs and desires, correctly measuring each group of
stakeholders' relative priority (importance) towards each other and meeting the needs
of the different stakeholders in a balanced manner, no organization can remain

sustainable over time.

Repeatedly a good organization flops because its operation progressively “drifts”
away from the desires of those it assists. Organizations must identify that their
stakeholders and the needs of their stakeholders might change over time, and must
intentionally change and adjust as necessary. According to Ali and Kilika (2016), it is
difficult to overestimate the value of communication in the sustainable development
process. The main characteristics of a sustainable organization are based on decent
communication and dialogue: a sustainable organization sustains positive relations

with its stakeholders, ensures effective marketing and community outreach and

14



answers to the "satisfied needs™ of the community. These features of the process are

mutually reinforcing.

Effective marketing and community engagement help an organisation healthier
understand the needs of the community and allow the company to maintain a
productive relationship with its stakeholders. Good communication and dialogue are
also important to effective organisation's management, to ensure that the resources
accessible are distributed appropriately to meet the organization's responsibilities and

to provide long-lasting services to the community.

2.2 Funding Sources of NGOs

NGOs rely on a variety of sources to finance missions, operations, wages and other
overhead costs. Since an NGOQO's yearly budget can be hundreds (or even billions) of
dollars, fundraising efforts are essential to the existence and achievements of the NGO.
Gronbjerg (1991) denoted that sources of funding comprise association fees, sales of
goods and services, private profit-making corporations, philanthropy fundamentals,
grants from local, state and national agencies, and private assistances. A significant

portion of the NGO support is provided by individual private donors.

Most NGOs rely greatly on government funding to work given their independence
from government. Some NGO funding can be considered contentious because
financing can support other political objectives rather than the development objectives
of a country. Some donors encourage NGOs to diversify their funding. The chances
of success for a project are often seen to increase with the number of funding sources.
The principal reason donors want diversified funding sources is to measure a project's
and NGO's financial stability. The determinant factor of many donors is a stable,

diversified fund.
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According to Clark (1995), fundraising from individual community members is also
how many NGOs have received their initial funding. Nevertheless, it can be much
harder to extend and sustain the network of donors outside the local community of an
NGO. Some organizations have structures in place for giving grants, have grant-giving

data available, and in many cases actively implore grant requests.

Bilateral and multilateral assistance is one of the main sources of finance in the last
50 years and more. They come from the foreign offices of the developed countries or
multilateral agencies founded by various countries comprising the United Nations, the

World Bank and the Asian Development Bank.

2.3 NGOs Activities

NGOs carry out government-supported activities but operate outside the official
structure of these agencies. As a consequence, in the nations in which they work,
NGOs usually have the flexibility to act like commercial corporations. This will vary
from activism to mutual service to charitable support and their efforts differ from
activism. Usually, a system of NGOs focuses on a single objective or aim and then
relates to the needs of the role or goal (Ossewaarde et al, 2008). In meetings with
residents and other partners, NGOs will establish action schedules to decide who will
meet particular goals (Dahan et al., 2010). Below are some common activities of

NGOs:

2.3.1 Provision of Basic Infrastructure

According to Dahan et al. (2010), the mutual international role of NGOs includes
assisting to build foreign infrastructure at the most basic level. Focused on areas of a
rural countryside, activities may include well-drilling, construction of basic education

facilities, road construction and the provision of medical services. NGOs can work
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either on the actual construction or just on the purchase of resources and delivery to
the target site. The details will vary and will depend on the specific project being
serviced. Many of these projects are under the umbrella of a larger NGO or

government agency.

2.3.2 Pilot Function

Because of the versatility of collaborating in the realms of private and public
organisations, NGOs offer a perfect position to tackle pilot project needs when
governmental agencies decide to test a new initiative without a complete programme.
Unaffected by bureaucratic limitations and restrictions, NGOs can quickly undertake
and dismantle such pilot projects as quickly as possible. Ossewaarde et al. (2008)
denoted that this ease of operation allows the government agency overseeing the pilot
project to try out the idea, achieve results and make validated decisions without undue

expense.

2.3.3 Communication and Activism

NGOs strategize all actions to accomplish a goal or objective; promoting a goal is the
bread and butter of an NGO at various levels. This position includes public relations,
training programs, political lobbying and marketing. Many state bodies, businesses,
societies and people should be included in the coordination priorities. Reasons could
be to gain funding from NGOs, to compete financially, as well as to make legislative
representations. According to Mushi (2011) often, the NGOs also serve as
intermediate communicators with the target community and with assistance from the

NGOs; this kind of relationship is usually established in pilot projects.
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2.3.4 Raising of Funds

Since many non-governmental organisations are non-profit-oriented, they depend on
their own money, loan and donate funds. Fundraising is a big task which must take
place annually to ensure the service of NGOs every year. Funds are used to pay staff,
capital and operational costs. The structured strategic approach to fundraising is
adopted by Organizational NGOs: various divisions or sections are searching for
support, while some are focused on the programmatic issues (Ebrahim, 2005).
Campaigning NGOs are much more local, relate fundraising to an initiative or cause,

and hire volunteers for short-term activities when appropriate.

2.4 Types of NGOs
There are several possibilities to categorize NGOs. This is the typology used by the

World Bank

2.4.1 Operational NGOs

Its main objective is to plan and carry out projects relating to development. The
division into relief or development-based organizations is a categorization that is often
used; it may also be categorized according to whether it stresses service delivery or
participation or whether it is religious or secular, and if it is public or private-based. It
can be community-based, domestic or international Operational NGOs. To support
their initiatives and services, operating NGOs must raise capital in the form of

financial contributions, equipment or voluntary work.

This can take a rather complicated process. Charity shops, operated by volunteers, in
premises given at nominal rentals and the sale of donated items, end up supplying the
national headquarters with money (Parsons, 2002). Students on vacation or during a

break in their education provide work for projects.
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Finance attained from grants or contracts, from governments, foundations or
corporations, needs time and capability to be spent on planning, preparing
applications, budgeting, accounting and reporting. Significant fund-raising activities
include promotional expertise, public relations and supporters’ encouragement
(Keulder, 2009). Operating NGOs also need to provide an effective administration at

their offices, in addition to the field operational personnel.

2.4.2 Advocacy NGOs

It is occasionally termed as militant NGOs. It is mainly aimed at defending and
encouraging a particular cause. Such organizations usually seek to raise awareness,
recognition and expertise through lobbies, press and activist activities in comparison

with operational project management.

According to Keck and Sikkink (2014), many non-governmental advocacy
organizations are political or principle-based and actively campaign for broad ideas
within the framework of human rights, social justice and environmental movements.
In Croatia, ADF sponsored Croatian NGOs for democracy and human rights, as part

of a movement to return and reintegrate communities (Caplan and Caplan, 2005).

2.5 Pillars of Sustainability
The word sustainability is commonly used to refer to services, policies and
interventions intended to conserve a natural resource. Farrell and Hart (1998)

however, the study specifically applies to four specific areas.

2.5.1 Human Sustainability
This is aimed at safeguarding and improving human resources. Many of the initiatives
under human development are an investment in the health and education systems,

access to care, nutrition, awareness and skills. The available natural resources and
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spaces are scarce and rapid development need to be matched with better health and
economic well-being for everyone. An organisation must consider itself as a part of

society and foster corporate values respecting human capital in the context of business.

Kawamura et al. (2013) human sustainability stresses the importance of everyone
directly or indirectly involved in the development or supply of goods, services and/or
broader stakeholders (the organization's human capital). Global societies may be
affected by market practices or may be affected by methods of raw materials. They
may also be affected. The creation of human survival requires the capacity and
resources of individuals to support organizational functions and survival and to

promote the well-be