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ABSTRACT

This study aims to examine the determinants of funds acquisition in large and
international non-governmental organizations (NGOs). The importance of this study
revolves around the possibility of continuing to obtain funds for the provision of
humanitarian services constantly. The data covers the financial statements and annual
reports of 57 international NGOs for the period from 2015 to 2019. It followed a
quantitative descriptive approach and used panel data to generate the regression
coefficient. By employing panel models (OLS, FEM, and REM). It was estimated that
the random effect model (REM) is the most appropriate model for this study. The
findings show that the status of NGOs has a positive effect on the acquisition of funds
by the NGOs' years of operation (growth) and the NGO’s size, and the efficiency of
funds’ performance affects the acquisition of funds by measuring the efficiency of
funds’ utilization. Meanwhile, it has a negative significant relationship with the
efficiency of human resources. Also, it found that the measures of transparency and
financial disclosure in reports are not significant. The study contributes to an increase
in the literature on NGOs and provides important results for small and local NGOs. This
study recommends studying the funds' applications for each NGO separately and
comparing them to know the methods and factors used by large and international NGOs
to obtain funds continuously.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION.

This research aims to study some determinants that may affect the acquisition of funds
in large international NGOs (NGOs). This study contains five chapters. The first chapter
begins with an introduction to the research and the background of the research, followed
by the statement of the problem, research objectives, and questions, and the scope of
the research, followed by the importance and contribution of this study to academics

and practitioners in organizations.

1.2 BACKGROUND OF THE STUDY.

Non-governmental organizations (NGOs) are non-profit entities that aim to provide
humanitarian services through donations (funds) that obtain from donors and deliver to
communities in need. The importance of the non-profit sector is to reduce the economic
gap between the classes of societies. Funds come from a variety of stakeholders and
donors, including individuals, communities, commercial entities, and charitable
agencies. The distribution of funds is a humanitarian approach in all sectors and helps
to improve the economic, social, and humanitarian situation of a region and community

Moreover, NGOs are intermediary associations and institutions among donors,
stakeholders, and beneficiaries that help countries and communities in need. Non-
governmental organizations (NGOSs) have a significant impact on societies, as they have
a fundamental role in achieving social development and poverty alleviation by

providing short- and long-term projects. Usually, NGOs set up a system voluntarily,



independent of governments, without looking for any revenue or interest. NGOs have a
notable presence in public spaces and communities to communicate the interests and
values of donors or others, based on ethical, social, political, technical, religious, and
philanthropic considerations (World Bank Group,2020). As characterized by Lawrence
and Nezhad, (2009); Ogeh Fiador (2013); Okorley and Nkrumah (2012) there are
several types of NGOs such as small, large, and local and international NGOs.

All NGOs depend entirely on funding, and they must obtain sufficient and
sustainable funds for their survival. This funding depends on the purpose of the aid
inside the communities. The donors set specific criteria, requirements, and constraints,
along with internal and external factors, which decide whether an NGO obtains funding.
Also, Donors have restrictions related to funding to determine the main purpose of
donations and to ensure their proper use. At the same time, NGOs must follow these
conditions and requirements to achieve credibility, sustainability, and continuity in
obtaining funds to provide humanitarian services permanently. (Duncan, 2004,
Kachkar, 2017).

The acquisition of funds and gaining the trust of donors for the proposed projects
is one of the most important difficulties faced by NGOs, whether large or small, local
or international, and therefore, asking for funds is a difficult task for any non-profit
entity. As Danish Refugee Council (Denmark-based NGO), highlighted in its annual
report, 2018 that funds are becoming increasingly important as an essential complement
to the work and stability of NGOs. Therefore, there is a need for NGOs to motivate
donors by providing services performance and proper disclosure of funds' usage to
ensure reliability. This highlight leads to the fact that several factors affect the donors'

decisions and the level of acquisition of funding in NGOs.



Several factors determine donors' decisions about an NGO’s eligibility for
funding. These factors include; Its profile, historical and performance records (status),
its administrative systems, and its ability to use and manage funds (performance
efficiency): Its credibility with donors (transparency in reports): Its extent to which its
priorities and activities coincide with the priorities and activities of donors and
beneficiaries and other factors that affect donor decisions.(Fathalikhani & Soltani,2020;
Kuruppu & Lodhia, 2019; Tello & Hazelton et al., 2019).

One determinant of gaining the donors' trust is an NGO's status. The status has
acrucial role in increasing access to funds, irrespective of whether local or international
donors are involved because it reflects the performance of NGOs and their efficiency in
implementing projects and their conformity with donor requirements. Also, it shows the
NGO's reputation among the beneficiaries, for example, the geographical coverage of
NGOs, years of operation (growth of NGOs), and property. It enhances the image of the
NGO and shows its continuity and growth, which may affect the decision-makers
(donors) and support the legitimacy and credibility of NGOs in using funds. These
factors and others have been pointed out by Ahmed and Kbhan,(2016); Barry and
Tacneng (2014), and Ogeh Fiador, (2013).

Another crucial factor for donors is performance and effectiveness. It is a
measure of the results of the fund's performance (efficiency of use) by identifying the
achievements and knowing the difference between the input (funds) and the output
(expenses). It helps NGOs, stakeholders, and donors know the levels of administrative
efficiency and operation in the NGOs. The efficiency of the fund's performance also
refers to the administrative performance of funding in NGOs, which also needs special
activities to provide good administrative services and human efficiency. Good quality

results require funding and expenditures separate from the main projects, thus donors



are difficult to accept to pay any extra expenditures outside the targeted projects,
although these may help improve access to funds for NGOs (Pestana Barros & Nunes,
2007).

On the same hand, good results require good performance and a high level of
transparency, and management to be able to disclose the information of the results to
the public and gain donors’ trust. The actual financial data in the annual reports is a
statement of the actual situation within the NGO, which helps in obtaining sufficient
information on how the fund is used. Accurate and real disclosure of the utilization of
funds gives an accurate image of credibility within the NGOs, which enhances donor
confidence, and it may affect the acquisition of funds, thus ensuring that the NGOs will
continue providing humanitarian help for a future period.

In a nutshell, the results of NGOs are important in economic growth and
improvement. An increase in funds means an increase in projects, which reflects more
financial injections into countries through transfers from developed countries to
developing countries and countries in need (Yagub & Mtshali, 2015). It reflects the role
of NGOs in the mechanism of integration between groups of society through
transferring funds between social classes, which serves to reduce the economic gap.
Therefore, for NGOs to continue funding and maintain these activities, NGOs must
focus on the factors affecting the acquisition of funds and comply with the criteria set

by donors to obtain funds continuously.

1.3 STATEMENT OF THE PROBLEMS.

NGOs operate with no intention of earning any financial returns of profit, and they
completely depend on funding sources from a few donors. Often the activities of NGOs

stop working because of a lack of or interruption of funding, especially with the increase



in human suffering, the continuation of global economic crises, and the scarcity of
current financial resources. Matsimbi & Mtapuri (2014) indicated that there is a
decrease in funds from international and local donors at the global level. This decrease
limits the continuation of NGO activities, reduces humanitarian operations, and causes
the inability to complete targeted projects with unsatisfactory performance and
unsatisfactory efficiency (Larson & Wambua, 2011; Verissimo & Campbell et al.,
2018).

The issue of funding is almost crucial for NGOs and large international NGOs
alike. This issue is not only related to the availability and securing of funds but also
about ensuring the provision of humanitarian services to those in need. The process of
obtaining funds is a complex and difficult issue for some organizations due to its
relationship to many factors, limitations, requirements of donors, as well as competition
with other NGOs. It was also emphasized by Antrobus (1987) that the lack of funds
increases competition between NGOs and leads to pressure on NGOs to complete
projects, which leads to less focus on the main purpose of providing humanitarian
Services.

The importance of the continuity of the acquisition of funds needs to be stressed
even more now, whether for NGOs or beneficiaries because it helps in the provision of
humanitarian services and motivates NGOs to continue in efficiency and growth. This
importance does not focus only on the goals of relief programs for NGOs but also works
on other goals that work to improve the economic conditions and poorer countries. For
example, as shown in Appendix 1, Figure 1.1, the World Bank disclosed grants and
donations totaling billions of dollars to developing countries through (NGOs) and their
partners (WorldBank, n.d.). Another example is when NGOs hire staff to implement

programs that help increase the financial income of the individual, such as UNHCR,



which currently has about 17,000 employees, Oxfam about 10,000 employees, the
United Nations has 37,000 employees in 193 countries, and other goals for both
beneficiaries and NGOs.

Despite the difficulty of acquiring funds and the decline in the number of
international donations, it was found that funds are available to certain NGOs.
According to what was revealed in the financial reports on the websites of the large
international NGOs, it was found that they can collect funding on a permanent and
continuous basis, as they receive vast funds with increasing regularity. This is also
confirmed by Kuruppu and Lodhia (2019) wherein large international NGOs obtain
billions of dollars in contributions and receive constantly increasing funds annually,
while small and local NGOs suffer from limited access to funds.

The growing recognition of the need for funding from limited financial sources
needs to examine what are the determinants and factors that enable large and
international NGOs to obtain funds continuously for a long time. These factors were
highlighted and discussed in detail for local organizations only by Mweta (2018), Barry
and Tacneng (2014), and Ogeh Fiador (2013). It is necessary to examine these
determinants and study how they affect the acquisition of funds in NGOs and implement
them in small and/or new NGOs to increase their opportunities and potential of fund
acquisitions. (Gutiérrez-Nieto & Fuertes-Callén et al., 2008; Hooper & Ayoub et al.,

2013; Chung & Fischer, 2017).

1.4 RESEARCH OBJECTIVES AND QUESTIONS.
1.4.1 Research Objectives

The main objective of this study is to examine the determinants of acquiring funds in

large international organizations (NGOs).



The specific objectives are as follows:

1. To examine the effect of NGO’s status on the amount of funds acquired by
the international NGOs.

2. To examine the effect of the fund’s efficiency on the amount of funds
acquired by the international NGOs.

3. To examine the effect of transparency and disclosure in audited financial

reports on the amount of funds acquired by the international NGOs.

1.4.2 Research Questions

This study seeks to answer the research questions:
What are the determinants of acquiring funds in large international organizations
(NGOs)?
The specific research guestions are:
1.  How does the NGO’s status influence the amount of funds acquired by the
international NGOs?
2.  How does the fund’s efficiency influence the amount of funds acquired by
the international NGOs?
3. How do the transparency and disclosure in audited financial reports

influence the amount of funds acquired by the international NGOs?

1.5 SCOPE OF THE STUDY.

This research covers only large international NGOs working in the humanitarian sector
from developed countries. The NGOs that have been working in the field for over ten
years know the impact of growth on the acquisition of funds. NGOs have offices

operating worldwide. And NGOs have available and valid reports on the websites;



financial statements and annual reports that have been disclosed for the past five years
for the period between 2015-2019. Selection is the NGOs that received annual revenues
of about millions of US dollars during the last five years, and they disclosed the number
of total assets, total expenses, indirect administrative expenses, salaries, and the number
of missions worldwide. Importantly, NGOs are not from the United Nations UN
because the United Nations has a unique system and has governmental goals related to

governments. (See Appendix 1. Sample file).

1.6 SIGNIFICANCE OF THE STUDY.

The motivation for this study is to unveil the factors that influence the acquisition of
funds in large international NGOs because this topic has not been widely covered by
scholars, especially the areas of funds acquisition structures and methods of data
collection through financial and annual reports. Therefore, this study will examine the
factors affecting the acquisition of funds in large international NGOs and contribute to
the growing literature on the determinants of acquiring large funds.

The proposed study will be a very recent study employing an experimental
approach -to my knowledge- that was not common in NGOs through a study of the
disclosed amount published on financial statements. To identify and examine the
determinants and factors that affect the acquisition of funds for large international
NGOs with large annual revenues for the period 2015-2019. Most of the previous
studies have so far employed qualitative study by applying qualitative interviews, and
others applied a quantitative approach by surveying, using questionnaires, analyzing the
content of words or statements concerned with annual reports only, such as (Ahmed &

Khan,2016; Tello & Hazelton et al.,2019).



The data used in previous studies were not recent. Therefore, this study will use
the latest figures disclosed in the financial statements and reports related to large
international NGOs. The sample will be 57 to determine the factors for the acquisition
of funds, which these factors extracted and highlighted by previous studies and the
theory of the principal-agent to analyze variables from various backgrounds and
different points of view. As part of that, this study will contribute to enhancing the
quantitative approach by studying the acquisition of funds. This data collecting is a raw
source of large international NGOs, through the study of financial statements and annual
reports published on websites.

By carefully studying the factors that are most significant in determining whether
an international NGO will acquire funding, similar strategies can be implemented by
local and small NGOs to increase their chances of successfully acquiring substantial
funding. This will also ensure fair distribution of funds among the NGOs that are not
biased towards large international NGOs and hence enhance their overall efficiency in
delivering help to their targets. These factors will improve acquiring funds in NGOs,
will determine the factors that influence funding, and focus on the internal management
capacity and the external status of the NGOs, which will reflect the NGO's position and
enable the acquisition of funds to avoid any problems of funding during the life of the
NGOs. The results will also support that disclosing financial performance by providing

real data enhances the acquisition of funds (Euler, 2014).

1.7 ORGANIZATION OF THE RESEARCH.

1. This study will be organized into five separate chapters. The first chapter
contains eight sections: the introduction begins the chapter, then the second

section follows the background of the research and discussion about the



components of the research, and an explanation of the principal topics;
funds, NGOs, and donors, and highlights the most critical issues related to
the research. The next sections then follow the statement of the research
problem, objectives, and research questions, and then the fifth section
defines the scope of the definition of study, the sixth section explores the
exploration contribution of the study. The seventh, the concluding section,
IS organizing the research, summary, and conclusion.

The second chapter discusses the important previous literature related to the
purpose of the study. It is divided into three main topics: The first section
discusses the importance and the role of NGOs in acquiring funds, and the
second section provides a review of previous literature related to and
focused on the acquisition of funds in NGOs and the factors that influence
it. The third topic discusses the framework, and the structure based on the
theories and other theories and explores the variables selected. The section
ends with setting the research hypotheses related to the research, and then
the chapter summary.

The third chapter explains the research method used in this study and what
will apply in this research. Including the introduction, research design,
sample and selection method, data collection, study-related variables, and
the research variables model. The variables will be measured in this chapter,
and the model that will be used in this study is panel data regression
analysis. The final of this chapter is about the summary and conclusion.
The fourth chapter starts with an introduction to the chapter. Then follows
the descriptive analysis of the variables before and after transferring funds,

followed by the correlation between them. The panel's regression analysis
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