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Institutional funding is seen to play an essential role in ensuring the operational effectiveness and sustainability of Non-
Governmental Organizations (NGOs). As development organizations, these institutions are largely dependent on
institutional funding systems to ensure the successful execution of development activities and sustain themselves. This
research aims to identify the role of institutional financial sources, including government institutions, development finance
institutions, and donor organizations, in enhancing the operational effectiveness of these organizations. It also explores
the various financial assistance schemes, including grants, subsidies, project financing, and technical assistance, and their
overall impact on operational effectiveness. This research is based on primary and secondary data, including literature,
policy guidelines, and publications from relevant institutions. Based on the research, institutional financial assistance at
critical times is seen to enhance accountability, operational effectiveness, and sustainability of the organizations. It also
emphasizes the need for better coordination of financial institutions and the adoption of sound financial management
practices to ensure greater operational effectiveness.
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Introduction:

Non-Governmental Organizations (NGOs) are crucial actors in addressing social, economic, and developmental
issues at local and global levels. NGOs are involved in different areas of development such as healthcare,
education, environmental protection, poverty alleviation, and women’s empowerment. These organizations are
in direct contact with local people and are able to respond effectively to local needs and ensure participatory
and sustainable development.

However, NGOs are facing different operational challenges that affect their efficiency and sustainability. The
most important challenge is financial insecurity, which is characterized by irregularity and scarcity of funds and
is mainly dependent on short-term donor support. The NGOs are also not able to access institutional support for
financing operations. Therefore, it is important to understand that financial support from institutional sources
such as government agencies, development organizations, corporate donors, and foundations is crucial for
NGOs. This support is crucial in building effective and efficient systems of governance, ensuring accountability
and transparency, developing human resources, and scaling up operations. Thus, it is important to analyze the
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role of institutional financial support in addressing issues of NGOs and improving their operations and
sustainable development.
Statement of Problem:
However, the effectiveness of Non-Governmental Organizations (NGOs) in the promotion of social welfare and
development initiatives has been affected by financial instability and the lack of support from institutions. Most
NGOs are affected by issues such as the irregularity of funds, the reliance on short-term funding, and the need
to comply with reporting requirements by funding agencies. Financial instability has a negative impact on the
operational efficiency of NGOs, which is a major aspect that needs to be addressed to enhance the effectiveness
of development initiatives. Although various financial assistance initiatives are provided by institutions such as
government agencies, development finance institutions, and donor agencies, there are issues of accessibility,
adequacy, and strategic utilization of the funds that need to be addressed to enhance the operational efficiency
of NGOs. Therefore, the need to evaluate the role played by financial support from institutions in the
improvement of the operational efficiency of NGOs, with the aim of identifying the gaps that affect effective
collaboration and development initiatives, cannot be overemphasized.
Significance of The Study:
The study is relevant to a broad audience in the non-profit and development world. It will be particularly useful
to NGOs, who will benefit from a deeper understanding of how steady funding can improve their day-to-day
efficiency, sustainability, and quality of service delivery. Banks, funders, and donor organizations will benefit
from the study as it provides them with useful insights on the impact of different models of funding on NGOs.
It will also be useful to policymakers and planners who will benefit from the findings in their quest to create an
environment that will support the non-profit sector and enhance sustainability and institutional stability.
The study will be useful in the non-profit management and development literature as it seeks to understand the
concept of institutional funding and its contribution to capacity-building in NGOs. It will generate discourse on
governance, accountability, and sustainability and fill gaps in the literature on non-profit management and
development as it presents an integrated approach to understanding institutional finance. It will be a useful tool
in the non-profit and development world and will make a useful contribution to the literature and discourse on
non-profit management and development.
From a social and developmental perspective, the study also emphasizes the importance of well-structured and
supportive institutional financial assistance for NGOs to deliver impactful and sustainable social services. The
capacity building of NGOs will directly contribute to the development of the community, social welfare, and
growth, while promoting better fund utilization and partnerships within the development sector.
Limitations of the Study:
» Limited Geographic Scope

The study focuses only on certain NGOs in the (KDMC). Hence, the results may not be applicable to NGOs

in different geographic locations in Mumbai & India.
» Limited Sample Size
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Due to constraints of time and availability of responses, the number of NGOs surveyed in the study is limited.
This might have an impact on the overall results.

* Not Get Detailed Information
Some NGOs did not provide the required financial information. Hence, secondary research had to be relied
upon.

» Focus Only on Financial Institutional Support
The research focuses only on institutional support. The sustainability of NGOs depends on various factors
like volunteer support, government policies, and effectiveness of the leaders. All these have not been
considered in the research.

Objectives of The Study:

» To understand the assistance of financial institutional support in enhancing the operational capacity of
NGOs.

» To study the relationship between financial aid and program expansion of NGOs.

+ To evaluate the challenges faced by NGOs in accessing financial institutional support and policies.

Review of Literature:

* Helmut Anheier (2014) :
Anheier explains that when NGOs receive proper financial support, they start improving their internal
systems. Funding makes them more organized and helps them follow proper rules and structure in their work.

» Peter Frumkin (2005) :
Frumkin says that the way money is given to NGOs changes how they function. If funds come with
conditions like reporting and checking, NGOs become more responsible and result-oriented.

e Lester Salamon (2010) :
Salamon mentions that many NGOs keep struggling because they are always trying to collect donations. He
believes that regular and stable funding allows NGOs to focus more on their actual work instead of financial
stress.

» David Lewis (2014) :
Lewis states that only money cannot make an NGO successful. He says good leadership, trained staff, and
proper management are also important for long-term growth.

» Alnoor Ebrahim (2010) :
Ebrahim focuses on accountability in NGOs. He explains that when NGOs maintain transparency and proper
reporting, it increases trust and improves their performance.

Research Methodology :

The study is base on descriptive study provides an overview of the methodological approach adopted to examine

the impact of financial institutional support on NGO sustainability.

* Research Design:
The study design adopted is a descriptive and analytical study design. The study is cross-sectional in nature,
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i.e., the study has been conducted to examine the current relationship between the variables.

Universe and Sampling:

1. Target Population: The population under study is Non-Governmental Organizations (NGOs) that work in
the social and environmental domain.

2. Sampling Method: The sampling method adopted to select the population is the purposive sampling
method, which ensures that the population has prior experience with financial support.

3. Sample Size: The total sample size is 40 respondents, who are the representatives or leaders of the NGOs,
which is sufficient to test the hypotheses using statistical tests.3.3. Data Collection Tools

4. Primary Data: Collected through a structured questionnaire sent to the heads and financial officers of all
NGOs. The questionnaire was based on a mix of Likert scales (to assess agreement on sustainability) and
categoricals (to determine funding sources and challenges).

5. Secondary Data: Collected from various research articles, government publications on NGO financing, and
published literature on CSR trends in environmental management.

Data Analysis Techniques:

Quantitative analysis was performed on the data to make it objective:

1. Descriptive Statistics: Frequency distribution and percentage analysis were carried out to determine the
NGOs (years of operation, primary source of funding, etc.).

2. Inferential Statistics: A One Sample Z Test was performed on the data to test the hypotheses formulated in
this research work. This test was specifically carried out to test the hypotheses that the proportion of NGOs
with improved sustainability was significantly higher than the neutral proportion (0.50).

Variables of the Study:

1. Independent Variable: Financial Institutional Support (Availability of funds through CSR, bank loans, and
grants)

2. Dependent Variables: Organizational Sustainability, Operational Capacity, and Infrastructure
Development

Data Analysis and Interpretation:

Years of Operation:
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40 RESPONSES

mO0-3Years
4 -7 Years

m8-12Years

W12+ Years

Out of 40 NGOs, most of them have (82.5%) been operating for more than three years, with the highest share
(32.5%) in the 47 years growth phase. Only 17.5% are newly established. This shows that financial support is
largely accessed by experienced organizations focused on strengthening and expanding their activities.

Area of Work:

2% Cy\z% 2% 39 responses = Education
(]

2% 9 m Healthcare
Women Empowerment
m Rural Development
= Environmental Protection
= Animal Welfare
= Social Welfare

7.7% = Wildlife (Animal)

From 39 responses, Education emerges as the leading area of work (35.9%), followed by Healthcare (15.4%).
Causes such as Women Empowerment, Environmental Protection, Animal Welfare, and Social Welfare each
account for 7.7%, while a few NGOs operate in smaller niche areas like Food Donation and Wildlife Protection.
Overall, the findings show that over half of the organizations (51.3%) primarily focus on Education and
Healthcare.

Do You Get Any Financial Support From Financial Institutions ?
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38 responses

15.8%

YES NO

84.2%

Out of 38 responses, 84.2% of organizations reported receiving financial institutional support, while only 15.8%
operate without such backing. This indicates that most NGOs are well-connected to the formal financial system
and are able to access institutional funding for their activities.
e Financial Support Access

Question: Do you get any financial support from financial institutions?

1. H_{0} (Null): There is no significant difference in the number of NGOs that receive institutional financial

support and those that do not.
2. H_ {1} (Alternative): A significant majority of NGOs in the sector have successfully accessed financial
institutional support.
» As P value is <0.0001, alternative hypothesis will be significant.
In Which Form Financial Support is Given ?

2%
39 responses 2k

2% = Grant
) = Mixed Support
CSR Funding

m Donations

m Subsidy

® Donation Based Grants & CSR
Support

From 39 responses, CSR funding is the most common form of support (38.5%), followed by mixed funding
sources (23.1%) and grants (20.5%). Smaller shares come from subsidies, donations, and charity. This
indicates that NGOs mainly depend on non-repayable funds like CSR and grants rather than traditional loans,
highlighting a stronger focus on social impact—based financing.

e Form of Financial Support (Dominance)
Question: In which form financial support is given?
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1. H_{0} (Null): No single form of financial support (CSR, Grants, Loans) is more dominant than others
in the NGO sector.

2. H_{2} (Alternative): Corporate Social Responsibility (CSR) funding is the most prevalent form of
institutional support provided to NGOs.
» As P value is greater then 0.05, that’s why null hypothesis is considered.

How Easy It Is To Obtain Finance?

40 responses

m Very Easy
Easy

u Moderate

m Difficult

= Very Difficu it

Out of 40 respondents, 60% described the process of obtaining finance as moderate, meaning it is manageable
but requires effort. However, 35% found it difficult or very difficult, showing notable challenges. Only 5%
considered it easy, and none found it very easy. Overall, the results suggest that most organizations
experience at least some level of difficulty in securing financial support.
e Ease of Obtaining Finance
Question: How easy is it to obtain finance?
1. H_{0} (Null): NGOs perceive the process of obtaining institutional finance as neutral or easy.
2. H_{3} (Alternative): NGOs perceive the process of obtaining institutional finance as significantly
difficult or moderate due to systemic barriers.
» As P value is <0.0001, alternative hypothesis will be significant.
Which is the Main Challenge You Faced While Applying For Funding ?
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., 2%
2%

2%
= Documentation
= Approval Delay
Lack of Information
® Program expansion
m Early stage funding
m Scaling programs
= Specialized care funding
= Awareness and network
Consistent sponsor
= High Interest Rates
m collateral requirement

From 40 responses, documentation emerges as the biggest challenge (32.5%), followed by approval delays
(27.5%) and lack of information (25%). Other issues like collateral requirements and high interest rates
account for 15%. Overall, the findings show that most difficulties are administrative and procedural,
suggesting that simplifying paperwork and improving clarity could make funding more accessible.
¢ Prevalence of Administrative Barriers
Question: Which is the main challenge you faced while applying for funding?
1. Null Hypothesis (H_{0}): Documentation requirements do not constitute a majority challenge for
NGOs seeking funding (p = 0.50).
2. Alternative Hypothesis (H_{4}): Complex documentation is the primary and majority challenge faced
by NGOs (p > 0.50).
» As P value is <0.0001, alternative hypothesis will be significant.

Do you feel that financial support has increased your sustainability?
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From 40 responses, 70% of organizations (37.5% agree and 32.5% strongly agree) believe that financial
support has improved their long-term sustainability. About 20% remain neutral, while only 10% disagree.
This indicates that most NGOs view institutional financial support as an important factor in maintaining and
strengthening their long-term stability.
e Impact on Organizational Sustainability
Question: Do you think financial support has enhanced your sustainability?
1. Null Hypothesis (H_{0}): Financial institutional support does not in any way increase the perceived
sustainability of NGOs (p = 0.50).
2. Alternative Hypothesis (H_{5}): Financial institutional support does increase the perceived

sustainability of NGOs (p > 0.50).
» As P value is <0.0001, alternative hypothesis will be significant

40 responses

= Strongly Agree

= Agree

= Neutral
Disagree

m Strongly Disagree

» ZTEST
Decision
Questions n X Z-Statistics P-Value (P =0.50)
Financial Support
Access 38 32 5.783 0 | Significant
Form of Support 39 15 -1.481 0.9307 | Non-Significant
Ease of Finance 40 38 13.059 0 | Significant
Main Challenge 40 34 6.199 0 | Significant
Sustaintability Impact 40 28 2.76 0.0029 | Significant
Challenges:

1. Limited Access to Institutional Funding: A major challenge for NGOs is the unequal access to financial
or Institutional support. While some well-established NGOs are able to secure funding, a significant number
of smaller or newly formed NGOs struggle to obtain support due to lack of visibility, credibility,
organizational networks. This creates an imbalance within the NGO sector.

——
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Dominance of Specific Funding Sources: Organizational funding is often concentrated in specific forms
such as CSR grants, while other forms like long-term grants or low-interest loans remain limited.
Overdependence on CSR funding makes NGOs vulnerable to changes in corporate priorities and economic
conditions, reducing financial stability.

Difficulty in the Financing Process: Many NGOs perceive the process of obtaining institutional finance as
moderately difficult to highly complex. Lengthy approval procedures, strict eligibility criteria, and delays in
fund disbursement discourage NGOs from applying for financial support. This affects project planning and
implementation.

. Complex Documentation and Compliance Requirements: One of the most critical challenges faced by

NGOs is the extensive documentation and procedural formalities involved in funding applications.
Requirements related to legal registrations, audits, impact reports, and compliance with financial regulations
demand technical expertise, which many NGOs lack.

Limited Capacity to Meet Institutional Expectations: NGOs often face challenges in aligning their
objectives with donor expectations. Institutions usually demand measurable outcomes, professional
reporting, and strong governance structures. NGOs with limited managerial capacity find it difficult to meet
these standards consistently.

Remedies for the study:

1.

Simplification of Funding Procedures: Organizations in the financial sector should simplify funding
procedures. This can be done by reducing documentation, using standardized forms, and providing
guidelines. This can help NGOs in their application and funding procedures.

. Capacity Building and Training Support: Organizations should provide training programs to NGOs to

help them in their financial management and application procedures. This can help NGOs, especially small
ones, in meeting the institutional criteria and increase their chances of funding.

. Diversification of Funding Sources: Organizations in the financial sector can help NGOs in diversifying

their funding sources. This can be done by providing a mix of grants, low-interest loans, and long-term
funding.

. Strengthening Transparency and Communication: There is a need for effective communication between

NGOs and financial institutions. This can help them
understand the reasons behind the rejection of their applications, which can help them in preparing better
applications in the future.

. Timely Disbursement of Funds: Delays in the disbursement of funds can affect the operations of NGOs.

Financial institutions should help in the timely disbursement of funds, which can help in the smooth operation
of NGOs.
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Conclusion:

The research has also emphasized the need for financial institutional support in the development of non-
governmental organizations. It has also been found that though there are many non-governmental organizations
that have been able to secure financial institutional support, still many organizations are facing challenges in
terms of complex processes and documentation and also lack of awareness regarding financial institutional
support. It has also been found that Corporate Social Responsibility funding is the most dominant financial
institutional support. At the same time, it has also been found that there is a high possibility of financial risk. It
has also been found that the process of obtaining financial support is moderately difficult. It has also been
observed that though non-governmental organizations are facing challenges regarding financial institutional
support, still they are of the view that financial institutional support is positive from the point of view of
sustainability. These areas need to be improved in such a way that these organizations are able to play an
effective role in fulfilling the social and developmental needs of the people.
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