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ABSTRACT
Nongovernmental organizations for a long time hstepped in to provide services where the
government and private sector for one reason oradther have been unable to provide.
Government’s absence from the provision of suclvises has mainly been as a result of
budgetary constraints. These NGO'’s are mostly déunated and this funding is provided for a
limited period. The purpose of this study therefaas to find out the strategies for mitigating
effects of donor withdrawal in NGOs projects op@@gtin Mombasa County, Kenya. A
descriptive research design was adopted for thaysta the study census survey was used in
accordance to the characteristics the elementeipapulation possess. The research targeted all
the 65 NGOs in Mombasa County. The target populati@s65; since it was a manageable
numberthe entire population was used. A pilot studg conducted to check the instruments
reliability and validity. Data was collected using structured questionnaire which was
administered personally, via e-mails and pickeératfhey had been filled. The study revealed
that strategic financial managements by NGOs sushair projects against adverse effects of
donor withdrawal income diversification was alsm#er great area which nongovernmental
organizations should consider in Mombasa Countyit@ate effects and to be on the move. The
researcher recommends that NGOs should involvedélmes in activities like providing social
entrepreneurship activities that are geared towgsteerating income for them. For example,
local NGOs should involve themselves in activiligs cheap education provision, selling of the
golden commodities like water and selling of infatran. In Mombasa, as much as NGOs have
been advocating for human rights, they got to fomusocial responsibilities like providence of
education, education etc. that are aimed at brgngm extra coin into their budgets. Finally, the
researcher recommends that the NGOs relationshipagement with the donors and the
governments should be the chore value of operatibims should be achieved through properly
structured information management that will delittee relevant and up to date information to
the donors, through accountability and properlyppred/published financial statement and
above all through rightfully linked communicatioritivthe donors.

Xi



CHAPTER ONE

INTRODUCTION
1.1 Background of the Study
Donors whether local or international have playesignificant role in the social development
process in all regions of the world through suppgrvvarious projects run by NGOs. They have
particularly been critical in circumstances wher@at& funds have been limited, political
situations has been fluid, natural disasters negulfrom both predictable and unpredictable
environmental circumstances occur, ethnic strifearmpant, and the level of percapita income
has severely restricted the ability to purchaselegéegoods and services-social, educational and
economic asserts WHO (2010).

According to Polidano and Hulme (1999), cited bylONF (2011), donors have been providing
much of the funds for reform initiatives, in padiar Africa. Most donor agencies have taken the
centre stage in the selection and definition ofjgmts to finance. Theoretically donors have
responded to the needs identified by client govemsbut practically they have often identified
clients' needs for them and channeled major ofuhds through the NGOs and other CBOs in
these countries. An example is from the World Bargérvice delivery survey methodology,
which has been aiming at developing service quatimdards for public bodies on the basis of
user surveys, designing the best and relevantgisognd at times contacting the relevant NGOs
through which achievements and projects implememaiould be executed (World Bank report,
2009). However, when donors like World Bank witherideir support for the selected NGOs in
various parts of the world, most NGOs fail to fulipmplement their projects, some of them
collapse while others come up with strategies Bkegaging in income generating initiatives

aimed at ensuring their continued survival and afens (World Bank, 2010).

From a global perspective, over 10% and 15% ddidlko developing countries (over $6 billion)
has been channeled by or through Non-Governmentgdrration Emergency assistance has
accounted for a significant (and in recent yeaisng) share of total NGO aid flows, the majority
of it providing for development projects and pragmaes (USAID, 2013)Donors who have
funded development projects have been involvedviida range of activities and programmes at

national and regional levels whose aim has beampoove the well-being of the poor people.



Several donor agencies such as Faith- Based Oggmmg, NGOs such as United Nations
Education, Science and Cultural Organization(UNEECOnited Nations Children's Fund
(UNICEF), World Food Programme (WFP), United Nasidmvironmental Programme (UNEP),
Red Cross International project (RCI), and othem@unity-Based Organizations (CBAsve
historically provided vital services to needy paigns and contributed significantly to the
strengthening of many individuals' lives, familesd communities (Vidal, 2001, cited GALP,
2010).

Donors and donor agencies have acted as vehiclesialm government and other agencies have
channeled their resources to help the communitytaadyoor of the poor. They have diffused
political anger and roll out as aid or benevolewtat people ought to have by right. With a lot
of funds going into projects and with increaseddnet interventions especially in the social
aspects of life including health, education anddfeecurity, adoption and implementation of
proper M&E practices is therefore crucial to enssustained retention of realized benefits by
these projectsSlater and Farrington 2009)However recent M&E reports on the projects
carried out by NGOs has seen a good number of damithdraw their funds or channel them
elsewherg Ahsan and Gunawan, 2010). This saw representdftives 22 European NGOs and
NGO networks, along with consultants and acadensmsiing together in Oxford on 27
November 2012 to discuss the issue of aid withdkguaatnership and the sustainability of civil
society organizations (CSOs) and other projectienLDCs (MDGs, 2013). This withdrawal of
funds from the social protections and NGOs has aaamimber of NGOs operating in most parts
of the LDCs change their policies and activitiassthimiting their achievements in providing the

intended services.

India for example is now a lower-middle-income cloynexperiencing considerable economic
growth and profound social change. With increasecegiment capacity, donors are decreasing
their aid for social services or pulling out frompgorting various projects carried out by NGOs
in the country. In response to the changing enwramnt, a number of international NGOs have
withdrawn or are withdrawing from India, sometimésven by changing priorities of their
upwards donors, sometimes due to changing needsaattitions on the ground. According to

Dubochet (2012), India has been getting most ofuitsls for social protection, NGOs projects



and civil societies from the UK. However, the UKvimy reconfirmed its commitment to India

in May 2012, suddenly announced in November thatettwould be no more Programme aid
provided to India’s NGOs, civil societies, sociabfection programmes and even government
projects after 2015. Instead the UK would contitmisupport India through technical assistance
in areas of expertise, with a strong focus on tieafe sector. In a recent series of workshops in
India, it emerged that Community Social Organizai¢CSOs) and NGOs that have long relied
on external partners for support appeared comgleteprepared for funding cut backs which

have been happening as donors have withdrawn fneroduntry.

This has pulled a lot of NGOs out of India as pearth 2014; whereby a remarkable number of
7 NGOs operating in India have terminated theivises due to the fact that the funding from
the international donors in England was prematwetiidrawn (UN, 2014). This withdrawal of
the donors has left many projects in India undetédh ill funded, some closing down while
some other projects have been adjusted from thialinbjectives of set up; a factor that has left
the NGOs at a cross road (Gol, 2014). For exantpke,water projects, health projects and
education projects that were initially funded by ttionors and run by the local/international
NGOs have had recent issues due to the withdrafvdbiors. In response, most NGOs like
those giving social protection like community medion, protection against the vulnerable poor
and save the kidney initiative operating in Mariilve had adaptation strategies that saw their
continual survival after the exit of the internaa donors. Save the Kidney Initiative for
example has for three years now come up with basileans where it runs a fleet of hospitals in
the rural parts of East India that are frequentbylbled by conmen who lure innocent citizens
towards selling their kidneys. Also it has adjustedolicies to include investment in real estate
where it builds houses for the peri-urban poor saoaget extra income. The social protection
scheme in India has been partnering with governrmaedt other local NGOs with the aim of
raising finances to sustain their operations beythreddonor funding (PRIA, 2012). Besides,
sustainability strategies supported by withdrawdanors appear to have focused mostly on
internal capacity building, rather than consolidgtalternative sources of funding. Such sources
are growing, but slowly. These include: family aocorporate philanthropy, corporate social
responsibility resources (although often CSR resemirare very short-term and materially



focused); tapping into support from a growing méldilass; and social enterprise models
(Dubochet, 2011).

In Ghana,as part of the measures aimed at addressing tlditioois of the people, and as a
means to redress the imbalances between rural @doach @reas in terms of development and
other projects aimed at raising living standard§Q¢ are playing a vital role. Many NGOs are
undertaking a number of activities in Agriculturdgealth, Education, Research and most
importantly, gender development (Ghana Budget Spe11). In some deprived rural areas in
Ghana, for example, the most commonly known nansescaated with their development is
either World Vision, Plan Ghana, Action Aid, CaticoRelief Services (CRS), Adventist
Development and Relief Agency, Concern Universaidpiag others. This is because, it was the
NGOs that provided them with clean drinking wattre clinic in the village center, the
afforestation project, credit facilities, schoolilding, extension services and many more (Bob-
Milliar, 2005).

The activities of some of the local and foreign Ns&G@perating in Ghana have transformed
whole communities and have benefited a lot of tmalrdwellers. Some NGOs, through their

activities have replaced perpetual misery with semées to those poverty-stricken and almost
forgotten groups of rural dwellers. This is espiégitue in the areas of general development,
where international and national NGOs support thar @nd the disadvantaged in their efforts to
improve their living conditions (Edusei 1997, citad Department of Social Welfare, 2009).

However, the withdrawal of donor funding to thes&®s due to the MDGs’ strategy of

transforming countries from being dependence tanblependent ,has left most projects cut
short. According to diary graphic report on ‘Dargy@f dependence on external funds and
market,’ carried out in water and sanitation prtgemedical and agricultural projects in 10 rural
districts in Ghana showed that the lives of thepteeavho depended on donor funds and NGOs
for funding in various projects was miserable amgbathetic situations immediately the donors
withdrew or cut their funds. This led to the faduof most of the NGOs while others had to
adjust the projects they were initially undertaksmgas to fit into the current demands; leading to
a wider long term effects on the intended develagmeojects (Warner,2008; 2011). According

to Lka (2009), NGOs are just projects like any otheject and therefore need to continually
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adjust their structures, policies and ways of ofp@ma so as to continue selling in turbulent
situations. It is in this view that most NGOs esalgthose involved in Agricultural activities in
Ghana started partnering with the government ir02partnering with other NGOs that gave the
same products and services and to other extentdved themselves in business generating
activities like selling of hybrid seeds to the goveent and local farmers so as to maintain their

capital base for continued survival.

According to a report published by the UN (2013jpast all the 21 NGOs that were initially
operating in Kampala and northern Uganda parts \gezatly affected when donors withdrew
their support during the general election a fewryesgo. This forced most of these NGOs
especially those fighting for the marginalized pgedjke the Lesbians and Gays organization of
Uganda restructure their operational plans, merigie ather NGOs offering similar services like
the civil societies and human rights organizatiohlso other NGOs like the APDK Uganda
went in extra activities like starting corporatesimess, running community based schools and

managing their finances at their minimal operatisoss to survive in the harsh market.

According to World Bank 2010, in Kenya, an incregsproportion of official assistance has
been and is being channeled through NGOs, a tranting in the early 1980s. Major revisions
in thinking about the justification and purposeirmernational aid in a post-Cold War era have
resulted in an expectation that NGOs as civic acaoe an important institutional system which
can help governmental donors achieve both sustairtgyelopment and political goals. NGO's
in Kenya are regulated by The National Council @®s, popularly known as the NGO Council
(GoK, 2013). This is a self-regulating, non-pantisedy comprising all registered NGOs. It was
established in August 1993 under the Non-governahédtganizations Co-ordination Act, 1990
as a forum of all voluntary agencies. The NGO Cdumembership includes international,
regional and national NGOs operating in Kenya awodkiag with a host of CBOs and groups.
These NGOs are active in a cross section of seatbeseby they undertake various projects in
areas including: agriculture, water, education,immment, health, human rights, gender and
development, children’s rights, poverty alleviatipeace, population, training, counseling, small

scale enterprises, disability and many others.



While a number of NGO’s in Kenya have achieved aastriative efficiency, most have major
difficulties. Efficiency cannot be guaranteed besmwf the nature of the NGO'’s themselves.
Many of them are new, small and without guarantesgdre. This is especially the case with
local or national NGO's that are still struggling put effective and efficient managements
systems for good governance in place and whoseavalrargely depends on donor funding
(UNICEF, 2009). These difficulties in efficiency the projects they undertake in the country,
have forced most of the donors to withdraw thepput. According to the World Bank report
(2012), approximately twenty NGOs withdrew their ndees to Kenya due to

underfunding/withdrawal of funding by the donorsrir the foreign countries. This was majorly
fueled by the toughest rules and regulations putth®y then seen as unstable coalition

government.

NGOs are expressing difficulty in finding sufficiemppropriate and continuous funding for their
work and the projects they undertake since theduiction of the NGOs bill by President Uhuru
Kenyatta last year. This has left NGOs like APDKhmio option except starting projects that
can sustain their funds. For example, the APDK&0& have set some tourism attracting hotels
and outdoor catering income generating activitrevarious parts of the country like Eldoret,
Naivasha, Nyeri and Thika. Also, NGOs like maRsehpartnered with other local NGOs like
Transparency International and Elimu Yetu to stattools, share staff and develop common
infrastructure to give them an alternative incoméHQO, 2013), (NGO Council, 2012). A study
carried out by the BBC international (2013) indezhthat most NGOs in Mombasa region have
not only felt the heat of donor withdrawal but haaleo taken measures that will see them
survive after the exit of the donor. The Bombolukorkshop for example operating in
Mombasa’s Nyali constituency was started to offethbhotel, semi-banking and curving
activities after the Switzerland government withvdiés funding to the disabled people living in
the area. This has seen the disabled people ag=zbeidth the APDK branch in Bombolulu
workshop being trained and integrated in variouslpction activities that generate income for
the NGO. APDK Likoni branch has also been runnihg tikoni Quality furniture; a local
furniture manufacturing firm that has greatly stdproducts among the locals of Mombasa and
the whole country at large. The KWTF for example h@oved into small banking activities in

Mombasa and its environs, the SOS has been rumamg community based water provision



services that create them extra revenue, Coastl@®uent Initiative has been collaborating

with the county and provincial leadership to geeatra source of income.

1.2 Statement of the Problem

According to the NGO report (2011), the Governmemtourages partnership with the private
sector and other non-state actors &ddnanchiin order to complement government efforts.
NGOs have an important role to play in the provisad social and economic services via the
various projects they undertake. NGOs address shvissues ranging from lobbying, advocacy
and human rights to service provision. They brimgatvity, innovation and develop strong
community links thereby playing a catalytic roleimproving the delivery of various types of
services, hence the justification of an NGO’s Bgliwhich recognizes NGOs as development
actors in their own right. Given the increasing tens of NGOs, there is need to enhance self-
regulation, transparency and accountability of NGIs establish modalities for interaction
between NGOs and the State and between NGOs ard siikeholders. Despite the increase
need of donor funding to government and NGOs togvaalerty reduction programs, the state
of funding in Kenya has been in a volatile state ttuvarious reasons that threaten the donors
thus affecting the projects undertaken by the N@&@ding to more poverty in Kenya (Kvinna,
2011).

The World Bank 2012 reports that, with 1.275 billidollars collected annually, Kenya is a top
twenty recipient of bilateral, multilateral, govemantal and nongovernmental aid/donations. The
United States and the United Kingdom (U.K.) are tbp two contributorsto the country.
USAID, the Department forinternational Developm@DFID) and the Canadian International
Development Agency (CIDA), as well as other indiasized economies, often condition
development assistance on political reform or nhetdA\ccording to Were (2008), the United
Nations, European Union (EU), and East African Camity (EAC) are among the most active
governmental, international and regional donors sghdevelopment assistance funds projects
related to media development. Other important neegonental organizations that directly or
indirectly contribute to the health of the medialude the Christian Children’s Fund (CCF),
World Vision, Oxfam, and the Ford Foundation.



However, recent studies carried out after the PEY007/2008 in Kenya showed that 12% of
the projects planned by various NGOs could notdmmaplished while 15% failed to kick off

completely due to the withdrawal of both local amrnational donors’ support. This issue even
widened further due to the emergence of securitgatis by Al Shabaab and other criminal
organizations like Mungiki towards the end of 2@NI2 that forced some internationals
withdrawal both direct and indirect funding to badical and international NGOs (Kenya Open
Data, 2011). This brought major effects in projactd to NGOs dealing with health especially
HIV/AIDS, education to OVCs, water and sanitati@griculture among others (Brautigam,
2009). Many NGO'’s therefore continue to cease djmers by the day often due to lack of
sustainable funding. Many new NGOs fall into théégtli of un-sustainability, as they operate for

a summer or for a few years and then fade away.

Due to these unprepared advance effects causednoy @ithdrawal on Kenyan NGOs, most of
them have always run at a high speed to engageher evays that will give them funds to

continue surviving and operating. For example, nodshe NGOs like KWT and Kenya Blind

and Low Vision Persons have been found to havelwedothemselves in income generating
activities, others have merged their activitieshwgllow NGOs, others have partnered with the
government while the rest have moved at speed jtstatheir policies, plans, their actions and
projects so as to fit in the prevailing situati@héuvet, Collier, Duponchel, 2010). Due to this
insurgence of problems and effects associated datmor withdrawal from funding NGOs’

projects in the country and struggles that the N@G@s making to sustain their projects, the
research intends to investigate the influence ebdavithdrawal on the sustainability of NGOs

projects implementation in Kenya while focusingd@Os operating in Mombasa County.

1.3 Purpose of the Study

The main purpose of this study was to examine traegjies for mitigating effects of donor
withdrawal on the sustainability of non-governméntaganizations’ projects in Mombasa
County, Kenya.



1.4 Objectives of the Study
This study was guided by the following objectives:

To find out the extent to which involvement by NG{@sincome generating activities
ensure their projects sustainability against advesffects of donor withdrawal in
Mombasa County, Kenya.

To examine how income diversification by NGOs swustheir projects against adverse
effects of donor withdrawal in Mombasa County, Kany

To find out the extent to which strategic finanaihnagements by NGOs sustain their
projects against adverse effects of donor withdfawklombasa County, Kenya.

To examine how NGOs relationship management su#it&in projects implementation

against adverse effects of donor withdrawal in Mas@gCounty, Kenya.

1.5 Research Questions

The study was guided by the following research tioes.

What is the extent to which involvement by NGOs$nicome generating activities ensure
their projects sustainability against adverse effexf donor withdrawal in Mombasa
County, Kenya?

How does how income diversification by NGOs sustdimeir projects against adverse
effects of donor withdrawal in Mombasa County, Kany

To what extent to which strategic financial managets by NGOs sustain their projects
against adverse effects of donor withdrawal in Mas@gCounty, Kenya

How does NGOs relationship management sustain pnejects implementation against
adverse effects of donor withdrawal in Mombasa @pukenya?

1.6 Research Hypothesis

The study was guided by the following hypothesis:

1. Hi. Involvement by NGOs in income generating actigitieas a great influence in

ensuring their projects sustainability against askweeffects of donor withdrawal in
Mombasa County, Kenya.

. Hi. Income diversification by NGOs has a significanfluance in their projects

sustainability against adverse effects of donohaviawal in Mombasa County, Kenya.



3. HjStrategic financial managements by NGOs have aifisignt influence in their
projects sustainability against adverse effectdarfor withdrawal in Mombasa County,
Kenya.

4. HiNGOs relationship management has a significanuemite in the sustainability of
their projects implementation against adverse &ffe€¢ donor withdrawal in Mombasa

County, Kenya.

1.7 Significance of the Study

With the ever increasing need for funding to NG@sjects in the country and the LDCs at

large, there is a need to look at the need ofbieigonors and sustainability after the donor
withdrawal. Donors have constantly withdrawn thsupport to NGOs undertaking various

projects at the local and national levels, makirgpad number of them stopping their projects
and some being re-adjusted to meet the constraloedr funds (GoK, 2010). The findings of

this study are important to the donor fraternitgd &GOs in Kenya and beyond since the insights
on how NGOs are strategizing to ensure their caetinsurvival after the donors have

withdrawn.

The study has highlighted a number of strategias should be undertaken by NGO so as to
avoid being negatively affected incase the dondfreduce their funding. This will help the
existing NGOs and the upcoming ones engage in igesivthat will always keep them in
operation and keep them at maximum point of opamatit will also help these NGOs be in the
position of restructuring their policies and plawsas to fit in the new situations after the donors

have declined/reduced their funding.

Finally, the study will be useful for future reselfaers and academicians as it willprovide them
with reference information for further studidsis worth noting that this study area has natrbe

widely researched and therefore, the study is fogmit in that it will contribute to the literature

1.8 Basic Assumptions of the Research
This study had the assumption that involvement IBQY in income generating activities was

one of the best strategies aimed at ensuring sa$iidity against adverse effects coming as a

10



result of donor withdrawal in Mombasa County, Kengéso the study had the assumption that
income diversification by NGOs has a significarftuance in mitigating against adverse effects
of donor withdrawal in Mombasa County, Kenya anastensuring their sustainability. It further
presumed that strategic financial managements byO&®ave a significant influence in
mitigating against adverse effects of donor withadda thus adjusting them to required
sustainable measures and it finally presumes tN&QOs relationship management has a
significant influence in mitigating them againstvarse effects of donor withdrawal in the

country.

1.9 Limitations of the Study

The major limitation of the research was time anthricial resources. For example, time
allocated for the research and for the work plaes greatly in competition. However this was
overcome by creating time during the weekends, iagenand at times travelling during lunch
breaks to link with the supervisor in the Universat Mombasa town as well as the respondents
in various places. Financial constraints were aomelallenge especially where the researcher
was required to travel to rural places like Magorsgml Mwakirunge to gather information.
However this was overcome by using strategic inforta in the field. The recent security
situation in Coast region and her environs wastardimitation. This made it difficult to access
most of the respondents without suspicion; sineg theated one suspiciously. Also most of the
locals who benefit from the NGOs projects usedMhjgkenda dialect and this was a challenge.
However the study delimited itself by using enuntenisafrom the local Mijikenda community

and translators.

1.10 Delimitations of the Study

The study delimited itself to the sustainabilityaségies against adverse effects of donor
withdrawal on non-governmental organizations (NG@®)jects in Mombasa County, Kenya.
The geographical scope was selected from the N@@$mjects performed by these NGOs in
Mombasa County. The research targeted the manag&eet of NGOs of projects that directly

have been hit by donor withdrawal, in Mombasa Cpunt

11



The researcher found it convenient doing the retesince he is ailing from Mombasa County

and is familiar with most of the organizations aN&Os projects that have faced donor
withdrawal in this area and this would make it eafor him to obtain the required data from the
target population. The researcher used a consantdeeking the acceptance or rejection of the
respondents to participate in the study and thilsassure the respondents of their voluntarism in
participation in the research. The researcher watdnterview by administering questionnaires
to the managers of various NGOs and NGOs’ staftef§ with knowledge on effects of donor

withdrawal on projects implementation and this ioyad the integrity of the research in terms of

quality.

The researcher administered both questionnairekagdnformant guide to the respondents in
order to obtain both quantitative and qualitatiméoimation and this improved the research

findings in terms of quality.

1.11 Definitions of Significant Terms

Financial Management-All the efforts and measures designed to managel fra

Financial sustainability can be gauged by an organization‘s net incomesftihglus of revenues
over expenses); liquidity (the cash available tp Ipdls); and solvency (the relationship of assets
and debt or liabilities).

Funds- Sum of money saved for a particular purpose.

Fund raising costs:These are amounts spent to induce others to mdketaoy contributions to
the NGO. It includes expenditure on advertising divdct merit materials, agent‘'s charges for
acting as fund raiser on behalf of the NGO.

Non-Governmental Organization (NGOs) - Gerald Steinber (2003) defined NGOs as
autonomous non-profit and nonparty/ politicallyileffed organizations that advance a particular
cause or set of causes in public interest. DebBeate (2007) further calls NGOs as sub species
of civil society, as civil society is much olderatthg to back to the ancient philosophers of
Greece. For this study, NGOs will include big orgations that often play an intermediary role
because of their institutional capacity. The resear has also included cooperative societies
such as the micro credit associations, and thosehe category of community-based

organizations.
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Risk Management: Is a comprehensive and systematic approach aimedeaitifying,
measuring and controlling an entity’s exposure doigental loss, theft and liability involving
human, financial, physical, and natural resourdése term has been used with reference to
organization re-orientation towards attainmentidificial sustainability.

Strategy: The many definitions of strategy found in the masmagnt literature fall into one of
four categories namely plan, pattern, position, g@edspective. According to these views,
strategy is a plan or a means of getting from heréhere, a pattern in actions over time, a
position, which in essence reflects decisions fergdarticular products or services in particular
markets and a perspective, that is, a vision amection, a view of what the company or
organization is to become (Nickols, 2000).

Strategic financial management: Strategic financial management involves planning,
organizing, controlling and reporting on the finehaesources of an organization to achieve
organizational goals (David, 1989). Strategic fitiahmanagement has been used to imply a
deliberate and integrated set of actions or stregegimed at increasing the long term well-being
and strengths of an Organization relative to itmjgetitors financially.

Sustainability: This term has been used in the study to mean ttigyalf a NGO to secure and

manage enough resources, human and financialfib iftslmission effectively in the long term.

1.12 Organization of the Study

This research is organized as follows, Chapter isnéhe introduction which includes the
background of the study, statement of the problaumpose of the study, objectives of the study,
research questions, statement of the problem, parpd the study, objectives of the study,
research questions, research hypothesis, signican the study, delimitations of the study,
basic assumptions and the definition of significkemtns. Chapter two covers literature review,
the key theories of the independent variables m@idsed and then summarized in a conceptual
framework. Chapter three describes the researchaaelogy providing a justification of the
choice of research design, demonstrating how dallaction instruments were validated and
concludes with an operationalization of variabldea

Chapter four outlines the presentation, analysid mwerpretation of the data. Chapter five
provides the summary of findings, discussions, k@ions, recommendation and suggestions

for further research.
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CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction
This section summarizes the literature that isaalyein existence regarding non-governmental
organizations and strategies they use to incrdase funding and how to mitigate effects of
donor withdrawal. It presents an overview of pregiavork on related topics that provide the

necessary background for the purpose of this relsear

2.2 Participation in Income Generating Activities & a Strategy of mitigation by NGOs
According to Dubochet, (2012), Nongovernmental oizations experience difficulty in finding
sufficient, appropriate and continuous funding fbeir work and future planned/intended
projects effectively and efficiently. They find @&ssing donors as challenging as dealing with
their funding conditions. They perceive there to bertain cartels of individuals and
Nongovernmental organizations that control accessonhor funds. They have limited resource
mobilization skills and are often not looking farfds that are available locally, preferring to
wait for international donors to approach them tigto volunteer help/forced partnerships. Local
Resource Mobilization provides potential for Nongmwmental organizations to raise funds from
local businesses, individuals, government and lpcgénerated income avenues (Chauvet,
Collier and Duponchel, 2010). To do this, nongowsntal organizations must have strong
governance and accountability mechanisms, cleategfies and targets, strong monitoring and
evaluation teams, well laid down and convincingongobjectives and local credibility. There is
a high dependency of donors and a tendency toistefventions to match donor priorities since

in most local NGOs; there is a lack of financiabjpct and organizational sustainability.

A study carried out by PRIA (2012) on the Civil &g in Changing India after the much
experienced donor withdrawal from major cities asrindia in 2010/2011, it was recommended
that, local Nongovernmental organizations must hencerned with three aspects of
sustainability: enduring impact, the continuityrefources, and the viability of the organization.
Sustainability within each category requires intfighagility; overall sustainability depends on
creating a virtuous spiral linking the three catgg®in a positively reinforcing way. The study

noted that there is often a wide gap between wlatghvernmental organizations say, what
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NGOs do, and how people perceive Nongovernmentgrmzations. Despite all the rhetoric
about participatory development and building steyngvil society, very often nongovernmental
organizations tend to ignore actively communicatimgth and listening to their local
constituency. Business activities generate incoaneNfongovernmental organizations through
"rent” on factors of production, and the skillfubrobination of these factors in "income
generation programmes". The very idea of dabblmgusiness speculation and risk-taking with
an eye on profit making appears to be anathematmdlyernmental organizations (Lka, 2009).
Many simply do not have the skills to do any kirfcdbasiness - that's why they are there in the

Nongovernmental organization sector, anyway.

However, studies across the world have shown ti&D8loperating in developed countries and
developing countries like USA, Canada, and Malapsiae been and are still engaging in some
community based business activities that are géngran extra revenue to the otherwise
strained NGO budgets. Barka (2011) carried a studyBrazil about empowerment and
discovered that the almost 45 big and small NGQ@d Had suffered the setbacks of donor
withdrawal were forced to engage in various incogenerating activities that aimed at
substituting their budgets. In the central andehstern parts of Brazil, three small community
based NGOs (Save the Poor Talented in Brazil, Woarah Talents in Brazil and Save the
Forgotten Girl Child in Brazil) changed their tuaed started doing business with the local
institutions of learning by designing and sellihgr sports uniforms besides identifying young
talented poor, women and girls in football whomntum they sold to major clubs at big profits.
From these two activities, the groups had the mat&onal recognition whereby they gave 8 out
of the 22 women who participated in the 2008-20bdwn’s leg ball team that also participated
in the women’s’ leg ball world cup. This in averaggned the three community based NGOs a
sum of $ 2,015,000 that was divided equally amdrggniselves in 2011 after taxing. Barwale
Foundation (2011) carried out a research in Souftficah and discovered that most NGOs
operating in Soweto slums had been denied funae shrey were perceived to have been unfair
to most of the refugees and immigrants from ZimbabWhe overall reaction was that the NGOs
operating in this region started engaging in inca@ererating activities like building hospitals,
schools and coming with bottled water; goods anglices that were sold to offer them and

alternative source of funds.
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According to Ahsan, Gunawan (2010), it is cleart tiiany NGOs are working in areas where
both markets and government policy have failed. Wheks of such NGOs need to be supported
with public funds, whether they are from internaibdonors, government sources, or any other
as yet unlikely source - the public or various "jedy. The time has come for the NGO
community to consider going to the publics to rdiseding for their work. In his report, Ahsan
argues that NGOs therefore must identify these/gapds of the community that have not been
met and offer goods and services at a minimum d¢pgraost that will see them continue to
exist. World Bank, FAO and IFAD (2009) publisheghoets on the state of operations by two
NGOs operating in Tana River and Mwea Tebere thli¢da themselves Help the Old woman.
These NGOs closely worked with the Help Age thatltdeith helping the old and unfortunate
women in the society especially those had feltitingact of HIV/AIDS in their lives. According
to the report, Help the Old woman organizationsesmexd to the Help Age but made their own
operational funds by engaging themselves and thembers in businesses activities like maize
milling, planting sorghum that was drought resistand breeding goats for milk production.
This made them free from dependency on the otherd@sors who had started withdrawing
from Kenya due to the PEV that locked the counrg@07/2008.

According to United Nations (2009), if NGOs aredoncentrate on what they can do best -
social work, then Marketing and Fundraising becdmandary management activities, which
are of utmost importance, and yet should not demaadnuch time from NGO leaders, who
very frequently may not have the best skills artduales for such work .NGOs with excess
assets can use them to generate income which massdek as the NGO future funding for
sustainable financial management. Some NGOs inoNiaiKampala and Zanzibar for example
have considered renting buildings, providing cotasdy, offering training, trading on their
name or with locally made products (Kabeer, 2008)lyneux, (2009) in a research aimed at
empowering women by NGOs in Kajiado pointed out tha participatory element embodied in
the development strategy of NGOs might not alwaysaace the economic benefit of women
beneficiaries of an economic development progratnrequires the accountability of an
organization towards their members to increase ett@nomic benefit. She emphasized that

higher member accountability of an organizatiomdsi larger socio-economic benefit to their
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beneficiaries. Communities have assets, wisdongr]aime, and skills to be applied to their

own development programmes.

Income generating programs (IGPs) are intendechétle NGOs to attain self-sufficiency by
providing economic inputs and activities like agftare, service provision (e.g. food vending,
charcoal making) or trade (Holmes and Jones, 200Hg.idea behind self-sufficiency or self-
reliance is that most NGOs are able to support skebras and should not be forced to depend on
assistance while awaiting their return. Governmehesefore allow NGOs to pursue income
generating activities. In a few cases, IGPs arketinto a policy of local integration, where
NGOs are helped to pursue their livelihoods as giatie host community; as seen in the case of
APDK that has for a long time been supported by dbeernment in activities like making
carvings and furniture including those done by tieni Quality Furniture in Likoni. OECD
(2009a) report shows that researches have been idote past in developing countries on
NGOs’ engagement in income generating activitiesdafailed studies have not been done in

Kenya and Rwanda; an issue that leaves a gapiforetsearch.

2.3Income Diversification as a Strategy for mitigabn by NGOs

Diversification of funding sources is essentialibgrease the stability of Nongovernmental
organizations income streams today and in the duts a response to the economic crisis
experienced in most developing, underdevelopeddaveéloped countries, tapping international
funding streams might be more important than eWolyneux 2009). In particular, funding

from international governments and their respedbiegteral aid agencies has provided excellent
opportunities for the NGOs. With the funding chalie, most Nongovernmental organizations
have responded with the same entrepreneurial ,spadd planning and hard work that brought
them success in their core activities (OECD, 20They have expanded fund-raising activities
directed at the general public, tapped new corpodanors for monetary and in-kind support,
and held one-time events. They have redesignedarognplementation strategies to include
cost-recovery components whereby the beneficiafi¢ise program pay part, and sometimes all,
program costs (Henin, 2002 cited by Clarke and @$w2010). And today we even see
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Nongovernmental organizations owning and managegjaurants, tour companies, matatus,

banks, clinics and other businesses.

One definition of income diversification, perhagesest to the original meaning of the word,
refers to an increase in the number of sourcesx@dme or the balance among the different
sources (Eyben, 2010). Thus, an organization wrthdources of income/donors would be more
diversified than an organization with just one seurand an organization with two income
sources, each contributing half of the total, wdnddmore diversified than an organization with
two sources, one that accounts for 90 percenteotdtal (Unsworth and Moore, 2010). Nazeen
and Sultan (2011) carried out a research in 201@hensource of strength of the six most
powerful NGOs in Sub Saharan Africa and the deveppountries of Asia. The NGOs
included were: Word Vision, SOS, Oxfarm, Plan Intdgional, BIEC and Red Cross
International. In the research, Nazeen and Sultamd out that the NGOs had a strong
diversified source of income whereby they got fagdiand donations from more than one
international donor at a particular shared ratios agreed time period allowing the management
to sustainably plan for the cash expected withi éhlisted period. SOS operating in South
Africa for example, received its funds from thegler UNICEF, UNDP, WHO, WFP and other
two local NGOs fighting for human rights in the Ssiew slums making it very stable and

sustainable for future operations.

Maathai (2009) argues that, for many Non-governalemtganizations, social enterprise serves
as a strategy to diversify their funding base, ease reliance on donors, and recover or
subsidize program costs. In these cases, the sti@tprise offers a means to reduce program
deficits and employ resources more efficiently. Movernmental organizations seeking means
to diversify income may set modest financial obyes and laid down rules that will be
appealing to not only one donor but a series omth&here are neither magic answers, nor
simple solutions and every Nongovernmental orgdioizais unique. But there are ideas,
information and sources of practical support fornblmavernmental organizations wanting to
broaden their income base and explore sustainahldirfg not as a single source of income but
as a process comprising several related parts igaatr al. 2009).For example, in Uganda,

NGOs that were found to fight for gays and lesbiaights were receiving diversified donations
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from various international bodies in UK and USAespective of the initial objectives in
operations. Therefore when and NGOs engages intavity@offers a service that is in agreement
with many international/outside countries, it reesi much funding irrespective of its initial

planned objectives.

According to James (2010), diversification shou&tjin with a strategic analysis of the status
quo, the institutional strengths, specificities aopportunities, as well as a scan of the
competitive environment. Pre-existing additionatdme streams should be included in the
overall evaluation. Apart from undertaking an agpiate analysis of cost effectiveness and risk
of various activities, institutions need to asgbgsappropriateness of these activities in relation
to the Nongovernmental organizations’ mission amtlice. The leadership’s commitment to this
process is of crucial importance. The leadershipeist placed to project a vision and build the
case for diversification activities, as well as &g the broader church community in the process
(Department for International Development (DFID,180 Nongovernmental organizations
leaders also play an important role in shaping rleeessary change processes related to
diversification, be it a cultural change or an arigational change. For example, a research done
by Dauncey (2009) on the role of leadership in meocopportunities for NGOs indicated that
most NGOs operating in Thika, Nyeri, Maralal, Nerth Kivu, Kigali and Brazzaville had
diversified income opportunities since they hadlwebund touching objectives, had qualified
staff, good linkage and interaction with the locallture and had positive cultural attitude
towards the society and social work. The repord alentioned one NGO (Women's Network
Centre, Mombasa) operating in Mombasa (then caastinre) which in 2008/2009 had about
five international donors who funded its projed#ajor reasons cited for this NGO’s support
were: the availability of expert financial managevsll laid down plan for the beneficiaries and

the capacity of marketing managers in marketing\G®©.

Many activities to increase and generate new inceoneces need new expertise, which does not
necessarily always exist within the institution.u@hes offering CBS may recruit professionals
from outside the congregation or invest in the tlgwaent of staff to acquire these skills
(Dauncey, 2009). When external staff is recruiteéds important that they understand the

specificities of the research and education enviramt or are integrated in an established team.
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Professionalization is relevant at all levels, ugithg human resources management, knowledge
transfer activities, research administration, fitiahmanagement, etc. A gradual approach to
structured development of staff capacity may bet laempted considering the fact that the
potential to invest in human resources is reducetimes of financial constraints (IDS, 2011).
Given the high relevance of building up these skitbr successful income diversification
however, targeted support from governments towtridsend would have a high leverage effect.
The success of income diversification strategiagely depends on the ability of the institution’s
leadership to communicate effectively with the dmucommunity as well as with external
stakeholders. Nongovernmental organizations neaeitdorce awareness around the range of
activities they undertake and the added value thegte for society, helping potential partners to

evaluate funding options (Kabeer, Mahmud and |1s2@0).

Developing additional funding streams becomes rsaegdo mitigate negative consequences of
a sudden drop in income or to fuel further growthtte NGOs activities. Nongovernmental
organizations also tend to approach income diveasibn as a means to gain more flexibility in
their internal financial management. Income gemerdby the institution often responds to
different rules in terms of allocation, types ofusllowed, etc. There is a commonly shared
perception that additional income sources may wevolewer administrative requirements,
although this is not necessarily so in reality. HHigagmentation of donor funding exacerbates
this issue, with different donors often having céempand different rules and requirements
(Amsler, 2009). This demands swift action by dortorstreamline funding modalities across the
different funding entities. Large, broadly basedniovernmental organizations are generally
better equipped to diversify their funding sourtdesn smaller NGOs. They can take advantage
of their recognizable name and logo. They have nmteohnical skills on which to build
commercial activities. They have more contacts @mthections with outside groups with which
to form partnerships. And internally they have mesgerience adopting new programs and
adapting to organizational change. These Nongowventeh organizations also often have a
greater need to seek outside funding because @f ltigher costs for support services and
overhead (USAID, 2013). On the other hand, sm&lEiOs have the advantage that relatively
small amounts of self-generated funds can makegadifierence in ensuring their financial

viability.
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However a report by Kenya Open Data (2011) has shitwat out of the 62 NGOs, CBOs and
social organizations operating in Mombasa and ti@stal environments in Kenya, only 12 have
more than one donor and these were found to beNGI@s like APDK, SOS, World Vision-
Kenya, Red Cross and many more. The small NGOsGimmunity Based Nuti Programme,
Mombasa and Choice Humanitarian, Mombasa were ftuhdve only one source of funds that
were greatly constrained and limited their operatiolhe report continues to show that NGOs
operating in Malindi area were the most affectedsowhereby they totally relied on seasonal
donors most of whom were found to be seasonaldisurin Mombasa area for example, some
church organizations under the organization of cies were found to have invested in even
various diversified activities. Milele beach hotleht run one of the re-known beach resort hotel
in Mombasa and a fleet of tour guide cars besidessemi-banking services is under a church
organization. It has been pointed out that the mmgdion also receives a series of support from
different spheres-both local and international lid economy like the IEBC, government and
many more (NGO Report, 2011). The report howeveat jmentioned NGOs in Mombasa
meaning that there is no study that has been daoig in Mombasa’'s NGOs and how they
diversify their incomes to enhance their projectstainability; leaving a big gap that was aimed
at by the research.

2.4 Strategic Financial Managements as a Mitigatiotrategy by NGOs

Financial management in Nongovernmental organizatie concerned with ensuring funds are
available when needed and that they are obtaindduaed in the most efficient and effective
way to the benefit of the Nongovernmental orgamzra(UN, 2012). From an organizational
point of view, the process of financial managemsnassociated with financial planning and
financial control. Financial planning seeks to difgrvarious financial resources available and
plan the size and timing of expenditures. Finanam@nagement practices requirements can
impose a significant burden on NGOs (NGO Report120Managing the movement of funds in
relation to the budget is essential for a NGO. & torporate level, the main aim of the process
of managing finances is to achieve the variousgadlGO sets at a given point of time (World
Bank, 2012).
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According to James, (2010), financial managers @inboost the levels of resources at their
disposal. They employ various mechanisms of utijzhe available NGOs resources effectively
and efficiently while bearing in mind the risks tltauld be uncertainly experienced in the future
as a result of shortage of such funds. IFAD (2@H0jied a research on the Agricultural women
empowerment CBOs in Africa and Asia and noted fimancial instruments were employed by
various NGOs to strategically manage and positlweirtfinances to take care of the future
unexpected risks such as financial shortage or daitbdrawals. A financial instrument is a
contract that gives rise to both a financial asdebne enterprise and a financial liability of
another enterprise. The financial instruments efdhganization mainly comprise available for:
Sale financial assets (investments in equity seesrand government securities), Originated
loans and receivables (loans and receivables drégt¢he organization for providing money to
a debtor) these include debtors, prepayments amdgreceivable, and, Financial liabilities (the
Organization has financial liabilities) which costsmainly of trade creditors and unexpended
grants (IDS, 2011). Used appropriately, financialnagement tools can help an organization to
deliver its mission better and to ensure the best most beneficial use of resources. The

consequences of bad financial management are thheredry serious.

According to Kaaria, et al. (2009), good finanam&nagement requires sound organizational
planning and the set-up and implementation of walkaystems, policies and procedures which
can respond to, accommodate and overcome the falaoballenges a Nongovernmental
organization may face. All organizations need moteeyun various departments and achieve
their mission. Alongside staff, money is the oniaglthat takes up most management time and
the only factor that plays a central role in NGOnagement whether local or international.
NGOs usually exist because they have a missiooute the sick, to advance a profession, to
discover new technologies, to educate the publacoAding to Maccatory (2010), the end of
project funding all too often means beneficial iigathat should have been sustained are lost.
Therefore establishment of trust funds which gafirencial resources together on either an
individual NGO or collective model is very necessfar NGOs as a strategic positioning for the
exit of the donors. Investing those resources ples/ilong-term income from interest or a
combination of interest and principal. Meeting fice&l goals is essential to fulfilling this

mission. Wanyama, Develtere and Pollet (2009) xangple carried out a research in Kenya and

22



Uganda’s Busia regions on the reasons of existeheeme CBOs’ projects in the market long
days after the major donors withdrew their suppod found out that, 6 of these 13 CBO, NGOs
had well laid down rules and regulations that d¢lebad strategies that carefully managed the

finances and these finances could sustain thesesN@@gjects years later.

In their support for the role of financial managemi@ keeping strategic money aside for NGOs’
projects, Ruel, et al. (2010) argued that it isomignt to recognize that aspirations and financial
resources are related, and that it is managemeask to co-ordinate the two. All
Nongovernmental organizations require a financiahagement system; although many NGOs
only have an accounting or book keeping systemoieting or book keeping is a subset of
financial management. Ruel continued to argue #iaiut 19 NGOs operating in Manila
crumbled immediately the donors reduced/withdrewirtsupport since they had no organized
financial management systems. Eyben, (2010) inshidy in areas in Northern Uganda and
Northern parts on Tanzania found out that 45% efNiOs operating in these regions lacked a
strategic financial management system beyond thmalobook keeping system. The financial
manager must also be able to maintain perspeabitkag activity and administrative objectives
are directed towards achieving organizational gahkrefore, the need for a strategic financial
manager in necessary in any NGO for its betterréutperations. The finance manager is in a
position to have a bird's eye view of the day-tg-dperations of the organization and will be
able to see trends, strengths, weaknesses andtwppes for improvement. This unique
position allows the finance manager to play anvactole in strategic planning that focuses on
the long-term goals and objectives of the Nongowvemmal organization and should, at a

minimum, include the Board of Directors and the kegnagement staff of the organization.

Tornqvist, Annika and Schmitz (2009) concluded tsthical environments are more important
than codes of conduct in influencing finance mamage organizations when resolving ethical
dilemmas. They also found out that management'duddét toward internal control was
significant when accountants were asked to evalingeontrol environment of an organization.
Sound financial management practices, good govegaand accountability are essential
building-blocks for driving improvement and bettetue for money in faith based

organizations, NGOs, CBOs etc. Gray et al. (2009)veyyed NGOs, civil society and
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accountability in 2009 in East Africa and found ahbat 57% of the NGOs that operated in
Kenyan slums lacked financial boards/managememh t@&h a positive attitude and focused
emergency plans, in Tanzania and Burundi, the N@@& 69% disadvantaged in financial
management while in Rwanda the groups were at 48% means that most NGOs in east

Africa were at a position of failure in cases whire donors shook/withdrew their support.

Gray too indicted that financial statement are ingd tools that were never used by most
NGOs and CBOs in financial management and withdraisks. Financial statements may be
used by users for different purposes. For exampimers and managers require financial
statements to make important business decisiotsaffext its continued operations. Financial
analysis is then performed on these statementsawide management with a more detailed
understanding of the figures thus acting as a lstadg function of NGOs management and
preparedness for future risks. Financial manageiplays an important role in supporting new
programs to be diffused in practice. Accordingttie teport published by OECD (2010b), 43%
of NGOs operating in Kenya are made up of briefasployees most of whom are just new
graduates from the local institutions of learnimdyo have very little knowledge on financial
management; leaving them with little knowledge oraficial management. According to the
report, most NGOs in Kenya’'s coast like MadrassaoRee Centre Mombasa, Location
Development Committee Mombasa and Kuhenza for th&l@n's Foundation Mombasa used
unqualified financial managers. Therefore, from dirto time they lacked proper financial
strategies that could see their projects contiduaing the financial shook up times and donor
withdrawal periods. This has left the question tieetd to be addressed by this research since the
research done by OECD only focused only 3 NGOsdbuthe 60 NGOs and small CBOs
operating in the Kenya'’s coast region.

2.5Donor Relationship Management as a Mitigation $ategy by NGOs

Donor Relationship Management is not just a tootadect data from donors; it is a holistic
strategy, a methodology of collecting, organizingl aanalyzing every aspect of your donors.
Ahsan, Gunawan, (2010) recognized the need for Whdaermed relationship fundraising that
involves dealing with donors individually, recogimg each donor as unique in terms of giving

history, motivation for giving, and the overall stiard of care expected from the charities being
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supported. The entire relationship with a donor,ahgued, should be viewed holistically and
fundraising decisions taken in light of the pereeivvalue of the overall relationship.
Recognizing the benefit of a future income streli@Os are not afraid to invest in their donors
and allow them greater flexibility over the contemture, and frequency of the communications
they receive. According to Kvinna (2011), the mlitcosts of implementing such a strategy are
undoubtedly higher, but the benefits in terms ofeahanced pattern of donor loyalty and the
future revenue stream far outweigh this investm®&unors should be able to choose when
communication is initiated and the form that it hitigake. It seems that one way in which NGOs
might achieve this goal is to ensure that they gingoing and specific feedback to donors as to
how their funds have been put to use, in particiarbenefit that has resulted for the beneficiary
group (Plummer, 2009). If this feeling of impact e cause is not strengthened, it seems less
likely that donors will view other causes as bemgre deserving than those they already

support.

Donors viewing the communications they receiverdsrinative, courteous, timely, appealing,
and convenient appear to remain loyal for a grgageind of time. The issue then becomes how
best to achieve this perception (Dorothy 2009). d@beor, ideally, should be able to select the
pattern of communication he or she wishes to recédome NGOs offer donors the opportunity
to specify how frequently they would like to heeorf the organization, whether they would like
news about how their gift has been employed, whethey would like such news but not
additional letters asking for money, and so on.hSuactices are likely to improve perception of
the quality of communication received and thereblyamce loyalty (Evans, 2010). Furthermore,
it seems clear that NGOs could also offer donorsesohoice over whether or not they wish to
be asked for a specific sum. Some donors may welogudance about the appropriateness of
certain gift levels. Others may prefer to take sdehisions themselves and not be prompted by
the NGO (Tescopoly, 2009). Dorothy (2009) carrietesearch in major NGOs’ relationships
with their donors in East Uganda and proposed thatrelationship quality construct is critical
in guiding relationship management and its undeditey will guide the field of services
management in general in NGOs and other charities attracting more donors and building
their bond. Indeed, an understanding of the preseasd the development of the relationship

quality within the charity-donor dyad is considereehtral to implementing any relationship
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fundraising marketing strategy that will for a gréiane position NGOs in a better position of
managing their survival in cases where donors wantithdraw. Several researches have been
done on beneficiary perceived relationship qualidyibochet, 2011), the influence of quality
perceptions of donor satisfaction and behavior (LRA09) and the development of the
relationship quality construct (Shabbir et al, 200ittle empirical enquiry has explored the role

that relationship quality may have in assistingeffects of identity-based constructs by NGOs.

Lka, Lytvynov, (2009) in his book on the strategianagement of NGOs in India argued that,
religiosity and relational independent self-conastrare selected as two important identity-based
constructs which may impact on future giving intens through the mediating effect of
relationship quality. Despite the importance ofstheconstructs in charitable giving behavior,
there is a lack of knowledge concerning their nolamproving donor-perceived relationship
quality. The powerful influence of these construstevident in the success of faith-based and
medical charities in the UK. Faith-based giving;, iftstance attracts £4.6bn in the UK (Chauvet,
Collier, Duponchel, 2010). Medical charities haeasistently remained the largest recipients of
individual donations in the UK for the past decgderngvist, Annika and Schmitz (2009).
Faith-based charities also appeal to the religmuspiritual identity, whereas medical charities
commonly use relational-based self-identity appeaften by reminding donors of the value of
familial utility and lives of people (United Natien2009). The effect on charity of both of these
constructs is also well known in global giving cuéis and has consistent nonprofit sector donors
tend to have relationships with two to three orgations. These relationships are stable,
typically based upon (often deeply) personal commiits to the mission of each organization
they support. As with customers in the for-profionld, a nonprofit's existing donors are
frequently their most valuable donors, and can keyaengine for growth. While the nonprofit
world is rapidly evolving technologically, with themergence of sophisticated online donor
management and analytical tools, the ability tatxea single donor view of giving throughout
and across the organization remains elusive. Asgblgrnmental organizations began to
recognize the true value of maintaining and upgrgdi donor's relationship and support, the
roles of acknowledgment, recognition, and stewapdshifted from being rote activities to being
strategic actions (OECD, 2010b). The field of doretation management became the

responsibility of the professional staff and thangiples of donor relations were integrated into
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the many aspects of the development and institati@olvancement programs at charitable

organizations and Nongovernmental organizations.

Molyneux, (2009) carried a research on the CCTHeraged in Sudan and found out that, most
of the NGOs that survived in the Arabic dominatedirdry were well familiarized with the
donors’ policies, rules and regulations, and moésthem offered services that were indeed urgent
to the locals like healthcare and education. Tlnetped about 34% of the CBOs and the FBOs
operating in Khartoum survive at its best for ab®utecades now. Barwale Foundation (2011)
reported that SOS, UNICEF and World Vision operatin the nomadic homes of northern
Uganda were never faced with shortage of fund$énfiscal years operations. This was as a
result of the 3 NGOs’ way of permanent personal pemnanent consolidated with their donors
in the mother countries. SOS for example has artlepat that is in charge of communication
and international relations which analyses therinattonal trends and needs of the donors, looks
at the future prospects and ways of survival thetukl be adopted so as they can continue

operating and getting support from their donors.

According to Ahsan, Gunawan, ( 2010), great ptajegnagers look at sources of funds for their
organizations and tend to maintain a solid handh whese funders so as their projects can be
taken as core projects in the donors’ core plans tleceiving a sustained and stable financial
support continually. Therefore, NGOs should seti@sa structured body that faithfully and
religiously gives the right information to the despintegrates the donors’ rules and regulations
and gives priority to the needs of the local popafa However, little studies have been carried
out on the role of donor -NGO relationships in Kargs a way of positioning the NGOs’
projects against failure due to donor withdrawalunding. World Bank, FAO and IFAD (2009)
carried a study on the relationship held betweenNBOs operating in Kenya’'s Thika town,
Kibera and Mukuruini and found out that about 558the NGOs had no link with their donors
and most of the donors didn’t trust the projectsied by these NGOs especially those in the
slums and by extend viewed them as ghost NGOstities have been carried out in Mombasa

County in the same view.
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2.6 Conceptual Framework

The conceptual framework outlines the dependemtegandent and intervening variables as
discussed in the literature review and elaboratdtie Figure 1 below. It helps one to understand

the relationship between the variables of the study

Independent variables

Income Generating Activities
» Social Entrepreneurship >

* Public Contributions

Income Diversification

« Engaging in Business Activities Dependent variable

\4

» Corporate Donors Sourcing

Sustainability of NGOs Projects

« Donor Segmentation 7Y

_ _ _ Implementation against Effects of
» Tapping International Funding

Donor Withdrawal

Strategic Financial Managements
» Strategic Planning
* Financial Analysis

* Plan Implementation

A\ 4

Moderatina variables

* Asset Selection

) * Government Policies
» Stock Selection

* Inflation/Global Financial Crisis

* Investment Monitoring

Donor Relationship Management
e Quality Communication

* Information Management

\ 4

* Providing Accountability

Figure 1: Conceptual Framework
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This research aimed at investigating the sustdihalirategies taken by NGOs in mitigating
effects that could befall their projects immedigtide donors withdrew their support. The factors
identified included: income generating activitieacome diversification, strategic financial

managements and donor relationship management.

Sustainability of NGOs Projects Implementation agtiEffects of Donor Withdrawal is the
dependent variable that is greatly influenced kg fittur independent factors as shown above.
Through participation in income generating actigdig NGOs in the community, they can easily
position themselves in a better strategic way wilthelp them curb any adverse effects incase
donors withdrew their funding unexpectedly. Aciiedt here include social entrepreneurship like
community schools, community hospitals, and commyumiater pumps offering services at
subsidized costs and public contributions

Income diversification, strategic financial managats and donor relationship management
have greatly influenced the rate at which NGOwsttd strategically position themselves for any

uncertainties in donor withdrawal.

2.7 Summary of chapter and research gap

A series of researches have been carried out invtdrlel on NGOs sustainability and reports
from various spheres have been given. Howevdg hts been done on the factors that influence
NGOs future projects sustainability in the courangl more specifically the Mombasa County.
The research therefore intended to address the igSwstrategies being taken by NGOs in
mitigating against donor withdraw. This chapterttighted the theoretical reviews of literatures
which was guided by the objectives and are und#erdnt sub-topics which are; income
generating activities, income diversification, tc financial managements and donor
relationship management. The chapter also higldajihe conceptual framework, relationship
between variables and research gaps. Finally it weésd that a number of studies have been

done on NGO'’s sustainability strategies an isseaeBearcher aimed at addressing.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter discussed the methodology that was taseonduct the study, focusing on research
design, study location, target population, samplprgcedures and sample size, research
instruments, questionnaires, pilot study, religipilivalidity, data collection procedure and

methods of data analysis.

3.2. Research Design

Research design refers to the procedures selegtaddsearcher for studying a particular set of
guestions or hypothesis; this includes the reseaslthoice of quantitative or qualitative
methodology, and how, if at all, causal relatiopshbetween variables or phenomena are to be
explored (Orodho, 2009). This study employed tbe of a descriptive survey research design.
Kraemer (1993) describes a descriptive survey agans of gathering information about the
characteristics, actions or opinions of a largeugrof people. Surveys are capable of obtaining
information from large samples of the populatiomisTdesign was suitable as it brought out
information on attitudes that would be difficult tneasure using observational techniques.
Equally, surveys require minimal involvement to eleyp and administer and are quite easy for

making generalizations (Mcintyre, 1999).

3.3 Target Population

Target population is a set of people or objectgéisearcher wants to generalize the results of the
research (Borg and Gall, 1989). Mugenda and MugéP@i@d3) explain that the target population
should have some observable characteristics, tohathie researcher intends to generalize the
results of the study. According to the NGOs coungiort 2013, in Mombasa County there are
65 NGOs that operate as NGOs, CBOs, FBOs andstiuikties.
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Table 3.1 Target Population

NGOs Category Total Number Percentage
Government Funded NGOs 12 18.46%
Church/Religious Organizations 10 15.38%
Regional Research Groups 10 15.38%
Rest 33 50.78%
Total 65 100%

Source: NGOs Council Report 2013.

3.4 Sample Size and Sampling Procedure

A sample is a smaller and more assessable suld #et population that adequately represents
the overall group, thus enabling one to give aruete (within acceptable limits) picture of the
population as a whole, with respect to the pardicakpects of interests of the study.

3.5 Data Collection Instruments

The questionnaires are the main instruments of dagtaction that were used. The questionnaire
helped the researcher to collect data on knowledgi@jons as well as attitudes of respondents
towards NGOs’ strategies that aimed at mitigatiggist adverse effects of donor withdrawal
and ensuring sustainable measures. The questienigisuited for this study because it is
practical and is used to collect data from a largember of people within a short time and in a
relatively cost effective manner. The questionrsigere used to collect data from the
permanent/temporary employees and the people wrextlyi benefit from NGOs projects.
Observation was expected to be used to help gathuial data that couldn’'t be obtained

through questionnaires.

Piloting was done to test the validity and relidgbibf the instruments. The instruments were
piloted in 3 NGOs and the procedure repeated eetineeks. The NGOs where the piloting was

done were part of the study sample to avoid biassdlts of the study. Piloting helped the
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researcher to eliminate any ambiguity in the redearstruments to ensure they generate valid
results of the research. The questionnaire was rast@ied by the researcher and selected
enumerators. Both open ended and closed endediansestere used. Open ended questions
enabled respondents to provide sufficient detailslevclose ended questions enabled the

researcher to easily quantify results by the useR8S.

3.6 Validity and Reliability of Research Instrumens

Validity is a measure of how well a test measurbatit is supposed to measure. It is the degree
to which results obtained actually represent thenpimenon under investigation. Reliability is
the measure of the degree to which a researcluinstit yields consistent results after a repeated

trial.

3.6.1Validity of the Research Instrument

Norland (1999) refers to validity as the qualityttta procedure or instrument or a tool used in
research is accurate, correct, true and meaninghg research used content validity as a
measure of the degree to which the data collec®dguthe questionnaire represents the
objectives of the study. The instrument will beified by the supervisor and other two senior

lecturers in the University of Nairobi, Mombasa qas.

3.6.2 Reliability of the Research Instrument

Mugenda (2003) says that reliability is concernethvestimates of the degree to which a
research instrument yields consistent results aélpeated trials. In this study, reliability was
determined by a test-retest administered to 10estdbjnot included in the sample. Inputs from
invaluable sources were obtained during the stbdiywas useful in modifying the questionnaire

before a final set of questions was produced.

3.7 Data Collection Procedure

A questionnaire was used since it was the best flmokhis study. The questionnaire was
prepared on the basis of a review of literatureN@0Os projects sustainability. Data collection
tools were piloted and suggestions made beforéifing the questionnaire. The study utilized a

self-administered questionnaire and equally referte the existing secondary data. The
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researcher got a permit from the graduate schablCGounty NGOs coordinator. The researcher
visited the sample, used enumerators to access stimee people in far areas and e-mail a
guestionnaire to some respondent who could be ctisdrfor one on one filling. Appointments
to the sampled NGOs and beneficiaries were arrangeat to the visits to avoid any
inconveniences to the respondents. The researafghasized that the information given wasto
be specifically used for the study and it was tgheate and confidential and that names were

not be necessary.

3.8 Data Analysis

Quantitative data obtained from the open endedtmumsswas coded to facilitate quantitative
analysis. The coded data was analyzed by use cfigtge statistics comprising of frequency
tables. The hypothesis was tested by use of Char@gata analysis was done by use of SPSS
17.0

3.9 Ethical Considerations

All government and county authorities were infornpetbr to the study to avoid suspicions and
resistance from the community members and NGOs @reps. Consent was sought from the
respondents whose patrticipation in this study waantary. The information they providedwas
treated with utmost confidentiality. Privacy andrty of the respondents was considered during
the research. Names of the respondents were expmsgdcodes were used instead. The
respondents were assured that a feedback sessitthbeorganized in order to disseminate the

research findings to the NGOs council and otherested stakeholders.
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3.10 Operational Definition of Variables

Table 3.3 Operationalization Table

Objective Variable Indicators Scale Types of
analysis
To find out the extent to which Social Entrepreneurship| Nominal o
) | Income ) - Descriptive
involvement by NGOs in _ Public Contributions Scale
_ _ | Generating
income generating activitigs .
_ | Activities
ensure their projects
sustainability against adverse
effects of donor withdrawal in
Mombasa County, Kenya.
To examine how incomg Engaging in Business | Nominal o
) o | Income o Descriptive
diversification by NGOs sustain_ | Activities Scale
_ ] ) Diversificati
their projects against adverse Corporate Donors
on
effects of donor withdrawal in Sourcing
Mombasa County, Kenya. Donor Segmentation
Tapping International
Funding
strategic financial managementginancial Financial Analysis Scale
by NGOs sustain their project§janagement Plan Implementation
against adverse effects of dongy Asset Selection
withdrawal in Mombasa Stock Selection
County, Kenya. Investment Monitoring
To examine how NGOs Quality Communication | Nominal o
) ) Donor ) Descriptive
relationship management _ | Information Management Scale
_ ) ) Relationship
sustain their projects o N
) _ ) Management| Providing Accountability
implementation against adverse

effects of donor withdrawal i

Mombasa County, Kenya.

N
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CHAPTER FOUR

DATA PRESENTATION ANALYSIS AND INTERPRETATION
4.1 Introduction
The data that was collected from the field was Hegted analyzed by simple descriptive analysis
using Statistical Package for Social ScientistsS&)PL7.0 softward he data was then presented
through frequency tables and narrative form. Iis thote therefore, this chapter presents results
of the research in different sub-sections thatd$eswon the objectives of the study.
4.2 Response Rate
In the study, questionnaires were administeredttte population of 65NGOs in Mombasa
whereby the respondents targeted were the manafjgrese NGOs. The return rate was 100%
positive; while those ones not fully valid for teeudy were 00.The valid sample used for the
study was 65.
4.3 Basic Information
The study wanted to find out the bio data of reslemts, age and educational level of the
respondents and the results below were reached upon
Gender Information
The study found out the sex composition of the@agpnts as shown in the table 4.1 below.

Table 4.1 Gender Distribution of Respondents

Gender Frequency Percentage
Female 26 40%
Male 39 60%
Total 65 100%

In the responses given, the male respondents werentajority while the female were
disadvantaged. Male respondents made majority efréispondents at 60% while the female
respondents who participated in the study made 40%.
4.3.2Age Distribution
The study sought to find out the age brackets ®@réspondents and the results were as shown in
table 4.2 below.
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Table 4.2 Age Distribution

Age Frequency Percentage
Below 24 Years 5 7.7%
25 - 30 Years 10 15.38%
31 - 34 years 20 30.77%
35 - 40 years 7 10.77%
41 - 44 years 7 71006
45 - 50 years 10 3856
Over- 51 years 6 923
Total 65 100%

From the responses, ages below 24 years attractespbndents, 25 - 30 years attracted 10, 31 -
34 years attracted 20 respondents, 35 - 40 yetnacted 7, 41 - 44 years attracted 7
respondents, 45 - 50 years attracted 10 and fioaky- 51 years attracted 6 respondents.
Educational Level

The study sought to establish the level of edunaticthe respondents and the results indicated.
Table 4.3 Academic Qualification

Level Frequency Percentage
Primary certificate 0 0%
Secondary certificate 7 10.77%
Diplomal/certificate 12 18.46%
Bachelors’ degree 38 58.46%
Postgraduate degree 8 12.31%
Others 0 %0

Total 65 100%

Respondents with a diploma level of education hati®®. Those with a degree were58.46%
those with secondary certificate at 10.77%; othesse0%, primary certificate were 0% while
those at postgraduate level had 12.31%.
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4.3.4Working Experience
The working experience of the respondents was @srsim the table 4.4 below.

Table 4.4 Work Experience of the Respondents

Level Frequency Percentage
1-2 years 20 30.77%
2-4 years 20 30.77%
5 years and above 25 38.46%

Total 65 100%

20 of the respondents were with 1 to 2 years ofkvexperience, 2 to 4 years had 20 of the
respondents, above 5 years had 25 of the respandent

Participation in Income Generating Activities

The researcher sought to find out the role of NG@asticipation in income generating activities
and ensuring their sustainability and the followregults gotten in the sub-headings below:
Results on Extent of Participation in Income Genering Activities

In this section, respondents were asked state xbtenteto which participation in income
generating activities has been employed as a gjyratesustainability by NGO projects and the
results below given. The results showed that, redgots who went for very great extent was
[20], great extent [20], moderate extent [10]/|ditextent [7], and not at all [8].Therefore, the
great and very great extent has over 50% of thmoreses.

Rating of Income Generating Factors on a Scale

Respondents were asked on a rating, to indicatd&b extent the following affected NGOs
projects’ strategies of sustainability and NGOsticauing against donor withdrawal, and the
results below gotten(Not at all=1, little extent=2, Moderate extent=3Great extent=4, Very

great extent=5).
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Table 4.5 Rating of Involvement in Income Generatig

Factors 1 2 3 4 5
Social entrepreneurship by NGOs. 5 5 10 20 25
Public contribution for the NGOs. 5 6 10 24 20
Participation in community based business 5 5 1916 20

Form the responses, means were calculated and tedn@sults as follows: In relation to Social
entrepreneurship by NGOs, the calculated m&&n4.15; meaning the respondents agreed to a
great extent that the said factor was a strateggustainability. As per the Public contributions
for the NGOs, the calculated meani$ 3.7) indicated that, the respondents were ineagesnt to
moderate extent with the statement. Finally, pgditon in community based businesses factor
gaveM=3.6 meaning that the respondents on average wesgreement to a moderate extent

that the factor above is NGOs sustenance strategy.

When asked to give their reasons for the abovemtgpwith relevant examples, 50 respondents
said that a number of NGOs in Mombasa county owallscommunity services at a fee like
water vending centres in areas like Mvita and Geéfirls primary school whereby the locals get
water in drums at a cost. Also some have beeniteasthools at a small fee like the Bridge
International as supported by 45 respondents arallyfi45 respondents said that NGOs have
been encouraging the public to participate in walkd donations like that of Red Cross and
UNICEF as seen in the areas where they organizevédks to raise funds, seminars, blood
donations, tins in all supermarkets where shilliagsdropped and many more.

Results ofltem on Income Diversification

The respondents were asked a number of questionselation to an item on Income

Diversification and different results given as tois.
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Table 4.7 Income Diversified Responses
Respondents were asked whether NGOs in Mombasaditaatively diversified their income

sources and results below arrived at.

Gender Frequency Percentage
Yes 45 69.23%

No 20 30.77%
Total 65 100%

From the responses, 45 respondents supported ¢hebig saying yes while 20 of the total 65
went against the idea. This represented 69.23%17d Borespectively. When asked to give their
reasons for the above responses, those who argae®lGOs have diversified incomes argues
that almost all the NGOs they knew had more thaa iaternational donor and funder. Those
who said no had the view that NGOs mostly dependiemhother NGOs from the diaspora.
Table 4.8 Responses on Rating of Income Diversifitban

When asked to rate various activities in relati@n ihcome diversification strategies for
sustainability on a scale of 1-5 where 5= very e, 4= effective, 3=weakly effective, 2=

ineffective, 1 = very ineffective

Factor 1 2 3 4 5

Engaging irbusiness activities by NG( 6 10 17 20 12
Corporate and multiple donors sourcing by NGOs. 4 3 10 23 25
Donor Segmentation and equalizing donors’ shares. 7 12 22 22
Tapping international funding channels for extrads for the NGOs. 5 7 9 22 22

From the computed means, the respondents on avieagigiheir views as follows: in relation to
engaging in business activities by NGOs, calculatexhn (M) =3.3 showed that respondents
went for weakly effective idea. In relation to corate and multiple donors sourcing by NGOs,
M=3.9 meaning that on average the respondents @riad this was weakly effective. Donor
Segmentation and equalizing donors’ shares haderage as M=3.7; meaning that on average

the respondents went for weakly effective. Finatapping international funding channels for
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extra funds for the NGOs had the mean as, M=3.&ning the respondents on average went for
weakly effective.

Item on Strategic Financial Managements

Respondents were asked to rate the extent to wgtraekegic financial management influence
NGOs’ strategies sustainability against donor witheal by use of very great extent , great
extent , moderate extent, little extent and nalatFrom the responses, results indicated that,
Very great extent attracted 31 respondents, Grdaheattracted 15, Moderate extent attracted
10, little extent attracted 3 while the remainingt8acted not at all.

Table.4.9 Degree of Support on Strategic Financidlanagements

Respondents were asked to rate in a scale of 1-hown they agreed with the following
statements where: Strongly Disagree = 1, disagr2eweakly agree =3, agree =4 strongly agree

=5 and results were given in the table below.

Factors 1 2 3 4 5
Strategic planning has a great influence in NGOs

sustainability. 2 2 4 24 33
Financial analysis plays a significant role in NGOs

sustainability. 9 2 9 22 23
Plan implementation has been used by all NGOs

as a strategy for sustainability 3 9 2 20 31
Asset selection is crucial and has been consideyed

many NGOs’ sustainability 8 9 7 30 11
Stock selection has been used by almost all NGOs fo

sustainability 6 9 12 22 16
Investment monitoring is being used by several NGOs

for sustainability. 10 10 11 22 12

From the study, Strategic planning has a greatienite in NGOs sustainability had a mean of
M=4.2 showing that on average, respondents agréadlive statement. Financial analysis plays
a significant role in NGOs sustainability had a me&M=3.7 meaning that respondents weakly

agreed. Plan implementation has been used by aD$\& a strategy for sustainability had a
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mean of 4.3 showing that on average the respondgnéed with the statement. Asset selection
is crucial and has been considered by many NGGdamability had a calculated mean of 3.4
indicating that on average, the respondents weagilged with the issue. Stock selection has
been used by almost all NGOs as a strategy foaisuadtility role attracted a calculated mean of
13.5 meaning that on average the respondents weakbed with the statement. Investment
monitoring is being used by several NGOs for suasfaility attracted a mean of 3.2; indicating

that the respondents weakly agreed with the idea.
Item on Donor Relationship Management

Table.4.10 Rating of Donor Relationship Management

Respondents were asked a number of questionsatioretto influence of donor withdrawal on
NGOs projects and their strategies for sustairtgbih number of responses were given as
shown below. On a scale of 1-5 where, =1 Not atlittle extent =2, Moderate extent=3, Great

extent =4, Very great extent =5).

Factor 1 2 3 4 5

Quality communicatio 2 7 14 20 22
Information management 5 8 9 20 23
Providing accountability 0 5 9 18 33

From the responses, the calculated means for elatose statements showed that, Quality
communication had an average mean of M=3.8 indigathat on average the respondents said
the issue has been considered to moderate extémimiation management had a mean of M=4.6
meaning that respondents went for great extentverage. Finally, providing accountability by

these NGOs attracted a mean of M=4.5 indicatingttlerespondents felt that this was done to a

great extent.

When asked to give reasons for the above argumaves,57% of the respondents had the idea
that, the NGOs have had various strategies forr tpedjects sustainability through the
employment of quality, well-coordinated and planrmminmunication with their donors and
other stakeholders. Over 59% of the respondentsedrghat NGOs are using the modern
technology of managing their information and thathnology that aimed at ensuring

accountability. This way, they will be able to dvaiformation to the donors, international
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community and other stakeholders who in turn hawd will be able to support their activities

even in situations where things are getting fromh feaworse.
4. 8 Testing the First Hypothesis
Hi: Involvement by NGOs in income generating actathas a great influence in ensuring their

projects sustainability against adverse effectbomior withdrawal in Mombasa County, Kenya.

Table.4.11 Showing Observed and Expected Responses

Scale NAA (1) LE(2) ME(3) GE(4) VGE(p
Observed (0) 5 5 10 20 25
Expected (E) 13 13 13 13 13

Table 4.12 Showing Chi-Square Testing

[6) E (O-E) (O-E) (O-BJE
5 13 -8 64 4.9z

5 13 -8 64 4.92

10 13 -3 9 0.69

20 13 7 49 3.77

25 13 12 144 11.1

Y (O-E)“/E =25.¢

v =25.4>2 = 9.488 at degrees of freedom and 5% level of confidence.

O o005
Since the calculated chi-square value of 25.4isitgrethan the critical chi-square value at 5%
level of confidence, we accept the alternative liyesis. Thus, involvement by NGOs in income
generating activities has a great influence in Bnguheir projects sustainability against adverse
effects of donor withdrawal in Mombasa County, Kany
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4.9 Testing of the Second Hypothesis
Hi. Income diversification by NGOs has a significamfiuence in their projects sustainability

against adverse effects of donor withdrawal in Mags&bhCounty, Kenya.

Table 4.13 Showing Observed and Expected Responses

Scale VI I WE E VE
Observed (0) 4 3 10 23 25
Expected (E) 13 13 13 13 13

Table 4.14 Showing Chi-Square Testing for the SecdrHypothesis

o E (O-E) (O-B) (O-BYE

4 13 -9 81 6.23
3 13 -10 100 7.69
10 13 -3 9 0.69
23 13 10 100 7.69
25 13 12 144 11.1

Y (O-E)“/E = 33.4

e :33.4>;$; = 9.488 at degrees of freedom and 5% level of confidence.

0.05
Since the calculated chi-square value of 33.4iatgrehan the critical chi-square value at 5%
level of confidence, we accept the alternative liyesis. Thus, income diversification by
NGOs has a significant influence in their projestsstainability against adverse effects of
donor withdrawal in Mombasa County, Kenya.

4.10 Testing of Third Hypothesis

Hi. Strategic financial managements by NGOs have aifsignt influence in their projects

sustainability against adverse effects of donohaviawal in Mombasa County, Kenya.
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Table 4.15 Showing Observed and Expected Responses

Scale VI I WE E VE
Observed (O) 2 2 4 24 33
Expected (E) 13 13 13 13 13
Table 4.16 Showing Chi-Square Testing for the ThirdHypothesis

o) E (O-E) (O-E) (O-BYE

2 13 -11 121 9.3

2 13 -11 121 9.3

4 13 -9 81 6.23
24 13 11 121 9.3
33 13 20 400 30.77

Y (O-E)“/E = 64.9

v =64.9> L5 = 9-4881t 4 degrees of freedom and 5% level of confidence
o< 0.

Since the calculated chi-square value of 64.9istgrethan the critical chi-square value at 5%

level of confidence, we accept the alternative lilypsis. Thus, strategic financial managements

by NGOs have a significant influence in their potgesustainability against adverse effects of

donor withdrawal in Mombasa County, Kenya

4.11 Testing of the Last Hypothesis

Hi. NGOs relationship management has a significaluente in the sustainability of their

projects implementation against adverse effectdaior withdrawal in Mombasa County,

Kenya.
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Table 4.17 Showing Observed and Expected Responses

Scale NAA (1) LE (2) ME (3) GE(4) VGHE)
Observed (0) 5 8 9 20 23
Expected (E) 13 13 13 13 13
Table 4.18 Showing Chi-Square Testing for the Ladtlypothesis
6) E (O-E) (O-B) (O-BYE
13 -8 64 4,
13 -5 25 1.92
20 13 7 49 3.77
23 13 10 100 7.69

Y (O-E)?/E =18.67

0.05

1’c=18.61>y"
o<

= 9.48&t 4 degrees of freedom and 5% level of confidence

Since the calculated chi-square value of 18.61astgr than the critical chi-square value at 5%

level of confidence, we accept the alternative liypsis. Thus, NGOs relationship management

has a significant influence in the sustainabilifytieir projects implementation against adverse

effects of donor withdrawal in Mombasa County, Kany
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CHAPTER FIVE

SUMMARY OF FINDINGS, DISCUSSIONS, CONCLUSIONS AND
RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of the studyingsd discussions, conclusions and
recommendation of the research. The chapter alstaios suggestions of related studies that
may be carried out in the future.

5.2 Summary of Findings

The aim of this study was to investigate the infice of donor withdrawal on sustainability of

NGOs projects implementation in Mombasa County, \erfrrom an analysis and review of the
research data and additional data gathered thrimtgpiviews and questionnaires filled, a number

of issues were realized as summarized below.

As per the first objective that sought to find ¢l extent to which involvement by NGOs in

income generating activities ensure their projscistainability against adverse effects of donor
withdrawal in Mombasa County, Kenya. Variant resg@s became apparent as per
guestionnaires filled. For example, from the resesn means were calculated and computed
results as follows: In relation to Social entregnaérship by NGOs, the calculated mean (M) =

4.15; meaning the respondents agreed to a greamtetttat the said factor was a strategy for
sustainability. As per the Public contributions fie NGOs, the calculated mean M= 3.7

indicated that, the respondents were in agreemembterate extent with the statement. Finally,
participation in community based businesses fagaoe M= 3.6 meaning that the respondents on
average were in agreement to a moderate extentthikatactor above is NGOs sustenance

strategy.

In relation to the second objective which soughtexamine how income diversification by
NGOs sustains their projects against adverse sffgfctdonor withdrawal in Mombasa County,
responses were as follows. From the computed meéhesiespondents on average had their
views as follows: in relation to engaging in bussectivities by NGOs, calculated mean 3.3

showed that respondents went for weakly effectdesai In relation to corporate and multiple
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donors sourcing by NGOs, M=3.9 meaning that onayethe respondents argued that this was
weakly effective. Donor Segmentation and equalizionors’ shares had an average as M=3.7;
meaning that on average the respondents went faklweffective. Finally, tapping international
funding channels for extra funds for the NGOs hbd mean as, M= 3.7; meaning the

respondents on average went for weakly effective.

On the third objective that sought to find out &xtent to which strategic financial managements
by NGOs sustain their projects against adversetsfig donor withdrawal in Mombasa County,
Kenya had the following results: Strategic planniag a great influence in NGOs sustainability
had a mean of M=4.2 showing that on average, respus agreed with the statement. Financial
analysis plays a significant role in NGOs sustaiitgbhad a mean of M= 3.7 meaning that
respondents weakly agreed. Plan implementationbbas used by all NGOs as a strategy for
sustainability had a mean of 4.3 showing that oaraye the respondents agreed with the
statement. Asset selection is crucial and has beesidered by many NGOs’ sustainability had
a calculated mean of 3.4 indicating that on averéige respondents weakly agreed with the
issue. Stock selection has been used by almof@s as a strategy for sustainability role
attracted a calculated mean of 3.5 meaning thatvenage the respondents weakly agreed with
the statement. Investment monitoring is being umeskeveral NGOs for sustainability attracted a

mean of 3.2; indicating that the respondents weaghged with the idea.

In relation to the last objective that sought tamine how NGOs relationship management
sustain their projects implementation against asbv@ffects of donor withdrawal in Mombasa

County, Kenya had responses as follows: From thporeses, the calculated means for each of
those statements showed that, Quality communicétaohan average mean of M=3.8 indicating

that on average the respondents said the issuebéas considered to moderate extent.

Information management had a mean of M=4.6 meathiagrespondents went for great extent

on average. Finally, providing accountability byesk NGOs attracted a mean of M=4.5

indicating that the respondents felt that this dase to a great extent.
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5.3 Discussion of Findings

Results from the above have shown a number of sstust are tied with the finding in the
review of the secondary information in chapter taiso called literature review. In this regard,
from the findings on the support on the first objexthat sought to find out the extent to which
involvement by NGOs in income generating activieesure their projects sustainability against
adverse effects of donor withdrawal in Mombasa @puwvariant responses became apparent.
For example, from the responses, means were ctdduénd computed results as follows: In
relation to Social entrepreneurship by NGOs, tHeutated mean 4.15; meaning the respondents
agreed to a great extent that the said factor wstsadegy for sustainability. As per the Public
contributions for the NGOs, the calculated mean iBdicated that, the respondents were in
agreement to moderate extent with the statemenallf participation in community based
businesses factor gave3.6 meaning that the respttnd®@ average were in agreement to a

moderate extent that the factor above is NGOs saste strategy.

This is in agreement with a number of scholarswdised in the literature review. According to
Barka (2011) for example carried out a study &zhrabout empowerment, discovered that the
almost 45 big and small NGOs that had sufferedsétieacks of donor withdrawal were forced to
engage in various income generating activities #uated at substituting their budgets. In the
central and the eastern parts of Brazil, three Isomhmunity based NGOs (Save the Poor
Talented in Brazil, Women and Talents in Brazilda8ave the Forgotten Girl Child in Brazil)
changed their tune and started doing businessthattocal institutions of learning by designing
and selling them sports uniforms besides identifyyoung talented poor, women and girls in
football whom in turn they sold to major clubs ag Iprofits. From these two activities, the
groups had the international recognition wherebgytiyave 8 out of the 22 women who
participated in the 2008-2010 women'’s leg ball tehat also participated in the women’s’ leg
ball world cup. This in average earned the threaroanity based NGOs a sum of $ 2,015,000
that was divided equally among themselves in 20tet taxing. Barwale Foundation (2011) also
carried out a research in South Africa and discedéhat most NGOs operating in Soweto slums
had been denied funds since they were perceivldve been unfair to most of the refugees and
immigrants from Zimbabwe. The overall reaction whaat the NGOs operating in this region
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started engaging in income generating activities liuilding hospitals, schools and coming with

bottled water; goods and services that were sotidfes them and alternative source of funds.

In relation to the second objective which soughtex@amine how income diversification by
NGOs sustains their projects against adverse sfi@ctionor withdrawal in Mombasa County,
responses were as follows. . From the computed snehe respondents on average had their
views as follows: in relation to engaging in bussectivities by NGOs, calculated mean 3.3
showed that respondents went for weakly effectdesai In relation to corporate and multiple
donors sourcing by NGOs, 3.9 meaning that on aeethg respondents argued that this was
weakly effective. Donor Segmentation and equajjzitonors’ shares had an average as 3.7;
meaning that on average the respondents went faklyeffective. Finally, tapping international
funding channels for extra funds for the NGOs hbhd mean as, M= 3.7; meaning the
respondents on average went for weakly effectiveeofding to Nazeen and Sultan (2011) who
carried out a research in 2010 on the source ehgth of the six most powerful NGOs in sub
Saharan Africa and the developing countries of Agitn the NGOs included being: Word
Vision, SOS, Oxfarm, Plan International, BIEC anddRCross International. In the research,
Nazeen and Sultan found out that the NGOs hadoagstliversified source of income whereby
they got funding and donations from more than arternational donor at a particular shared
ratios and agreed time period; allowing the managero sustainably plan for the cash expected
within the enlisted period. SOS operating in SoAdfitica for example received its funds from the
larger UNICEF, UNDP, WHO, WFP and other two loc&®s fighting for human rights in the
Soweto slums thus, making it very stable and soahde for future operations.

On the third objective that sought to find out éxent to which strategic financial managements
by NGOs sustain their projects against adversesfigf donor withdrawal in Mombasa County,

Kenya had the following results: Strategic plagnivas a great influence in NGOs sustainability
had a mean of 4.2 showing that on average, resptsa@greed with the statement. Financial
analysis plays a significant role in NGOs sustaiitgbhad a mean of 3.7 meaning that

respondents weakly agreed. Plan implementationbkas used by all NGOs as a strategy for
sustainability had a mean of 4.3 showing that oaraye the respondents agreed with the

statement. Asset selection is crucial and has beesidered by many NGOs’ sustainability had
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a calculated mean of 3.4 indicating that on averéige respondents weakly agreed with the
issue. Stock selection has been used by almod@s as a strategy for sustainability role
attracted a calculated mean of 3.5 meaning thavenage the respondents weakly agreed with
the statement. Investment monitoring is being umeskeveral NGOs for sustainability attracted a
mean of 3.2; indicating that the respondents weaghged with the idea. In agreement to this, in
their support for the role of financial managemienkeeping strategic money aside for NGOs’
projects, Ruel et al. (2010) argued that it is intgiat to recognize that aspirations and financial
resources are related, and that it is managemeask to co-ordinate the two. All
Nongovernmental organizations require a financiahagement system; although many NGOs
only have an accounting or bookkeeping system. iatiog or bookkeeping are a subset of
financial management. Ruel continued to argue #imiut 19 NGOs operating in Manila
crumbled immediately the donors reduced/withdreirtsupport since they had no organized

financial management systems.

In relation to the last objective that sought tamine how NGOs relationship management
sustain their projects implementation against ask/@&ffects of donor withdrawal in Mombasa
County, Kenya had responses as follows: the cdkulilaneans for each of those statements
showed that, Quality communication had an averagamof 3.8 indicating that on average the
respondents said the issue has been consideredderate extent. Information management had
a mean of 4.6 meaning that respondents went fat gnetent on average. Finally, providing
accountability by these NGOs attracted a meanmindlicating that the respondents felt that this
was done to a great extent., Ahsan and Gunawar®)26tognized the need for what he termed
relationship fundraising that involves dealing watbnors individually, recognizing each donor
as unique in terms of giving history, motivatiorr fgiving, and the overall standard of care
expected from the charities being supported. Theeerelationship with a donor, he argued,
should be viewed holistically and fundraising dexis taken in light of the perceived value of
the overall relationship. Recognizing the beneffia duture income stream, NGOs are not afraid
to invest in their donors and allow them greatexibility over the content, nature, and

frequency of the communications they receive.
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Recommendations

Based on the findings of the study that has comenfthe respondents in the field and the
literature review, the researcher recommends tl@D8Ishould involve themselves in activities
like providing social entrepreneurship activitiéstt are geared towards generating income for
them. For example, local NGOs should involve thdwesein activities like cheap education
provision, selling of the golden commodities likater and selling of information. In Mombasa,
as much as NGOs have been advocating for humarnsyighey got to focus on social
responsibilities like providence of education, estian etc. that are aimed at bringing an extra

coin into their budgets.

The study also recommends that NGOs should diyettsgfir sources of income by moving from
the traditional one donor to other multiple donbren the middle east and other giant Asian
countries like China and India, instead of stickinghe traditional trend of getting funds from
the western countries that attach their funds toy vedious and unnecessary rules and

conditions.

The study farther recommends that the NGOs shemigloy modern financial management
criterion that are aimed at properly managing tttke lavailable finances according to clear laid
plans, policies and regulation on financial manag@mAlso, the managers should be taught on
how they should be lead managers by getting thessacy financial management information

and by properly being trained so that they caniptele future financial trends.

Finally, the researcher recommends that the NGlasarship management with the donors and
the governments should be the chore value of dpagtThis should be achieved through
properly structured information management thatl w#liver the relevant and up to date
information to the donors, through accountabilityd aproperly prepared/published financial

statement and above all through rightfully linkesnenunication with the donors.
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5.6 Suggestions for Further Research
This study was carried out in one county only dretefore, similar studies can be done in other

counties and by extension in the whole country.

This research can be re-done again. This is bedhasitme spent in this study was not enough
to cover all the massive information availableha tegion.

A study can be done to investigate the sustairtplstrategies by NGOs implementing Human
Rights Programmes in the county.

Finally, a study can be done to examine the negathpact of donor withdrawal on selected
NGOs projects implementation in the county.
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APPENDICES
APPENDIX 1:

Letter of transmittal

Kenneth Ondieki
P.O Box 43434
Mombasa.

Tel: 0726559183

Email: kennethgitonga02@yahoo.com

Dear participant,

My name is Kenneth Ondieki and | am a student tiakimg a Master of Arts Degree in Project
Planning and Management at the University of Najrdbombasa Campus. To fulfill the
completion of this course, | am carrying out a gtuh the strategies of cautioning against
adverse effects of donor withdrawal on NGOs’ prigen Mombasa County, Kenya. Since the
matter affects the whole community, I am invitinguyto participate in this research study by

completing the attached questionnaire.

If you choose to participate in this research, ggeanswer all questions as honestly as possible.
Participation is strictly voluntary and you may lilee to participate at any time. In order to
ensure that all the information will remain confidial, you do not have to include your name.
The data collected will be for academic purposdg.on

Thank you.

Yours faithfully

Kenneth Ondieki.
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APPENDIX 2:
Research Questionnaire

Section A: Background Information
1. Your gender: Male [ ] Female [ ]
2. Your age brackef{ck whichever appropriate)
Below 24 Years[] 25-30 Years|[] 31-34year[]35-40years|[] 41- 44 years
[145 - 50 years [ ] Over- 51 years
3. What is your highest education leveltck as applicable
Primary certificate [ ]| Secondary certificate [ jplbma/certificate [ | Bachelors’ degree [ ]
Postgraduate degree [ ] Others-specify.........ccccovviiiiiiiiinennnnn.
4. Working Experience in the Organization
a)l-2years() b)2-4years() c)5 yeadabove ()
Section B: Participation in Income Generating Activties
5. To what extent does participation in income gatireg activities has been employed as a
strategy of cautioning against adverse effectoobd withdrawal on NGO projects?
Very great extent [ ] Great extent [ ] Moderateesxt] ] Little extent [ ] Not at all [ ]
6.a According to rating, to what extent do thedwling affect NGOs cautioning against donor
withdrawal? (Very great extent=1, Great extent=2, Moderate exté=3, Little extent=4,
Not at all=5).

Factor 1 2 3 4 5

Social entrepreneurship by NGOs

Public contributions for the NGOs

Participation in community based businesses

6 b. Support your answers above by giving releeaamples.
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Section C: Item on Income Diversification

7. Do you think NGOs in Mombasa have effectivelyedsified their income sources as a
strategy of sustainability against effects of dowahdrawal?

Yes( ) No ( ) Not surg (

8. Briefly give reasons for your answer in 7 abeve—-

9. How effective are the following income diversdtion strategies in enhancing sustainability
on donor withdrawal by NGOs in Mombasa County? &seale of 1-5 where

5= very effective, 4= effective, 3=weakly effectj\&= ineffective, 1 = very ineffective

Factor 1 23 45

Engaging in business activities by NGOs

Corporate and multiple Donors Sourcing by NGOs
Donor Segmentation and equalizing donors’ shares

Tapping international funding channels for extrads for the NGOs

Section D: Item onStrategic Financial Managements

10. To what extent does strategic financial managenmfluence NGOs’ strategies
sustainability against donor withdrawal?

Very great extent [ ] Great extent [ | Moderateeext] ] Little extent [ ] Not at all [ ]

11. To what extent do you agree or disagree ofollaving factors’ influence on NGOs
strategic cautioning against donor withdrawal? Bseale of 1-5 where= strongly disagree;

2 = Disagree; 3 =Not sure; 4 =Agree; 5 = stronglygaee.

Factor 1 2 3 4 5

Strategic planning has a great influence in NGQsicaing

Financial analysis plays a significant role in NG&sitioning

Plan implementation has been used by all NGOssamagegy
Asset selection is crucial and has been considgredany NGOs
Stock selection has been used by almost all NG@ssaategy

Investment monitoring is being used by several NGOs
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Section E: Item on Donor Relationship Management
12. To what extent do the following factors infleerNGOs’ cautioning against adverse effects
of donor withdrawal and their sustainability? Usgcale of 1-5 wherd/ery great extent=1,

Great extent=2, Moderate extent=3, Little extent=4Not at all=5).

Factor 1 2 3 4 5

Quality communication

Information management

Providing accountability

13.Briefly explain your position in 12 above--- mmmmmmmmee
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