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CHAPTER ONE 

INTRODUCTION 

1.0Introduction 

This chapter presents the background of the study, statement of the problem, purpose 

of the study, research objectives, research questions, scope of the study, significance 

of the study, conceptual framework and then operational definition of key terms and 

concepts. 

1.1 Background of the Study 

Financial sustainability is the availability of financial and non-financial resources, 

ability to meet operational costs and continuance of the project with or without 

external donor support (Kasolo, 2017). Financial sustainability has affected many 

NGOs in Uganda including those from Iganga District. To support the statement (Etal, 

2022) reports that financial sustainability among NGOs does not happen overnight but 

it is an endless story reflected in terms of community activities. The scholar adds that 

financial sustainability for NGOs rotates around all stakeholders in the environment 

where it operates (Wambui & Njuguna,2016)noted that financial sustainability 

strategies for an NGO need to be directed towards areas of strategic direction, 

spiritual, moral values, governance, financial resources, and external relations. 

From a global perspective, most NGOs depend entirely on donor funding, and the 

unavailability of such funding negatively affects operations in the communities they 

serve (Elayah & Schulpen, 2016). It is evident that dynamics or constant threats for 

instance covid-19 pandemic in the world economy resulted into credit crunch that 

affected NGOs making them dependent on external financial support. Therefore, 

ensuring financial sustainability for NGOs has come into focus in the current and 

recent years. In the past, the pinch caused by inadequate financial resources was less 

felt since there were enough resources to fund organizational projects and programs 

(Syahria, 2019). Varghese and Ajukurian, 2021) stated that Non-Governmental 

Organizations in Central Asia are unable to sustain and finance their activities. They 

accrue the financial unsustainability of the NGOs to decreased donor funding, 

decreased allocations for the region, donor focus on new markets and decreased 

amounts for the social programs. Issack, (2022) reported that 52% of NGOs in USA 

experienced cuts in funding due to the economic down turn in the country. NGOs in 


