
MALAYSIAN JOURNAL OF CONSUMER AND FAMILY ECONOMICS Vol 24 (S1), 2020 

123 
 

Alternative-based Funding Model and Resource 
Dependency Theory: Perspectives of Malaysian  

Non-Government Organisations 

Azzarina Zakaria1, Nurliana Zahira Zaharrudin1 

Faculty of Business and Management, Universiti Teknologi MARA 
40450 Shah Alam, Selangor, Malaysia 

azzarina@uitm.edu.my 
 

Abstract 
Many Non-Government Organisations (NGOs) are primarily dependent on 
grants and donations; they faced the constant threat of their money 
resources drying up. To sustain the ability to do good for the long term, the 
NGOs must challenge themselves to be self-sustainable. They need to 
redefine their funding streams and blaze forward with ingenuity and 
business acumen to maximise funding opportunities. This study offers an 
alternative-based funding model that emphasises internal embeddedness 
that would reduce the NGOs’ dependence on traditional funding. The model 
entails diversifying income streams that would encourage independence to 
explore more routes to self-sustainability. This study is essentially qualitative 
and will be adopting interpretivism as its philosophical stance as it is 
believed to suit the unpredictability nature of NGO’s environment. Semi-
structured interviews will be planned with the selected organizational leader 
of NGOs registered with Registrar of Society following the purposive 
sampling procedures. The interview data will be subjected to a thematic 
analysis. This study will advance the Resource Dependency Theory (RDT) 
through the development of alternative-based funding model in response to 
resource dependence principles of RDT. The model would drive NGOs to 
perpetuate and championing social well-being and most important 
supporting the mandate of national sustainable development goals. 
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1.0 Introduction 
Self-sustainability has long been the struggle of many NGOs. 

They find it difficult to garner sufficient and continuous funding for 
their work due to several prevalent factors including dwindling or 
withdrawal of donations, donors shift to different priorities, complexity 
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to apply for international funding and that they need to compete with 
other NGOs (Ch’ng, 2015; Koshy, 2019; Nga, 2015; Pillay, 2016). 
NGOs are pressed with hard time and bleak prospect when it comes 
to soliciting funding. They are scrambling to keep the organisation 
afloat and as a result, their activities are cut down. Joy Workshop 
(provides training for young adults with learning difficulties on 
vocational and independent living skills) Melaka’s centre reduced their 
30 programs to six programs whilst, Charity Club Langkawi (works 
with underprivileged families) had to postpone a major fundraising 
event because of a shortage of funds (Pillay, 2016). Failure to 
properly account for their activities will detract NGOs from positive 
contribution to society; consequently, a greater void will be created 
within the community (Koshy, 2019). 

NGOs need to revisit their current funding streams in order to 
self-sustain. Traditionally, funding support from the government has 
been a key imponderable for Malaysian NGOs (Koshy, 2019). With 
the national growth projection at between 4 to 5 percent for the year 
2019, it will be tougher for the NGOs to garner funding be it 
government, private or public society (Tan, 2018). KL Krash Pad, a 
centre run by Yayasan Chow Kit and The Spastic Children’s 
Association of Selangor and Federal Territory (SCASFT) had their 
operational funding pulled back by the Social Welfare Department 
putting the welfare homes in a state of dire to raise fund to cover their 
operational expenses (Ch’ng, 2015). 

NGOs have to reduce their over-dependence on government 
funding and should go beyond the traditional funding-making. They 
need to bolster a diverse funding stream and look at more innovative 
ways of income generation to maximise funding. It will create 
opportunities for greater revenue while relying less on traditional 
funding. In tandem to these premises, this study intends to develop 
an alternative-based funding model that would reduce the NGOs 
dependence on traditional and official funding. The model is 
anticipated to institutionalise resilience through diversifying income 
streams and embracing business acumen routes for self-
sustainability.  

 
2.0 Non-Governmental Organisations (NGOs) 

The world of institutions are divided into three main sectors 
(Arrossi et al. 1994): (1) first sector-the government agency, (2) 
second sector-the private sector, and (3) third sector that variously 
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identified as not for profit organisation, voluntary organisation and/or 
non-governmental organisation (NGOs) (Roslan, Arshad & Pauzi, 
2017). Of the many terms, NGOs is widely used across countries to 
describe the third sector (Masdar, Kadir & Bahar, 2017). Previous 
literature highlights many definitions of NGOs. World Bank (1990) 
defines NGOs as private organisations that pursue activities to relieve 
suffering, promote the interests of the poor, protect the environment, 
provide basic social services, or undertake community development. 
United Nation (2003) refers NGOs as non-profit organisations that are 
independent of government activities that commonly believe in certain 
basic social principles and/or obligations and who structure their 
activities for community's development that they are servicing. 

Willetts (2002) classified NGOs into two primary roles: (1) 
operational and (2) advocacy. Operational NGOs focus on fundraising 
activities that commonly depend on government grants and contracts 
for project implementation (Viravaidya & Hayysen, 2001; Werker & 
Ahmed, 2008). Advocacy NGOs on the other hand, focus on 
campaign activities to promote changes in specific causes to create 
public awareness, acceptance, and knowledge (World Bank, 1995). 
Some NGOs are both operational and advocacy (World Bank, 1995). 
Oxfam, a UK's charitable organisation, helps unfortunate families to 
rebuild their lives (operational) and also advocates changes in public 
policy that aim to reduce poverty (advocacy). 

 
3.0 NGOs in Malaysia 

Registry of Society (ROS) Malaysia is the government body 
that manages and administers the registration of Malaysian NGOs, 
enacted under the Societies Act 1966 where NGO is defined as any 
club, company, partnership and association of seven or more 
persons, whether temporary or permanent, formed or registered 
under any written law. Table 1 shows the statistics of NGOs 
registered under ROS. It is notable that the registration has tripled 
since the year 2010, an indicator that would further complicate NGOs 
to garner sufficient and continuous funding, limiting NGOs to reach 
self-sustainability.  
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Table 1 : Registration of NGOs in Malaysia (Registry of Society Malaysia, 
2017) 

Year 2010 2011 2012 2013 2014 2015 2016 
Number 3,828 6,318 7,803 11,231 8,384 10,453 10,695 

 
Malaysian NGOs in general, are distinguished into two groups: 

(1) states NGOs and (2) autonomous NGOs. States NGOs sponsored 
by a federal organisation, conduits of government policy and located 
within state bureaucracy under government agency and/or ministry. 
While state NGOs are very much influenced by government, 
autonomous NGOs, on the other hand, are independence, initiatives 
of a group of individuals that seek for common purposes and beliefs. 
Within these two groups, there are eight further groups of NGOs in 
Malaysia i.e. religion, social welfare, community service organisation, 
youths and sports, culture and arts, human rights, environmentalists 
and education, and research. 

 
4.0 Resource Dependency Theory (RDT) 

RDT has become one of the most influential theories in 
organizational theory and strategic management, characterises the 
corporation as an open system, dependent on contingencies in the 
external environment (Pfeffer & Salancik, 1978). RDT recognises the 
influence of external factors on organisational behaviour and although 
constrained by their context, managers can act to reduce 
environmental uncertainty and dependence (Hillman, Withers & 
Collins, 2009). Central to this is the concept of power whereby the 
organisation should attempt to reduce others’ power over them and 
seek to increase their own power over others (ibid). In essence, RDT 
suggests that organisation can pursue strategies to protect their 
independence and resist external control (Themudo, 2004).  

NGOs are entities that largely depending on funding and 
donations, a provision that is parallel to the RDT tenets, a basis that 
supported the application of RDT within the context of the study. 
Davis and Cobb (2010) revisiting RDT suggest, “if dependence 
comes from relying on a sole-source supplier, then an obvious 
solution is to find and maintain alternatives” (p.24), consistent to the 
aim of the proposed study i.e. to develop an alternative-based funding 
model that reduces the NGO’s dependence on traditional funding 
making. The model would institutionalise broader and impactful 
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funding streams in response to resource dependence principles of 
RDT. 

RDT has been usefully applied to analyse resource relations in 
NGOs (Themudo, 2004; Wang & Yao, 2016). Many studies of NGO 
resource relations and organisational independence used RDT as the basis 
for their conceptual framework (Themudo, 2004). Drawing on these 
premises, RDT offers the basis for this study’s conceptual framework.  

 
5.0 NGOs and Sustainability 

Sustainability is a pressing concern for NGOs as it is ultimately 
about making sure these organisations’ impacts can be sustained 
over time – a common concern for NGOs internationally (Davis, 
2015). Hailey (2014) describes sustainability as an ongoing process 
that involves the interaction between different strategic, 
organisational, programmatic, social and financial elements based on 
core attributes such as leadership capabilities and management 
competencies. 

Sustainable NGO is the one that is able to respond 
strategically and effectively to external changes, manage to access 
new sources of income and adapt their systems and processes to 
meet the new challenges, thereafter, continue to fulfill its mission over 
time (Davis, 2015; Hailey, 2014). The sustainability is inextricably 
linked to the overall environment in which NGOs operate which 
include the internal capacity of NGOs to deliver services or conduct 
advocacy, the relationships between NGOs and funders and other 
important stakeholders, and the inter-relationships between NGOs in 
the sector (Davis, 2015). NGO sustainability is also specifically 
associated with the way government, the private sector and their 
peers on civil society view them. NGOs’ ability to deliver services that 
are seen to add value, and appear accountable and transparent to 
these actors is also crucial in ensuring overall sustainability 
(Abdelkarim, 2002; Aldaba et al., 2000; Devine, 2003; Fowler, 2000; 
Okorley & Nkrumah, 2012; USAID, 2013). Sustainable NGOs are 
regarded as able to build adequate financial reserves and 
strategically manage and finance all organisational costs and 
overheads. In practical terms, this means that a sustainable NGO is 
one which can continue with its core work and meet its mission, even 
if external donor funding is withdrawn (Hailey, 2014). 
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6.0 Funding Sources for NGOs 
There are two categories of funding sources for NGOs: (1) 

internal and (2) external (Sharma, Khan & Srivasta, 2016). Kim (2011) 
refers to funding as a sum of money provided by individual and/or 
organisation for a specific cause.  

Internal funding sources include the organisation’s internal 
activities and initiative to obtain funding. It includes membership fees, 
service charges paid directly by the client in exchange for services, 
investment income and income from the sale of goods and services. 
The membership fees amount is generally fixed determined by board 
members, determined on a monthly and/or annual basis by NGO. 
Some members provide voluntary payment fees compared to the 
specified payment rate (Viravaidya & Hayssen, 2001). Some NGOs 
provide sales of goods and services for income generations that 
include handicraft and souvenir shops, coffee shops and restaurants, 
t-shirts, and publishing magazines. 

External funding sources derived from an outside organisation 
and/or depend on external factors. This includes government and 
private sector fundings (Salamon, Wojciech & Sokolowski, 2016). The 
government funding is typically in two routes, which are grants and 
donations in support of specific organisational activities or services 
(Carey & Braunack-Mayer, 2009). The private sector includes funding 
received from the following sources: (a) individual contributions, (b) 
private foundation grants, (c) corporate donations and (d) 
contributions channelled through federated giving funds or programs 
(i.e. general public, business or government agencies) (Bibu, 2013; 
Conradie, 2008). 

Typically, NGOs rely heavily on external funding sources. 
However, some of the larger NGOs are experimenting with new 
approaches to raising funds (alternative sources of funding) like self 
generated revenue (earned-income) to address the shortcoming of 
the external funding. Nevertheless, very few notable of these 
initiatives exist and many of these are still in their infancy and many 
more invested in this and fail than those that are successful (Davis, 
2015). Some limiting factors are identified for this i.e. limited amount 
of staff NGOs to commit to such activities and the tendency the 
activities to distract the NGO from its core mission (ibid). Though 
there is growing interest in the new approach to shift from traditional 
funding-making, it is apparent that success on this is a rarity. 
Therefore, a development of alternative-based funding model that 
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reduce the NGO’s dependence on traditional funding making is 
ultimately warranted at this juncture. The model that incorporates 
diversifying income streams (based on internal and external funding 
sources) would harness greater independence and resilience and 
willingness to explore more routes to sustainability. A hybrid 
resourcing strategy (how to strategies the income diversification) will 
be framed into the model. Hybrid resourcing strategy refers to a mix 
of strategy; combination of various strategies to form diversification of 
funding streams. According to Themudo (2004), diversification is 
probably the key strategy to be pursued by NGOs to avoid external 
control caused by resource dependence. Since there will be major 
implications for NGOs in terms of their identity, values and culture 
(staff and board members will need new and different skills and 
competencies), the model will be meticulously developed alongside 
the concept of core competencies (internal embeddedness) that are 
needed to transform the NGO to handle the new financial realities 
without compromising its mission. Often, core competencies (capacity 
of the organisation that is central to its strategy and success) can be 
leveraged to create new opportunities, the engine behind an 
organisation’s growth (Thompson et al., 2018). Themudo (2004) 
argues that NGOs can strengthen their independence by developing 
their competencies in form of technical, management and strategic 
knowledge that are believed to reduce resource dependence, 
avoiding demands and preventing external control.  

 
7.0 Conceptual Framework: Alternative-based Funding Model 

From the reviews of literature and theoretical perspective, a 
conceptual framework that illustrates the proposed milestone to 
establish the alternative-based funding model of the study is 
developed. The framework suggests that the alternative-based 
funding model will be scrutinised upon different concepts (hybrid 
resourcing strategy and core competencies) while drawing on RDT as 
the foundation.  
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Figure 11 : Conceptual framework to develop the Alternative-based 

Funding Model 

8.0 Methodology 
This study is essentially qualitative and will adopt interpretivism 

as its philosophical stance. Interpretivism is deemed to be appropriate 
because it is believed to suit the chaos, complexity, unpredictability 
and uncontrollable nature of NGO’s environment (Lewis, 2010; 
Makuwira, 2014); it ensures that alternative-based funding model is 
contextually specific and appropriately values the journey that NGOs 
experience to solicit funding; and it treats NGOs and their 
experiences as inextricably related rather than separate. 

Samples will be the organisational leaders of NGOs registered 
with ROS that are operating in the vicinity of Wilayah Persekutuan 
and Selangor. The sample will be selected on certain criteria 
(criterion-based selection) to enable the study to obtain rich 
information on the exploration of the research objectives. The 
summary of the samples are shown in the following Table 2: 

 
Table 2 : Sampling of research 

Samples Organisational leaders from NGOs 
Samples selection criteria Registered NGOs 

Income statement is reported to ROS 
Years of establishment (at least five years) 
Location: Wilayah Persekutuan and Selangor 

Sampling procedures Purposive sampling 
Sampling frame List of NGOs registered with ROS 
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Semi-structured interview will be the method used to gather 
data from NGOs. The method will be adopted for its suitability to the 
research questions, which aim to explore and understand the what, 
how, why of the participants’ perceptions towards the research 
issues. The interview questions will be formulated by following several 
principles suggested by Berg (2000) and Mason (2002) who 
emphasised contextual and situational relevance of questions to 
samples. To gather well-rounded data, the interview questions will be 
developed in four types i.e. essential (to address the research 
issues), extra (to check the reliability of the participants’ answers), 
throw-away (to establish interviewer-interviewee rapport) and probing 
(to elicit more complete stories from the participants) questions (Berg, 
2000). The prepared questions will serve only as general guidelines 
for the interviews. During the actual interviews, the researcher will 
have to amend the questions and questioning strategies according to 
the interviews’ dynamics. Since the interview questions will be 
developed in accordance to several themes (to address the research 
issues: the essential questions), the thematic analysis will be used to 
analyse the interview data. Moreover, the technique has been widely 
used in many qualitative studies on analysing semi-structured 
interviews (D’Ostied-Racine, Dagenais & Ridde, 2016; Hongratana-
uthai, 2011; Spires, 2012).  

 
9.0 Conclusion 

Historically, NGOs have been founded on a great platform, be 
it research, education, health care, environment or poverty alleviation. 
Through the creation of resources and services, NGOs are purposed 
to impact communities and create a positive and sustainable change 
in the world. Many times NGO lacks the ability to create a long-term 
substantial effect on the community it serves due to shortage of 
funding (Ch’ng, 2015; Koshy, 2019). This study will sheds light for 
NGOs to drive beyond the traditional funding-making and enable 
them to overcome the constant threat of their money resources drying 
up through diverse streams of income, to keep it sustainable and do 
good for long term, championing social well-being. NGOs are the 
catalyst of the nation sustainable development goals (SDGs) 
alongside the government and private sector. An integrated nexus 
between the three sectors are undeniably critical to fully materialise 
the SDGs, highlights the significance state of NGOs within the context 
of the SDGs achievement for the nation. 
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This study theoretically is expected to further contribute to the 
academic literature by developing an alternative-based funding model 
in response to the resource dependence principles of RDT. While 
empirical studies addressed such response to the resource 
dependence of RDT are found in the literature, many attempts are 
delved into profit organisations (Khieng & Dahles, 2014; Mitchell & 
Schmitz, 2014), highlights the importance of positioning NGOs in this 
study. Themuda (2004) suggests studying NGOs and their resource 
relations in different contexts and types of NGOs is essential for 
better understanding the full impact of funding on NGO 
independence. Considering Malaysian NGOs as the context, this 
study seeks to explore the usefulness of undertaking research a 
developing country, which have been arguably been less researched 
in the NGO literatures (ibid).  
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