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ABSTRACTS

The paper examines how financial transparency
influences the extent of trust of philanthropists with
Non-Governmental Organizations (NGOs) in Punjab,
Pakistan. NGOs are also involved in solving social
problems including poverty reduction, health, and
education and their activities depend greatly on the
donations of philanthropists. But there have been
allegations of mismanagement of finances and poor
transparency that have raised doubts among donors.
Quantitative method was also used to collect data on
100 philanthropists using structured questionnaires to
evaluate their financial transparency perceptions in
NGO funds utilization. The findings indicate that there
is a strong positive correlation between financial
transparency and donor trust because philanthropists
are keen on availability of financial reports,
independent audits, and disclosure of funds. This
paper indicates that NGOs need to emphasize on
transparent financial dealings to develop trust among
the donors who are willing to offer long-term
assistance. The results indicate that the increased
transparency of financial reporting can play an
important role in improving the trust of
philanthropists, which will eventually make NGOs
sustainable and credible.
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1. INTRODUCTION

Non-Governmental
(NGOs) play a crucial role in solving
acute social issues such as reducing
poverty levels, offering health care
services and educational enhancement.
In areas where the government does not
intervene in the service provision, the
NGOs can be the main provider of
services to the underserved population,
as in the case of Punjab, Pakistan. These
organizations depend on the trust and
their
operations and reach out. Individual

Organizations

charity donations to finance
philanthropists and corporate donors
play a key role in the sustainability and
the the NGOs
(Zasimova & Kolosnitsyna, 2018).

development of

NGOs
sensitive and can be destroyed easily
due to the issue of
mismanagement, the
transparency, and poor accountability
systems. It has been identified that in the
case of donors having a feeling that the
organization has not been transparent in
the use of their donations, they lose trust
with the organization which may lead to
them withdrawing in future (McCann &
Johnstone, 2006; Mersianova et al., 2015).
Financial transparency that encompasses

Nevertheless, trust s
financial
absence  of

availability of financial reports, proper
breakdown of expenditure as well as
independent
ensuring that NGOs are accountable on
how they use their funds. Though the
value of transparency has been
recognized,  several @ NGOs  still
experience poor financial reporting or its
incompleteness, which causes a lack of
donor trust.

audits is essential in
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The main purpose of the study is to
analyse the impacts of the financial
transparency on funds utilization and
the trust levels of philanthropists
towards the NGOs in Punjab, Pakistan.
Although  the the
correlation between transparency and
donor trust is increasing worldwide
(Hyndman & McConville, 2018; Keating
& Frumkin, 2003), not much research has
been done on the same in the case of
Punjab. The proposed study aims to
address the gap by conducting a
quantitative evaluation of the way
philanthropists the financial
transparency of NGO and how it affects

literature on

view

the extent of their trust and their desire
to keep giving to such organizations.
The the
transparency on trust will be useful to

revelation of effects of
NGOs as they strive to improve their
governance mechanisms as well as
maintain sustainable funding of their
activities.

2. LITERATURE REVIEW

The issue of financial transparency
in building trust between the NGOs and
the philanthropists has been discussed in
detail in the literature available. It has
been reported that financial reporting
transparency is deemed a critical factor
in the construction and sustenance of
donor trust among NGOs (Hyndman &
McConville, 2018). The transparent and
easily understandable financial reports
including the income and expenses
report increase the likelihood of
attracting and maintaining donations by
NGOs (O'Dwyer & Boomsma, 2015). It
has been argued that open financial
policies will make donors know how
their money is being spent, which boosts
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their faith in the organization to use the
funds wisely (Bekkers & Wiepking,
2011).

The transparency of the financial
practices such as the application of
independent  auditing and  the
publication of financial statements are
considered as the major factors of
accountability in NGOs. Burger and
Owens (2010) assert that effective
reporting is accurate and comprehensive
reporting that ensures the organizations
will retain donor trust and will have a
chance at a sustainable funding (Burger
& Owens, 2010). On the other hand, non-
governmental organizations that do not
the
transparency or produce ambiguous or

adhere to minimum level of
inconsistent reporting on their finances
risk losing the trust of its donors

(O'Dwyer & Boomsma, 2015).

The studies that have been done in
developing nations have brought out
certain issues that are associated with
financial transparency in the NGOs.
Awio, Northcott and Lawrence (2011)
discovered that skepticism between
donors and NGOs will be realized when
NGOs are not able to provide sufficient
financial reports or have closed financial
activities and this will translate into
lesser donations (Awio at al., 2011). In
these situations, financial mishandling
and a lack of transparency do not only
undermine trust but also become a
danger to the sustainability of NGO
activities in the long term (Mersianova et
al., 2015).

Although transparency is considered
to be very important, numerous NGOs

DOI: https://doi.org/10.34010/injiiscom.v8i1.16672
p-ISSN 2810-0670 e-ISSN 2775-5584

in the developing world encounter major
challenges to the adoption of strong
financial reporting systems. According
to the study conducted by Saxton, Neely,
and Guo (2014), it can be recommended
that NGOs that are wusing digital
platforms to report finance are likely to
establish a closer connection to the

donors (Saxton et al., 2014).
Nevertheless, in developing areas,
including  Punjab, Pakistan, most
organizations  continue to  have

difficulties in providing financial reports
that publicly
comprehensible (Mersianova et
2015).

are available and

al.,

Overall, the literature agrees that
financial transparency is important in
building and sustaining donor trust.
Nevertheless, it also shows how NGOs
continue to struggle to make sure that
financial reporting is comprehensive,
transparent, and accurate especially in
areas that afflicted by poor
governance and monitoring,.

are

3. METHOD

The research design of this study
was quantitative and cross sectional
because it attempted to investigate the

association between financial
transparency and the trust of
philanthropists on the NGOs

functioning in Punjab, Pakistan. The
study was aimed at individual and
corporate philanthropists that make
regular contributions to the NGOs in the
area. One hundred philanthropists were
included in the representative sample of
the snowball sample method that is
effective in reaching participants within


https://doi.org/10.34010/injiiscom.vxix.xxxx

37 |International Journal of Informatics Information System and Computer Engineering 8(1) (2027) 34-45

a certain network, like donors in

philanthropy.

A structured questionnaire was used
to collect data and it consisted of closed-
ended questions in a Likert scale. The
questionnaire was set so as to record the
major demographic details of the
respondent, their level of financial
transparency of the NGOs and their
level of trust in the NGOs. The
respondents were also asked to measure
components of  financial
transparency such as availability and
clarity of financial reports, whether
independent audits are wused, and
whether NGOs responsive to
questions regarding how funds are used.

several

are

Other the
questionnaire were about the socio-
the
gender,
education level, occupation, and their

questions used in

economic background of
respondents including age,
frequency and volume of donation. This
enabled the researchers to examine the
effect that these factors could have on
the perceptions of financial transparency
and the level of trust on NGOs.

The Statistical Package for the Social
Sciences (SPSS) was used to analyze
data. The socio-economic background of
the respondents and general trends in
their perceptions of financial
transparency could be analyzed by
means of descriptive statistics, that is,
frequencies, percentages, and measures
of central tendency. In the hypothesis
testing, statistical methods used were
bivariate, including Chi-square tests and
Gamma correlation that analyzed the
correlation between financial
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transparency and the level of

philanthropist trust.

The study design focused on ethical
issues. Before the data were collected, all
the participants were explained the aim
of the research and were promised of
anonymity. Informed consent was got
with every respondent and all data were
anonymized to ensure the privacy of the
participants. This paper followed the
ethical rules of conducting research and
respected the rights of the participants.

The research process used in this
study gives a strong platform through
which the factors affecting donor trust in
NGOs can be analyzed. The study will

look
perceptions of financial transparency

into both demographic and
and shall offer practical information that
the NGOs can use to enhance their
transparency restore

standards and

confidence among the donors.

3.1. The socio-economic background of
the respondents

This research was conducted on 100
philanthropists, which has represented a
proper sample of donors to NGOs in
Punjab, Pakistan. The demographic
factors that influence the perception of
the respondents concerning financial
transparency in NGOs were examined
through their socio-economic
background. Table 1 presents the
distribution of the socio-economic
characteristics of the respondents such as
their age, gender, occupation and level
of education.It was determined that
most respondents (59%) were aged
between the range of 18-33 years, which
is considered to be a rather young
philanthropic ~ population.  Gender
distribution indicated a disproportionate
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number of male respondents (82%) and
those of the female respondents (18%).
Concerning occupation, 41 percent of the
sample consisted of business owners and
salaried employees, and the rest 18
percent belonged to other occupations.
The majority of the respondents were at
least on a bachelor level; 48 percent of
the sample had one bachelor degree and
35 percent had a master degree or
higher.

Such results indicate that the
philanthropic donors in this sample are,
by and large, young, male, highly
educated, and equally divided between
the owners of businesses and salaried
workers. These demographic factors
deserve to be understood because they
can affect how they expect their NGOs to
be transparent in terms of their finances
and also their level of trust towards
them.

3.2. The influence of financial
transparency on the levels of trust

The primary aim of the study was to
determine the effectiveness of financial
transparency on the level of trust of
philanthropists in NGOs. The survey
findings showed that there was a strong
correlation between perceived
transparency of the financial practices
and the amount of trust that the
philanthropists placed on the NGOs that
they donate to. Table 1 indicates that
most respondents (59 percentage)
indicated that they trusted NGOs more
when there was evidence of financial

transparency in the organizations,
including availability of clear and
accessible financial statements, and

independent audit.

Table 1. Financial transparency and levels of trust philanthropists.

Statement Response | Frequency | Percentage
Perceived trust level in NGOs Not at all 11 11%
you are donating to nowadays

To some 49 49%
extent
To a greater 40 40%
extent
Perceived importance of Not at all 6 6%
financial transparency in

donor trust

To some 35 35%
extent
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Table 1 (Continued). Financial transparency and levels of trust philanthropists.

Response | Frequency | Percentage
Statement To a greater 59 59%
extent
Would you like to donate more Yes 82 82%
if the NGOs show more
transparency?
No 18 18%
Perceived trust level in Not at all 11 11%
NGOs you are donating to
nowadays
To some 49 49%
extent
Toa 40 40%
greater
extent
Perceived importance of Not at all 6 6%
financial transparency in
donor trust
To some 35 35%
extent
Toa 59 59%
greater
extent
Would you like to donate Yes 82 82%
more if the NGOs show more
transparency?
No 18 18%

The findings of the survey have
shown that most philanthropists (82%)
would consent to give more in case of
NGOs being more transparent in terms
of money. That shows that there is a
close connection between transparency
and trust, and that philanthropists might
donate more when financial reporting is
more transparent and the use of funds is
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disclosed openly. Moreover, 92 percent
of the respondent’s found transparency
in financial reporting to be vital in
establishing trust and 59 percent of the
respondents mentioned transparency to
be vital in their trust of a NGO.

The statistics reflect the noticeable
predilection of the philanthropists
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towards NGOs which are financially
accountable. The openness of the fund
usage, i.e. the availability of detailed
income statements, transparent accounts
of spending, and the approachability of
the financial issues was closely related to
the increased level of trusting. These
results indicate the idea that NGOs that
focus on financial transparency may
establishing long-term
relations with donors and ensuring they

succeed in

are able to sustain their program.

The findings are consistent with the
aforementioned literature reports that
suggested that organizations that are
transparent in their financial reporting
have higher chances of winning the trust
of donors and, thus, being able to attract
long-term philanthropic support
(Keating & Frumkin, 2003; Hyndman &
McConville, 2018). This highlights the
need to have clear financial practices as a

method of the
sustainability and the credibility of the

strengthening

NGOs especially in areas such as Punjab,
Pakistan where the donors are quite
sensitive on matters of accountability
and governance.

3.3. Bivariate analysis and hypothesis
testing

In this part, the research was done
on bivariate statistical analysis in order
to conduct the tests on the hypotheses on
the connection between the trust levels
of philanthropists in NGOs and financial
transparency of the organization. In
particular, Gamma correlation and Chi-
square tests were used to determine the
strengths and significance of these
relations. The hypothesis testing results
are presented in Table 2 that contains the
values of the Chi-square, the significance
levels and Gamma of the hypothesis.

Table 2. Bivariate analysis (Hypothesis testing).

Hypothesis Chi- | Significance | Gamma | Significance | Conclusion
Square Level Value Level
Value
H1: Philanthropists’ 40.158 0.000 0.954 0.000 Hypothesis
trust in the appropriate Accepted
use of funds increases
with the financial
transparency of NGOs
H2: Philanthropists are | 12.892 0.002 0.820 0.002 Hypothesis
more likely to donate to Accepted
an NGO that
demonstrates higher
financial transparency

The chi-square test of the H1 (trust
of the philanthropist in the proper use of
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funds as it increases with financial
transparency) gave a significant result,
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the chi square being 40.158 and the p-
value was less than 0.001. This implies
that there is a high correlation between
financial openness and the extent of trust
that philanthropists have on the manner
in which NGOs spend and use their
finances. Also, Gamma value of 0.954,
which is very significant, once again,
proves an extremely strong positive
relationship between these variables.
This implies that the more NGOs
disclose their activities, the more the
philanthropists become confident with
their financial management.

In H2 (the probability of
philanthropists to donate more to the
NGOs with a higher level of financial
transparency), the Chi-square was 12.892
and p-value was 0.002, which shows that
the
significant. The Gamma coefficient is

relationship ~ is  statistically
also 0.820 thus showing that there is a
strong positive correlation between the
transparency the
probability of higher donations. Such
findings suggest that philanthropists are
highly likely to donate more to the
NGOs that are transparent in their
financial matters.

financial and

The two hypotheses were accepted,
and the financial transparency does have
a significant role in the development of
trust and motivate further donations.
Such results confirm the evidence found
in the general literature, which
highlights the beneficial effects of
transparent financial behavior on donor
behavior and the sustainability of NGOs
(Saxton et al., 2014; Hansmann, 1980).
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3.4. Discussions

This study has been used to come up
information on how
transparency can help in
building trust among philanthropists
towards NGOs in Punjab, Pakistan. The
analysis shows that financial
transparency and the level of trust by the
philanthropists are highly positively
connected. It aligns with the overall
literature, which proposes that the
transparency of fund expenditure has a

with wvaluable
financial

direct effect on the donor confidence and
their belief to extend financial assistance
in the future (Hyndman & McConville,
2018; O'Dwyer & Boomsma, 2015).

Most of the respondents in this
paper reported that they became more
confident with NGOs when they
presented transparent and easy to
understand financial statements such as
the statements, expenditure
analysis and independent auditing of
their finances. This observation is
consistent with the opinion that
transparency is not only a legal or
administrative obligation but rather it is
critical to sustaining the trust of the
donors and obtaining the long term
financing (Bekkers & Wiepking, 2011).
Moreover, the researchers also found out

income

that most philanthropists (82 percent)
would be ready to give more provided
NGOs show more openness in their
financial operations. This highlights the
possibility of NGOs gaining more
funding through their adoption of more
transparent and responsible financial
policies.

The
important

tindings
to NGOs

are  especially
in developing
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countries such as Punjab where the

general population has a negative
attitude towards money management
because of poor administration and
accountability practices in the past
(Awio et al, 2011). Transparency in
financial reporting is one of the priority
areas of NGOs working in those regions
to guarantee sustainability of their
programs and long-term relations with
donors. There is also a change in the
behavior of the donors, as Mersianova et
al. (2015) state, who prefer to address the
beneficiaries  directly = instead  of
supporting NGOs (Mersianova et al,

2015).

Moreover, the results indicate that
NGOs require more robust governance
systems that emphasize their response to
requests
financial statements. Based on the study,

donor and disclosure of
philanthropists ~ will have  more
in the NGOs which are
proactive in action by providing
information and clarifying their concerns
that are raised regarding the use of
funds. Such practices do not only
establish trust with the people but they
also promote the credibility of the
NGOs, which improves their capacity to
gain and maintain  philanthropic
funding.

confidence

On the whole, the findings of this
study highlight the importance of
financial transparency as one of the key
factors that help to retain trust in the
NGOs and to sustain its viability. NGOs
can improve the confidence of donors by
improving their financial practices and
making them more transparent, expand
their funding base, and thus help their
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programs to be successful in the long
term.

4. CONCLUSION

This study reveals the importance of
financial transparency as a tool to the
establishment of  trust between
philanthropists and Non-Governmental
Organizations (NGOs) in Punjab,
Pakistan. It was found that there was a
strong positive correlation between the
degree of financial transparency and the
levels of trust of the philanthropists
whereby the respondents noted that
clear and easily available financial
reports, independent audits, and public
reporting on how the funds are used are
that
whether or not they could trust it.

important  factors determine

Moreover, most
indicated their readiness to give more
funds to NGOs provided the latter are
more financially transparent.

philanthropists

This study highlights that donor
trust does not only depend on the
motives of NGOs but also is strongly
determined by their financial
management in a responsible and
transparent manner. The findings of this
research add to the larger body of
knowledge on NGO accountability, and
the study is useful in offering a valuable
insight on how financial transparency
can boost the confidence of donors and
lead to long-term sustainability of
NGOs. Therefore, this research paper
confirms the idea that the NGOs in the
developing regions, like Punjab, should
concentrate on transparent financial
activities to guarantee their further

existence and prosperity of the
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organization due to the philanthropic
funding.

In the face of the growing need to
have accountability in the NGO field, the
results of this study have significant
implication in the management of
NGOs. The research paper also identifies
the need to improve financial reporting
procedures by organizations and to
embrace more transparent governance
structures. Future studies can be
conducted on the difficulties that NGOs
experience with enacting transparent
financial systems, especially in areas
where there is minimal regulatory
enforcement.

RECOMMENDATIONS

Due to the findings of this study the
following recommendations have been
given to improve financial transparency
and development of better relationship
between NGOs and philanthropist:

(i). Publication of Financial Reports:
NGOs are to publish the
transparent, detailed, and
understandable financial reports on
a regular basis. These reports are
supposed to contain detailed
description of sources of income,
allocation of the funds and the
effect of the donations. Clear
financial reporting gives the donor
more information about how the
money is spent and increases its
trust in the organization (Hyndman
& McConville, 2018).

(ii).Appointment of Independent
Auditors: NGOs also need to use
independent auditors to give
accuracy on  their financial
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statements. Financial reports that
have been audited independently
give credibility of the report and
that the company is committed to
accountability. Such audits are
necessary to assure the donors that
the money is being spent according
to the purpose (O-Dwyer and
Boomsma, 2015).

(iii). Responsive Communication with

Donors: The NGOs must have well
defined mediums of
communication with their donors
and must be responsive to
questions regarding the use of
funds. Transparency is appreciated
by donors because it is an
organization that is ready to
discuss issues. Such
communication does not only
create trust but enhances the
relationship between the NGO and
its followers (Saxton et al., 2014).

(iv). Use of Digital Platforms to

Disclose Finances: NGOs ought to
post their financial data in a simple
approach through digital
platforms. Sharing of financial
reports on websites or
dissemination  of  information
through social media may enhance
transparency of the organization
and also widen its target audience
to the potential donors. Online
resources offer a convenient
method of ensuring transparency
and stakeholder involvement, as
well (Saxton et al., 2014).

(v).Strong  Governance  Practices:

NGOs need to come up with
effective internal control
mechanisms that will make the
management of funding to be
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effective and ethical. This can be
done by proper reporting and
tracking of the use of funds and
ensuring that they meet the level of

may stimulate more donations and
attract philanthropists who place
emphasis on accountability
(Mersianova et al., 2015).

the law which will help in financial
In adopting these suggestions,

NGOs are able to be better placed to be
financially transparent, improve their
relations with philanthropists, and
achieve sustainable funding. Not only
will such gains be able to establish trust,
but also help in the long term success
and credibility of NGOs, especially
when it comes to places like Punjab,
Pakistan where transparency is the key

avoidance  of
mismanagement (Bekkers
&Wiepking, 2011). Such practices
are the key to developing and

integrity  and

sustaining donor confidence.
(vi). Publicity on the Need of Financial

NGOs
promote awareness among donors,

Transparency: must

and the general population about
the need of financial transparency.

Spreading the word on the towards gaining donor trust and
advantages of transparent practices ensuring that the necessary services are
maintained.
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