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The Non-Profit Organisation Act, of 1997 provides a regulatory framework for
NPOs in South Africa. The aim of the study was to investigate the factors that
impede NPOs to comply with the NPO Act. Ugu District in KwaZulu-Natal was
used as a case study. The research problem is located in the significance of
Section 18.1 of the NPO Act requires them to register with the Department of
Social Development and to submit annual returns to keep their registration status.
Face to face interviews were conducted with 15 NPO managers and 15
coordinators. The study findings highlighted a lack of human resources,
governance issues and lack of board or management committee capacity and
capabilities to ensure compliance.

The conclusions from the study indicate that NPOs suffer from Ineffective
governance structures and lack of capacity to run the NPOs successfully. Training
was recommended as a possible remedy to the identified problems.
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INTRODUCTION

The Department of Social Development introduced a number of policy frameworks aimed at regulating the
work of Non-Profit Organizations (NPOs) in South Africa. Principal amongst these policies is the Non-Profit
Organizations Act 71 of 1997 (NPO Act). The objective of the NPO Act is to encourage and support nonprofit
organizations in their contribution to meeting the diverse needs of the population of South Africa. The
achievement came through increasing the transparency and accountability of the organizations beyond their
immediate role-plays (Department of Social Development, 2016). This accountability and transparency
improves the governance of the organization’s financial management and ultimately improve service delivery
and reporting.

The overall aim of the study is to research the factors that impede small and rural Non- Government
Organizations (NGOs) to comply with the NPO Act.

NPOs, especially Non-Government Organizations (NGOs), are important in the delivery of services to poor
areas where Government resources cannot reach. According to Sibanda (2009), NGOs play a pivotal role in
addressing issues such as poverty, HIV/AIDS, crime, violence, family dysfunction and numerous other social
problems. However, compliance with the NPO Act appears to be a problem in small and rural NGOs. Non-
compliance with legislation threatens their registration status and, therefore, access to Government funding. In
addition to the NPO Act, King III report on corporate governance had several recommendations for NGOs
(Institute of Directors, 2012).

The disturbing factor is how many small and rural NGOs are aware of these additional compliance
requirements. In general, non-compliance with these requirements will threaten funding by international donors
and Governments. Small and rural NGOs being away from urban areas and being vulnerable to lack of
resources (financial and tertiary resources) seem to be at a disadvantage compared to urban, big and resourceful
NGOs.

PROBLEM STATEMENT

NPOs play a vital role in the delivery of social services in South Africa (Sibanda, 2009). Section 18.1 of the
NPO Act requires them not only to register with the Department of Social Development, but also to submit
annual returns to keep their registration status (NPO Act, Act 71 of 1997, as amended). What bothered the
researcher was that if the annual returns are not submitted, NPOs would be deregistered and therefore not able
to operate. Recent evidence from the sector indicates that in 2013, 36 513 organisations were de-registered, 35
217 are on a warning (non-compliant) while only 29 019 are in good standing (registered), out of the
approximately 85000 registered on the NPO Directorate database (NGO Pulse, 2017). This affects service
delivery and subsidies these organisations get from Government.

NGO's are getting registered with the Department of Social Development on daily basis and at the very same
time, a number of them are getting de-registered due to non - compliance. Organisations do not submit annual
reports as expected by the ACT and therefore are not compliant, we are therefore asking, who is to be blamed
for the deregistration of NGO”s (Tipfuxeni, 2017). The main problem is that while registration on the NPO
register has been gaining importance in recent years, compliance with the NPO Act in respect of annual returns
and other issues had not been emphasized. There is currently no evidence- based research conducted to
ascertain the reasons for non-compliance. In relation to this study, the researcher will recommend the best
solution to the problem that will be both theoretical and practical in nature.

THE ROLE OF NON-PROFIT ORGANIZATIONS AS CIVIL SOCIETY IN THE ADVANCEMENT
OF DEMOCRACY AND SOCIAL UPLIFTMENT

In the context of this study, civil society and civil society organizations describe a collective of all types of
NPOs. The draft NPO policy framework on the amendments of the NPO Act 71 of 1997 defines the term civil
society as commonly embracing a diversity of spaces, actors and institutional forms, varying in their degree of
formality, autonomy and power. Further the draft policy framework mentions that civil societies are often
populated by organizations such as registered charities, development non-governmental organizations,
community groups, women’s organizations, faith-based organizations, professional associations, trade unions,
self-help groups, social movements, business associations, coalitions and advocacy groups (DSD: Draft NPO
policy framework, 2014).

- |
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The benchmark set by the King code on corporate governance in South Africa (King II and King IIT) ensured
that South Africa’s corporate social investments practices lead the pack internationally (IoDSA, 2012). The
King report provided not only normative guidelines to report financial results but also how companies influence
the economic lives of the community in which it operates (IoDSA, 2012). This brings one to the influence that
companies though NPOs they fund have influenced the communities’ way beyond the local economies. This
section will look at literature in terms of how NPOs influenced and shaped the socio-political landscape.

This performance of this social watch role requires both transparency and accountability on the part of NGOs.
The Government’s second expectation is that NGOs will assist in expanding access to social and economic
services that create jobs and eradicate poverty among the poorest of the poor. This requires cost effective and
sustainable service delivery. NPOs adopt both community driven and needs-based approaches to development.
This bottom-up approach necessitates powerful activists that will challenge the status quo with an objective of
improving the lives of communities. Therefore, NPOs need to contextualise their relationship with corporate
companies and Government in relation to the projects funded (Van Dyk and Fourie, 2015b).

One way that business-society linkages can be found and be exploited by an activist in ensuring that
Government accounts are in the area of CSI is where business funds the development of the community in
which they operate (van Dyk and Fourie, 2015b). In this way, activists can fight and force Governments to
deliver services without worrying about the source and influence of funding from Government. According to
Claeye and Jackson (2012) the NPO sector in South Africa is undergoing radical changes. Thus, as supported
by the institutional theory which argues that uncertainty and ambiguity, resulting from, for example, sectoral
changes, may encourage organizations to imitate models that are perceived to be more legitimate or successful
(DiMaggio and Powell, 1983). Current changes in the donor community might explicitly or implicitly coerce
NPOs to adopt certain ideas and practices to attract funding either from Government or the private sector
(Claeye and Jackson, 2012).

There is no argument that contradicts the NPOs’ important developmental and activist roles in communities
and the fact that social capital resides in organizational networks operating in impoverished environments (van
Pletzen et al., 2013). Therefore, these organizations shape policy and democracy in different ways. This is
evidenced in the role played by the Treatment Action Campaign during the era of Government AIDS denialism
and the subsequent change in policy.

According to van Pletzen, Zulliger, Moshabela and Schneider (2013), health-related NPOs in South Africa, and
in particular their regional characteristics and partnership networks, are under-researched (van Pletzen et al.,
2013). In 2011 the South African Government introduced policy guidelines on ‘re-engineering primary health
care’ and new arrangements for community-based care, which is silent on the nature, role and future of NPOs
in health sector (van Pletzen et al., 2013).

While this could be a challenge at surface value, it also presents an opportunity for CSI and philanthropy funded
NPOs to grab the space and thrive. Habib supports this view by arguing that NPOs or civil society by definition
are not homogenous (Habib, 2003). This means that there are institutions within the civil society movement
that reflect diverse and even contradictory political and social agendas that do not need to be defined in
Government policies (Habib, 2003). The state-society relations must, therefore, reflect this plurality.
Historically, civil society in the form of community-based, national and international NPOs played an important
role in counteracting and challenging the inequities of the apartheid socioeconomic system (van Pletzen et al.,
2013). It was noticed, however, that many organizations ceased to operate post-1994 and donor funding was
channelled into other areas of the new government’s policy imperatives (van Pletzen et al., 2013). In the health
sector during the HIV/AIDS denial debates NPOs played an important role in terms of provision of home-
based care services where the state services are failing. A category of lay health workers was employed by
NPOs to respond to the HIV/AIDS amidst the weakened health system in poor settings (Moshabela et al.,
2013).

This provision ensured that communities receive decent service despite the failure of state services. The state—
civil society relations and the failure of the state to provide services to underserviced areas meant the growth
of the NPO sector. According to Moshabela et al. (2013), this could be viewed in two ways. On the one hand,
it can be regarded as a positive development that closes the gap created by weak systems in underserviced
areas, attract additional external resources and improve service delivery.
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On the other hand, the increase in the number of NPOs can be viewed as establishing an uncoordinated and
unregulated system of delivery in which NPOs and their founders are given free reign to implement their
operations in the community (Moshabela et al., 2013). The second point is important for the state-civil society
relations in that the state is enacting policies that regulate the civil society movements especially the
international NPOs and those funded externally. The introduction of the NPO Act and its provisions is one of
the measures the state introduced to regulate civil society.

The counter argument is that there is a danger that poorly regulated “pluralism” of NPOs that Habib refers to
may increase competition and ultimately become a battle for power and access to scarce resources, with
household needs and service delivery becoming secondary goals (Moshabela et al., 2013). There has been rapid
emergence of NPOs across in South Africa in the recent past as evidenced in the NPO register which means
Government needs external support or intensified systems to monitor their activities which in itself could be
subject to intense debate. Moshabela further supports the point that while the expansion of NPOs could serve
to close the service delivery gaps, open up employment opportunities and create a platform for societal
transformation, literature suggests that plurality of NPOs may grow into a source of concern (Moshabela et al.,
2013)

One of the scholars in the NPO/civil society field asserts that liberal scholars highlight the important role played
by the NPOs in the process of democratisation. This is partly due to their close proximity to the communities
they serve and their role in raising public awareness and supervising the hegemony of the state (Geng and
Meijs, 2016). Conflict in this instance is inevitable.

This is also supported by the public rational choice theory, which states that the Government is a self-benefit
maximising bureaucrat that adopts different strategies to keep society under control (Geng and Meijs, 2016).

MODELS AND APPROACHES OF THE NPO SECTOR

This section will give a brief perspective on the models and approaches that characterise the NPO sector. These
models and approaches include, amongst others, managerialism approach, agency approach, postcolonial
approach and the mimicry approach. It will also attempt to show a link between the agency approach and the
mimicry approach within the broad postcolonial approach.

THE INTERNATIONALIST APPROACH

This internationalinalist approach calls for strong sustainability and symmetrical stakeholder relations coupled
with the integrative and ethical theoretical perspectives (van Dyk and Fourie, 2015b). This integrative model
views businesses as part of society just like the sustainability model according to which businesses also depend
on society for survival, and the ethical model which views corporate social investment as an ethical obligation
to the society in which the organization operates (Garriga & Mel¢, 2004 cited in van Dyk and Fourie, 2015b).
These models or approaches have attracted the attention and scrutiny of NPO scholars (Claeye and Jackson:
2012).

Claeye and Jackson (2012) observed the application of the term managerialism in the NPO sector which used
concepts such as “accountability, transparency, participation, and efficiency, as well as practices like double-
entry bookkeeping, strategic planning, Logical Framework Analysis, project evaluation, and organizational
self-assessment” and “has been shown to be pervasive in NGOs’ operations” (Claeye and Jackson, 2012: 603).
These terms and concepts are reflective of the management models used and have been borrowed from
management practices of funders. This further shows the influence that funders have over the NPOs they fund
(Claeye and Jackson: 2012).

Claeye and Jackson (2012) also observed that literature on NPOs reveals that these managerial terms and
concepts are used on the NPOs day to day management in both developing and developed countries (Claeye
and Jackson: 2012). It, therefore, follows that management practices in NPOs are influenced by the institutional
context of international aid and what can be called the myth of aid effectiveness.

The Human Agency Model

The human agency model for NPOs presents an alternate view of how NPOs operate and are managed.
According to Clegg (2010), the human agency model argues that institutional order in NPOs is always fragile,
negotiated and open to disruption by people who either do not know or willingly do not adhere to the rules
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47




IJMEET / Volume 1, Issue 2, 2023

(Clegg, 2010). This model demonstrates that the NPOs could be led by management practices that are
disruptive and challenge the status quo in various ways.

Mishra and Hodge (1991) argue for the postcolonial theory which they describe as a loose conglomerate of
scholars focusing their attention on the problem of the ‘Other’ who is often located in developing countries,
and his or her representation in Western or developed countries’ discourse (Mishra and Hodge, 1991). They
further assert that this relationship is characterised by issues of power and knowledge, which are central to this
representation, and understanding of the categories of ‘Self” and the ‘Other’. These scholars argue on the
relationship between centre and periphery by building on the concept of hegemony or domination by consent
(Mishra and Hodge, 1991).

The Mimicry Approach

Bhabha (1984) introduced the approach of mimicry in trying to understand how NPOs operate. The notion of
mimicry is defined as “a complex strategy of reform, regulation, and discipline, which ‘appropriates’ the other
as it visualizes power” (Bhabha, 1984). Ashcroft et al (2007) explain it better by arguing that the colonial
subject or the colonised is encouraged to ‘mimic’ the coloniser, by adopting the coloniser’s cultural habits,
assumptions, institutions and values (Ashcroft et al., 2007). This means that the practices of the NPOs in the
colonised country are encouraged to mimic the practices of the coloniser with an aim of harmonising these
practices between the two countries (Claeye and Jackson, 2012).

In the case of South Africa, it means that the local NPOs are encouraged to adopt practices and values of the
NPOs in the United Kingdom as the previous coloniser. This has translated into other countries and defines the
relationship between the NPOs and funders such as The German Technical Cooperation/Gesellschaft
Technische Zusammenarbeit (GTZ) now transformed into Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ), an international development company funded by the German Government. This
approach of mimicry explains the concepts of domination and hegemony very well (Claeye and Jackson, 2012).
Around the global village that is the world today, various authorities, governments and societies are
increasingly acknowledging the pivotal role of NPOs in dealing with social needs from basic poverty, health
and sustainable environments (Zulkhibri, 2014).

However, research from China and Netherlands indicate that states tend to apply a range of strategies (e.g.,
political restrictions and financial instruments) in order to assimilate NPOs into the developmental planning of
the government, for example., by stimulating the economic functions of NPOs while weakening their
democratic functions in intangible ways (Geng and Meijs, 2016).

RESEARCH DESIGN AND METHODOLOGY

The study adopted a design that describes the factors that impede NPOs from complying with the NPO Act by
examining critical organizational behavioral factors consistent with good governance. The study, therefore,
implemented a descriptive research design as it facilitated the smooth sailing of the various research operations,
resulting in making research as efficient as possible yielding maximal information with minimal expenditure
of effort, time and money (Mouton et.al, 1997).

The population in the research includes all NPOs that are located in the UGU District of the KwaZulu-Natal
province. A database of NPOs in the district compiled by the office of the Premier under the programme
“Sukuma Sakhe” and published under the heading “Integrated Community Caregiver Directory of Services
Ugu District” was used as a source of all NPOs in the Ugu District. In this database there is a total of 166 NPOs
listed.

In this research study, the researcher has drawn inferences about all the NPOs in the Ugu District (population)
as the sample was a representative of the population. Further, with a structured interview, the researcher gained
in-depth knowledge of the NPOs in the Ugu District through the NPOs in the sample. Thirty face-to-face
interviews were conducted to NPO managers (called Directors or Executive Directors). These are managers
who link the day-to-day operations of the NPO with the Board, which is a governance structure. In addition to
these face-to-face interviews, 15 interviews were conducted with Coordinators who understood the day-to-day
operations of the NPO being studied.

MAJOR FINDINGS
C_____________________________________________________________________________________________]
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Main Objectives Of The Npos

The study discovered that 40% of participants came from organizations that are working with children while
20% of participants came from organizations working with youth and adults. The majority of participants, i.e.
40% work in drop-in centers for orphans, provide lunch and residential care for abandoned, orphaned and
vulnerable children. One of the main priorities of Government Programme of Action especially outcomes 2
and 7 that refer to “a long and healthy life for all South Africans” and “vibrant, equitable and sustainable rural
communities with food security for all” respectively, prioritize projects linked to children.

Core Business of the NPOs

The main business activity of the majority of organizations in the study was social development and child
welfare, child services and day care. Both social development and child welfare, child services and daycare
each comprised 26.67% of the organizations in the study. This result corresponds with the result in the previous
section and reflects the importance of the child services and youth in the country.

Year of Establishment

Year of the establishment is important in the study as it indicates the level of maturity for the organizations.
The longer the organization in operation, the more mature it should be and the opposite is true. In the study,
25% of organizations were established in 2002 as compared to 16.67% that was established in 2011. This means
that 25% of organizations were more matured in their development as compared to the 16.67% who were less
mature. It is therefore expected that the 25% more matured organizations who have been in operation longer
have more knowledge and experience of compliance with the NPO Act.

Factors that Relate to Governance

Just over 53% of participants were satisfied that members of the Board or management committee both
individually and collectively understand what the NPO Act expected of them while 6.67% were more satisfied.
In the same vein, just over 33% of participants were less satisfied while 6.67% were absolutely not satisfied. It
1s significant that 40% of participants in the study were either less satisfied or absolutely not satistied (sum of
33.33%, less satisfied and 6.67% absolutely not satisfied) while either 60% is satisfied or more satisfied (sum
of 53.33%, satisfied and 6.67% more satisfied).

The knowledge gap at Board and management committee level is critical and has governance implications.
This means that if members at governance level do not understand what the NPO Act is expecting of them, it
would be difficult to put systems in place to ensure good and effective governance.

FACTORS THAT RELATE TO CAPACITY AND CAPABILITIES

Just over 46.15% of participants reported that they were less satisfied that their Boards or management
committees have taken steps to review and understand the terms and provisions of the NPO Act, while the same
percentage i.e. 46.15% reported being satisfied. NPOs that were absolutely not satisfied accounted for 7.69%.
This question refers to the capacity of the Board in terms of knowledge and understanding of the provisions of
the NPO Act.

It is significant that an over 46% were not satisfied which indicates that Boards do not have the necessary
knowledge base, capacity and capabilities to execute their functions effectively and efficiently.

About 66.6% of participants were less satisfied with the Board member’s skills, experience, time and resources
to undertake their duties. This is in contrast to 26.67% of participants that reported to be satisfied. A proportion
of 6.67% participants reported that they were absolutely not satisfied with the Board member’s skills,
experience, time and resources. Further, a proportion of 73.34% participants were either less satisfied or
absolutely not satisfied looking at the skills, experience, time and resources of Board members. Skills base,
especially at Board and management level, is important for well-functioning organizations.

The statistic that 66.6% of participants reported, that they were less satisfied is worrisome as skills, experience,
time and resources are necessary for NPOs. The independent code of good practice for NPOs supports this
statement by stating that an NPO was constituted to benefit the public and thus its actions and decisions must
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be motivated by the intention to achieve this purpose. It, therefore, follows that if there are no skills, experience,
time and resources in the NPOs the goals of the organization will not be realized.

A proportion of 53.33% of participants indicated that they do not have enough human resources to ensure
submission of financial and non-financial reports to Department of Social Development annually while 46.67%
of participants indicated that they have adequate human resources to ensure submission of these reports. The
issue around adequate human resources were linked to skills in the organization.

These are areas of capability and capacity of organizations. It is significant that over 50% of participants
indicated that their organizations are not adequately resourced. This lack of human and other resources hamper
service delivery and ultimate reporting to the Department of Social Development. Drawing up of financial and
non-financial reports is prescribed in Sections 17 and 18 of the NPO Act.

LACK OF LEADERSHIP AND MANAGEMENT SKILLS

Possession of an up to date registration certificate by NPOs is a requirement of the Non-Profit Act, as amended.
Leaders and senior managers need to take charge of this important requirement. 60% of NPOs had an up to
date certificate of registration while 40% did not have an up to date certificate of registration. Respondents
who indicated they did not have the up to date certificate of registration were probed further as for why they
did not have one. Replies varied ranging from “don’t know (sic)” to have received the certificate of registration
upon first registration.

From the above lack of knowledge or provisions of the Non-Profit Act, as amended, impede respondents from
compliance. While the Non-Profit Act, as amended is available to read and apply, the Department of Social
Development has the responsibility to ensure that NPOs are fully conversant with the Act that governs their
activities. One of the respondents indicated that they are far from Department of Social Development offices.
This is true for most rural NPOs and poses a resource problem. The Department of Social Development,
therefore, needs to be proactive and decentralize their service provision more including mobile services to
remote parts of the country.

Lack of Understanding of Importance of Financial Records and Reporting

73.33%, indicated that they keep records of income, expenditure, assets and liabilities in their organizations
while 26.67% of respondents indicated that these are not kept in their organizations. Sections 17 (1) (a) and (3)
of the Non-Profit Act, as amended requires NPOs to keep and preserve accounting records and supporting
documentation for the prescribed period. The worrying factor, in this case, is the 26.67% who do not keep
records and thus do not comply with the Non-Profit Act, as amended. Interviewers probed these respondents
further to determine the reasons why records of income, expenditure, assets and liabilities are not kept.
Preparation or drawing up of financial reports at the end of the financial year is not only good practice in
business irrespective of its size but is a requirement of the Non-Profit Act, as amended. 46.67% of respondents
mentioned that their organizations do draw up annual financial statements while 53.33% mentioned that their
organizations do not draw up annual financial statements.

This is a worrying statistic as they are not only non-complying with the Non-Profit Act, as amended but also
are out of line with accepted business practice. When these respondents were probed as to why their
organizations were not drawing annual financial statements, they put the blame on the board and lack of
knowledge. Some even blamed the lack of funds for hiring appropriately qualified persons.

The Non-Profit Act, as amended is specific in the period for the drawing up of financial statements after the
end of the financial year. Of those organizations who draw financial reports, just over 33% (of 46.67%) produce
these statements within 6 while the same percentage of respondents said they take more than 12 months to
produce financial statements after the end of the financial year.

Further, the figure also reveals that 6.67 % (of 46.67%) and 13.33% (of 46.67%) take 3 months and 9 months
respectively to produce financial statements. Finally, a proportion of 13.33% (of 46.67%) of respondents said
their organizations take 12 months to produce financial statements.

Section 17(1) (b) of the Non-Profit Act, as amended gives NPOs a period of 6 months after the end of the
financial year to draw up financial statements. Respondents who reported taking 9 months and more (59.99%)
to draw financial statements were asked the reasons for taking that long. Most respondents mentioned the lack
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of appropriately skilled human resource, lack of resources, lack of funding to hire appropriately skills persons
and lack of knowledge.

Lack of Human Capital for Reporting

The Non-Profit Act, as amended prescribes the kind of reports and timelines for the submission of these reports
to the Department of Social Development. One of the prescribed reports is the narrative report that must be
prepared and submitted after drawing financial statements. 73.33% of respondents affirmed that their
organizations prepared a written or narrative report within 2 months of drawing financial statements. A
worrying factor is the 26.67% of respondents who responded to the negative.

Section 17(2) of the Non-Profit Act, as amended requires NPOs to arrange for an accounting officer to compile
a written report within two months after drawing up its financial statements. The aim of the written report is
to, amongst others, confirm that the financial statements are consistent with the accounting records, the
accounting policies are appropriate and applied, and that the organization has complied with the financial
reporting requirements of the Non-Profit Act, as amended. Organizations that were noncompliant were asked
to give reasons and mention was made of the lack of knowledge, the board not taking responsibility and
governance issues.

Submission of a narrative report of the activities of the NPO is one of the key sections of the Non-Profit Act,
as amended. 53% of respondents mentioned that they submitted the narrative report to the Department of Social
Development while just over 46% of respondents said their organizations did not submit a narrative report to
the Department of Social Development. This is a worrying high statistic (46.67% who did not submit) as section
18 (1)(a) of the Non-Profit Act, as amended mentions that NPOs must submit to the Department of Social
Development a narrative report together with its financial statements and the accounting officer's report within
nine months of the end of its financial year.

Clearly, just under 50% of respondents mentioned that their organizations were not compliant. In an attempt to
find the reasons for non-compliance, respondents were probed further and they mentioned reasons ranging
from lack of leadership, misunderstanding of the Non-Profit Act, as amended, lack of facilities to prepare and
submit reports, lack of communication from local Department of Social Development offices and lack of
funding.

Issuing a compliance notice is one of the prescriptions of the Non-Profit Organizations Act that informs the
Non-Profit Organization when it is in violation of the Non-Profit Organizations Act. 60% of respondents have
received a compliance notice from the Department of Social Development while 40% of respondents have not
received the compliance notice. Section 20(1)(a) of the Non-Profit Act, as amended requires that the Director
for Non-Profit Organizations in the Department of Social Development must send a compliance notice to a
registered Non-Profit Organization if the organization has not complied with its obligations in terms of sections
17, 18 and 19 and any other provision of the Act.

The 60% respondents who mentioned that they received the compliance notice means that they do not comply
with the Non-Profit Organizations Act, as amended, and have been warned and given timelines to comply. In
rural areas where Non-Profit Organizations offer much-needed service, this is a worrying statistic.

CONCLUSIONS

Non-profit organizations make a significant contribution to the socio-economic development of local
communities as they often play an intermediary role within society and have the ability to provide particular
goods and services where markets have failed or where government falls short. A good spread of Non-Profit
Organizations participated in the study, which is a cross section of the services that Non-Profit Organizations
provide in rural areas.

As mentioned in the literature review section of this study NPOs had played a significant role on challenging
the injustices of the past and addressing the needs of vulnerable communities. Looking at the core business and
main objectives of the NPOs participating in the study one can deduce that they deal with vulnerable
communities and try to better their lives. In classifying NPOs Moshabela et.al, gives the first classification as
small community based organizations organised at local level and led by local members of the community
(Moshabela et.al, 2013). Organizations that participated in this study fits this classification.
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The study had a research question that relates to objective one to find the factors that contribute to NPOs not

complying with the NPO Act. From the results of the study, the following themes have emerged:

Ineffective governance structures — The study revealed that most organizations suffer from ineffective

governance structures. This refers to Boards and management structures. These crucial structures make

decisions and give direction to the organization. Therefore, they are critical for the functioning of the

organizations.

Lack of accountability — Issues around accountability and lack thereof were revealed by the study. The study

discovered that this stems from lack of understanding of the NPO Act and its provisions. Data in the study also

revealed lack of awareness of the spirit of the NPO Act and why certain provisions were put in place.

Lack of experience, time and competent resources to carry out important compliance tasks — This feature is

critical to achievement of the aims and objectives of the NPO. The study discovered lack of competent

resources especially human resources in NPOs in the study as the main driver contributing to non-compliance

with the NPO Act. While the NPO assessment study conducted by Department of Social Development blamed

the “one size fits all” outlook of the NPO Act, it is clear from the study that NPOs do not have the necessary

human capital to understand the provisions of the Act and its provisions.

General lack of knowledge — The study discovered general lack of knowledge amongst NPOs in the study

that lies behind the non-compliance with the NPO Act.

This general lack of knowledge is additional to the lack of experience, time and competent human resources

discussed above.

Other drivers revealed by the study include:

1 Lack of understanding of the provisions of the NPO Act -

2 Board interference in operations

3 Lack of compliance or administrative incompetence from the Director of NPOs in the Department of Social
Development

4 Poor/ lack of management and staff capacity to implement the NPO Act

5 Lack of sustainable sources of funding affecting the sustainability of the organization

6 Lack of forums for sharing, learning and networking

The study also discovered that while registration in terms of the Non-profit Organizations Act is a voluntary

exercise, for some organizations in the study, it has become practically compulsory. It came out of the

interviews that those setting up and operating an NPO must register and maintain registration so that they will

be eligible for funding. Banks also insists on registration certificates for NPOs to open bank accounts.

Government departments and some donors require registration in terms of the Non-Profit Organizations Act as

a condition for funding, while others believe it contributes to increased organizations’ transparency and

credibility.

The study therefore discovered that instead of registration being voluntary in reality it is compulsory for NPOs.

It was demonstrated earlier in the study that in areas such as strategic planning, fundraising and business plan,

NGOs are reliant on the Transfer Payment Agreements signed by the Department of Social Development (DSD,

2015). For these transfers to be possible registration in terms of the NPO Act is mandatory. This leads to another

conclusion that the word “NGO” in this case is a misnomer as there is Government support implied. Winston

argued that sources of funding for NPOs is important in that they dictate what the NPOs will do with the funds

and how they report on the funds they get (Winston, 2002).

The study revealed that submission of financial statements and narrative reports to the Department of Social

Development on an annual basis for small and community based NPOs is an impediment. The NPOs that

participated in the study indicated a rural backwards in some developments, lack of infrastructure and resources

as contributing factors to poor submission of these legislated documents. Distance to Department of Social

Development’s offices also contributes. The timelines that these reports should be drawn up by and submitted

suites be restructured for the advantage of medium size to large NPOs who have the necessary resources. These

need to be revised for small and community-based organizations.

The study concludes that inefficiencies within the NPO directorate in the Department of Social Development

also lie behind the non-compliance of NPOs with the NPO Act. The NPO Act requires that the Department of

Social Development issue a compliance certificate to those NPOs that are not complying, however, this is done
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sporadically. Therefore, the Department of Social Development and specifically the NPO directorate need to
be hands on and follow through all non-complying organizations.

RECOMMENDATIONS

Based on the findings and conclusions made in the study the following recommendations are made:

The State Should Build a Conducive Environment for NPOs to Operate and Thrive

As part of ensuring effective democracy and democratic values, it is important that the state to build an
environment that allow civil society to thrive and operate freely. This strengthens democracy in the country.
The promulgation of the NPO Act was a start in that direction but more needs to be done. This can be achieved
through reviewing the impact of the NPO Act to small, rural and community based NPOs, as the “one size fits
all” approach of the Act seems to have compliance limitations.

In addition to the review, organizing workshops and mentorship programmes is another priority. The state also
needs to speed up the payment to NPOs in rural areas to ensure the flow of resources. The state can also link
up NPOs to the Small Enterprise Development Agency (SEDA) an agency of the Department of Small Business
Development to access structured mentorship programmes and access mentors. It is also recommended that
the NPO Directorate in the Department of Social Development needs to make itself visible by assisting NPOs
to forge partnerships with other Government departments and agencies as they work across sectors and
departments.

Building Capacity

Building of capabilities as organisations is based on its capacity, development and justice that have been
discovered in the study as the core values of NPOs. To achieve these NPOs must conduct regular workshops
to build capacities and capabilities in different sectors. This approach is recommended because it is based on
two normative notions that are closely linked to the work that NPOs do.

These are first, freedom to achieve well-being is of primary moral importance, and second, freedom to achieve
well-being is to be understood in terms of people's capabilities and their real opportunities to do and be what
they have reason to value. This can be achieved by linking small and community based NPOs with retired
managers in the area to build their capabilities and link NPOs with local and regional authorities to end the silo
operations. These can be initiated by NPOs themselves.

Foster Partnerships, Cooperation and Mimicry Amongst NPOs

This promotes the link up of small and community based NPOs with large and possibly international NPOs to
learn from them. Partnerships with big national and international NPOs can boost the management abilities of
the smaller and community based NPOs. They can actually deliver services on their behalf and become local
and strategic partners. Urban based, large and international NPOs have the capacity and infrastructure to
contribute staff and developmental expertise to the management of NPOs in rural and community based and
pass on these skills especially those relating to governance, Government policies and guidelines.

The Mimicry theory advanced by Bhabha and others and described earlier could be turned around to the
advantage of the NPOs. Private companies with well-established and conceived corporate social investments
can request as part of their partnerships with NPOs to mimic their governance, efficiencies, financial and
administrative measures to the benefit of all. They can agree on a mentorship programme that will build
structures that are conducive for small and community based NPOs to mimic the large and smooth running
NPOs.

These could be extended to other areas such as tendering and writing effective funding proposals that are
attractive to donors.
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