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ABSTRACT

The present study examined challenges and strategic pathways for strengthening Third
Sector Organisations (TSOs) in Karnataka. A total of 30 TSOs-covering NGOs, SHGs
and primary-level cooperatives-were selected from Kolar, Chikkaballapur and
Tumakuru districts. Garrett’s ranking technique was employed to assess the key issues
and challenges faced by these organisations. The results revealed the major constraints
for NGOs to be, financial limitations (62.33), challenges in reaching target groups
(53.87) and women empowerment initiatives (51.13). For PACS, the leading
challenges were high overdue and NPAs (66), political interference (64) and
lack of infrastructure (36.8), while SHGs primarily reported financial difficulties.
Across all TSOs, a heavy dependence on external financial agencies (100%) was
observed. The study further highlights that NGOs emphasized diversification of
funds and improved governance, SHGs prioritized entrepreneurship and timely
credit, while PACS focused on strengthening loan recovery and reducing political
interference. These strategies underscore the critical need for financial sustainability,
capacity building and institutional reforms to enhance the long-term effectiveness of
TSOs in Karnataka. The study recommends strategic financial management,
diversification of funding sources and reforms to streamline regulatory processes
for strengthening the third sector.
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THIRD sector organisation means a value-driven,
non-governmental organization that principally
reinvests its surplus funds to further social,
environmental or cultural objectives and encompasses
voluntary and community organizations, charities,
social enterprises, co-operatives and mutual.
(Salamon & Anheier, 1998 and Defourny & Nyssens,
2010).

The third sector faces major governance challenges,
especially for organizations involved in political or
community development activities. They must
balance accountability, transparency and stakeholder
expectations while pursuing social goals. Increasing
market-driven government funding has reduced

resources for advocacy-based organizations and
partnership networks often threaten the independence
of not-for-profits (Barrekat, 2008). NGOs face two
main types of challenges: intra-organizational issues
such as funding, leadership and management and inter-
organizational issues like coordination and public
participation. Common problems include inadequate
funds, weak leadership, poor communication and
urban-centered operations (Ali, 2011 and Kakumani
& Kotte, 2011).

NGOs encounter several challenges, including weak
institutional structures, lack of transparency,
inadequate funding, poor governance and ineffective
communication. Many also face political interference,
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limited capacity and confusion over regulatory roles.
Strengthening leadership, governance and local
resource mobilization-along with better use of
ICT-can enhance their effectiveness (Prabhakar,
2014). Leadership in the third sector functions
in a dynamic social, economic and political
environment. It faces pressure to adapt while
balancing external challenges with internal issues
such as funding stability, organizational independence
and commitment to core values (Julie, 2017).

Local participation in NGO activities remains low
due to several factors and challenges. Limited
community awareness about educational initiatives
and NGO programs often hinders effective
participation and project success. Additionally,
poverty restricts people’s involvement in such
activities (Anthony, 2020). Funding is another
major operational challenge, as many NGOs depend
on external and internal institutions, community
groups and individuals for financial and moral support
(Prasad, 2021).

NGOs face persistent challenges in securing
adequate and consistent funding for their voluntary
services. Accessing donors and meeting funding
conditions remain difficult tasks. Although
legally constituted, NGOs may or may not receive
government support-some are fully funded by the
government, while others receive only partial
assistance (Sumanth, 2021).

Another key challenge is ‘Mission Creep,” where
changing funding trends and external pressures
influence organizational goals, diverting NGOs
from their original mission. While an NGO’s
mission provides direction and purpose, shifting
donor priorities and structural constraints often
make it difficult to remain fully aligned with founding
objectives (Liz, 2022).

The third sector in India represents a diverse public
space where social aspirations intersect through
formal and informal organizations. Cooperatives and
NGOs are its most structured forms, while SHGs and
community groups extend its grassroots reach.

Together, they address developmental challenges and
promote socio-economic progress (Rajendran, 2003).

A strong NGO-government relationship depends on
shared social objectives and mutual respect. When
governments are repressive or weak in poverty
alleviation, NGOs often act independently.
However, collaborative partnerships can thrive
where government policies and NGO goals align,
emphasizing autonomy, diversity and genuine
cooperation to enhance service delivery (Yunong
etal., 2011 and Ani et al., 2014).

NGOs should promote new technologies to boost
farm productivity and help the poor acquire assets in
a supportive environment. Government assistance in
institutional development can strengthen NGOs’ role
in poverty alleviation, while NGOs should also
diversify funding through community savings and
private donations rather than relying solely on
government support (Muhammad et al., 2011).

Women’s empowerment can be achieved through
social and economic interventions that enhance
competence, self-reliance and self-esteem. These
factors contribute to better mental and physical health.
Moreover, by strategically engaging with formal and
alternative power structures, women can work toward
achieving equal rights with men (Robert et al., 2015).

India is home to nearly 3.4 million NGOs, equating
to one NGO for every 400 citizens. According to
NITI Aayog, in 2020, there were 117,147 registered
NGOs across the country, with 53 per cent of them
based in rural areas and the remainder in urban
settings (https://indianexpress.com). Karnataka alone
has 8,322 NGOs dedicated to various social welfare
initiatives (https://ngodarpan.gov.in). Additionally,
recent estimates show that approximately 40,295
Anganwadi workers, 561 NGOs, 8 Regional Rural
Banks, 20 District Central Co-operative Banks and
numerous commercial banks are actively involved in
promoting Self-Help Groups (SHGs). Collectively,
they have helped establish nearly 195,000 SHGs
in the state (https://dwcd.karnataka.gov.in).
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In Karnataka, out of 5,546 Primary Agricultural
Credit Societies (PACS), 5,355 are operational and
affiliated with 21 District Central Cooperative
Banks (DCCBs), together operating 744 branches.
These banks receive refinance from NABARD
through the Karnataka State Co-operative Apex
Bank. The average loan per farmer is Rs.45,008
and per PACS is Rs.1.80 crore (Dyavanaika
and Mokshapathy, 2019). Several third sector
organizations, including NGOs, SHGs and primary
cooperatives, contribute significantly to rural
development and poverty alleviation. Hence, the
present study focuses on Kolar, Chikkaballapur and
Tumkur districts to examine the link between third
sector organizations and government agencies in
delivering services to the rural poor.

METHODOLOGY
Study Area

The present study was carried out in Kolar,
Chickballapur and Tumkur Districts of Karnataka.
Three districts were purposely selected for the study
due to the presence of a large number of Third Sector
Organisations (TSOs) in all three districts.

Sampling Framework

A total of 30 Third Sector Organizations (TSOs)
were selected from three districts, comprising 15
Non-Governmental Organizations (NGOs), 10
Self-Help Groups (SHGs) and 5 Primary-Level
Cooperatives. Primary data were collected from
these TSOs and to meet the study’s specific
objectives, percentage analysis and Garrett’s ranking
technique were employed. The data pertain to the
year 2021-22.

Garrett’s Ranking Technique

Garrett’s ranking technique was used to rank the
challenges faced by TSOs. The procedure was given
by Henry Garrett and Woodworth (1969) suggested
the following formula:

100* (Rij - 0.5)

Nj

Per cent position =

Where,
Rij = Rank given for i item by a j* individual
Nj = Number of items ranked by j* individual

The percent position of each rank was converted into
scores by referring to Garrett table. Then for each
factor, the scores of individual respondents were
summed up and divided by the total number of
respondents for whom scores were gathered. The
mean scores for all the factors were ranked;
following the decision criteria that higher the value,
more important is the challenge of TSOs.

REsuLTS AND D1scussion
Activities of TSOs (Third Sector Organisations)

Data presented in Table 1 shows that different
activities carried out by sample TSOs. All the 30
(100.00%) TSOs are involved in the women
empowerment followed by, livelihoods development
(76.67%), education (60.00%), agriculture (56.67%),
environment (23.33%) and only 6.67 per cent engaged
in local governance.

In this study the types of women empowerment
have been classified into: Economic empowerment
which includes providing training for income
generating activities like tailoring and embroidery
skills (30-45 days), agarabathi making (5-10 days),
agricultural production and livestock activities etc;
Social empowerment which includes personal
and menstrual hygiene practices and various other
community awareness programs and Political
empowerment which includes strengthening elected
women’s leadership & political participation.
The education which includes tuition facility for
school and college students, skill development
programs for graduates, training on job opportunities,
quality education upliftment in Govt. schools and
awareness on children right etc. Livelihoods
development which includes, capacity building,
mitigating food insecurity, securing social
entitlements, enabling income opportunities through
MGNREGS, socioeconomic upliftment of poor,
vulnerable and disadvantaged sections of the
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community by providing them basic education,
trainings, awareness, land development and livelihood
interventions, creating awareness, well-being of
migrant workers, health and sanitation. Environment
which include natural resource management,
ecological restoration, sustainable use of natural
resources, conservation of biodiversity. The local
governance which involves as forests, pastures
and water bodies are shared by human settlements
and require inter-village cooperation, NGOs works
with contiguous villages and traditional forms of
local self-governance institutions and nests them
within Panchayats to gain formal recognition, to
create the institutional apparatus for debate and
dialogue at a block or landscape level. They assist
rural communities by Reviving rules and regulations
for the governance of shared natural resources, helping
secure legal rights to access and manage their
commons, creating a platform where districts and
states recognize and address local needs and
agriculture which include organic farming,
sustainable agriculture, watershed development, soil
testing, providing agri. inputs like seeds for
experimental plots, agricultural loan facilities,
livestock development, renewable energy, water
management and bio-fuel development.

TABLE 1
Activities of TSO
(n=30)
Activities I,f,(;'oosf Percentage

Women empowerment 30 * 100.00
Education 18 * 60.00
Livelihoods development 23 * 76.66
Environment 7 * 23.33
Local governance 2 % 6.67
Agriculture 17 * 56.67

*Multiple activities performed by individual NGOs

Challenges Faced by NGOs

The major constraints faced by NGOs in the study
area are shown in Table 2. The study revealed that the

TABLE 2
Challenges faced by NGOs

(n=15)
Garrett’s  Garrett’s

Challenges Score Rank
Financial constraints 62.33 I
Administration management 50.33 v
HR management 43.07 VI
External factors - Social/ Society, 50.27 \%
Political interferences
Challenges in meeting target 53.87 II
groups
Women empowerment 51.13 III

major constraints faced by NGOs are
financial constraints, followed by challenges in
meeting target groups and women empowerment,
recording Garrett’s scores of 62.33, 53.87 and
51.13 respectively. The major challenge faced by
NGOs is related to finance because many NGOs are
dependent on external source of funds for
organizational activity. Most NGOs reported that
the most difficult aspect of successfully running
their organisation was raising funds. The activities
of an NGO are often influenced by the priorities
and preferences of its financiers. Due to this, if an
NGO rely on limited sources of funding, they face
several difficulties if their funders decide to go on a
different route in the given year. Thus, it might be
difficult for TSOs to establish a business strategy.
One of the most prevalent criticisms levelled
against non-governmental organisations is that they
should be handled more professionally, like for-profit
corporations. However, the difference between the
two is that for-profit corporations can make
predictions about their profits and revenue sources
and typically anticipate where they are going. This is
hard for NGOs to accomplish since they rely on
donations, grants, contributions for the most part.
The second constraint is Challenges in meeting target
groups. It was due to NGOs serving at the grassroots
level to reach the poor people. The third major
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challenge is women empowerment it is because
many NGOs are working on women empowerment
and they are taking it as a more challenge in the
upliftment of women.

The other major challenges were Administration
management, External factors - Social/ Society,
Political interferences and HR management. NGOs
face significant administrative challenges, with poor
governance being a major issue. The lack of proper
strategic planning exacerbates many of these
problems, preventing NGOs from taking ownership
of their mission, values and project activities.
This vulnerability makes NGOs susceptible to
the changing priorities of donors, complicating efforts
to measure their long-term impact. In addition,
ineffective networking and communication systems
hinder collaboration, leading to duplicated efforts,
conflicting strategies and a failure to learn from past
experiences. Weak networking also breeds suspicion
among NGOs and the public, creating a lack of
transparency in their operations. Furthermore,
political interference in the daily activities of
NGOs often disrupts the implementation of
developmental projects in specific regions.

The human resource management challenges faced
by NGOs stem from the short-term nature of
projects and the low priority given to investing in HR
capacity building and employee retention. This
creates difficulties in retaining skilled, trained
employees, as many organizations lack proper HR
guidelines to effectively manage human resources.
For project-oriented NGOs, high and erratic
employee turnover significantly disrupts the
implementation of programs. Additionally, employees
are often recruited for positions without the necessary
qualifications or skills, which negatively impacts
their performance and the overall success of the
organization. NGOs also struggle to offer competitive
incentives and benefits due to financial constraints,
further exacerbating retention issues. Many NGOs,
especially in India, operate on project-based funding
with limited career development opportunities
for employees. The uncertainty surrounding funding
cycles makes it difficult for organizations to invest

in long-term employee growth and capacity
development, posing a significant challenge to both
the workforce and the organization’s effectiveness.

NGOs emphasized financial sustainability as their
core concern, prioritizing diversification of funding
sources (73.33%) and stronger networking with
government programs (80%). They also highlighted
the need for improved governance and transparency
(66.67%), capacity building of staff and volunteers
(60%) and promotion of women’s leadership
(53.33%). These strategies, if adopted, can reduce
donor dependence, enhance professionalism and
strengthen grassroots impact.

Challenges Faced by SHGs

The study identifies several major challenges faced
by Self-Help Groups (SHGs) in the area, as presented
in Table 3. The primary challenges, ranked
according to Garrett’s scores, are financial difficulties
(69.8), followed by training and capacity building
(54.3), entrepreneurial activity and group dynamics
(39.8) and socio-structural limitations (35.5). The
financial challenge stands out as the most significant
issue for SHGs, despite their role in enhancing the
credit worthiness of women. Concerns about the
sustainability of SHGs, particularly their transition
from microcredit units to microenterprises, are
prominent. Factors affecting their sustainability

TABLE 3

Suggested Strategies by NGOs to
Overcome Challenges

(n=15)
Per
Strategies Suggested Eg Oosf centage
(%)
Diversification of funding sources 11 73.33
(CSR, local donations, crowd funding)
Capacity building for staff and 9 60.00
volunteers
Improved governance and transparency 10 66.67
Networking with government 12 80.00
programs and other NGOs
Promoting women’s leadership in 8 53.33
projects
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include poor record-keeping of transactions, lack of
mechanisms for ensuring repayment and the
inability of some members to settle overdue amounts
due to financial hardship. Additionally, SHGs face
challenges such as inadequate bank loans, delays in
loan disbursement, lack of insurance and poor
investment choices. In some cases, bank loans lead
to overburdening and malnutrition among members.
SHG federations also struggle with poor financial
management skills, resulting in low levels of
financial sustainability.

The second major challenge faced by SHGs is
capacity-building limitations. While access to
financial services can significantly enhance the
economic productivity and social well-being of
poor women, it does not inherently lead to
empowerment. To achieve financial self-reliance
and successfully use credit for their own enterprises,
SHG members require proper training. The third
challenge pertains to entrepreneurial activity. One of
the core objectives of the SHG system is to empower
women both socio-economically and politically,
with managerial control over loans being a key
indicator of empowerment. Lastly, socio-structural
limitations present a significant barrier. In India,
family and caste play a critical role in shaping social
life and SHGs are no exception. Members often need
support from their families to carry out SHG-related
tasks such as income-generating activities, bank
transactions and attending SHG meetings. In some
cases, women rely on family members to manage
household chores, particularly when urgent SHG work
arises. Moreover, women from upper-caste families
face additional challenges, as working outside the
home can lead to accusations of bringing dishonour
to their families.

The suggestions given by the farm women respondents
in Table 3, reports that Farmers Field School (FFS)
awareness can be created through SHGs (85.00%)
(Yavana et al., 2011).

SHGs prioritized entrepreneurship and skills
training (80%) and timely access to credit (70%),
reflecting their shift from microcredit to sustainable
microenterprises. They also stressed financial literacy

(60%), federation for collective bargaining (60%)
and family/community support (50%) to overcome
socio-cultural barriers. These strategies highlight
the dual need for financial empowerment and
institutional strengthening to enhance SHG
effectiveness.

Challenges Faced by PACS

The major challenges faced by PACS in the study
area are shown in Table 4. The study has revealed
that the major challenges faced by PACS to be, high
overdues and non-performing assets (NPAs) followed
by political interferences and lack of necessary
infrastructure, recording Garrett’s scores of 66, 64
and 36.8 respectively. The major challenge by PACS
is High overdue and NPAs because Large over-dues
have become a big problem for the PACS. They
check the circulation of loanable funds, reduce the
borrowing as well as lending power of societies and
give them the bad image of the societies of defaulting
debtors. Government control over PACS created a
moral hazard in lending as a result of which recovery
performance suffered severely and thus, PACS
over the years, has accumulated the high NPAs.
The second major Challenge by PACS is political
interferences with dual control of state government
and NABARD, PACS are overly excessively occupied
and controlled by politicians and bureaucrats which
hampers its decision-making and thus compromises
corporate governance. The third major challenge is
the lack of necessary infrastructure. It is because one
of PACS also lacked the necessary digital
infrastructure, godown facilities, office facility and
trained human resources, still following the old

TABLE 4
Challenges faced by SHGs
(n=10)
Garrett’s  Garrett’s

Challenges Score Rank
Financial challenge 69.8 I
Training & Capacity building 543 II
Entrepreneurial activity 39.8 III
Socio-structural limitations 355 v
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TABLE 5
Suggested Strategies by SHGs to Overcome Challenges
(n=10)
Strategies Suggested No. of SHGs  Percentage (%)
Access to adequate and timely credit from banks 7 70.00
Training in financial literacy & book keeping 6 60.00
Entrepreneurship & skills training (tailoring, food processing, etc.) 8 80.00
Strengthening family & community support systems 5 50.00
Federation of SHGs for collective bargaining & sustainability 6 60.00
practice of manual record keeping which not only TABLE 6
increases the workload of employees but also created Challenges faced by PACS
a problem in adopting the latest technology. (n=5)
PACS strategies focused on strengthening loan Garrett’s  Garrett’s
; o 3 Challenges
recovery (80%), reducing political interference Score Rank
o . C
(28 (VA)) andd.n;odermzatlo(;l thlrough dlig;hﬂ;[;lon Political interferences 64 I
(60%) and in rastru.ctl.lre ' eve opme.nt (40%). They High overdue and NPAs 66 I
also stressed staff training in cooperative management )
60%) to address HR gaps. Collectively, these Other Linked Inputs, 368 v
(60% ) A gaps. R ¥ Extension Service and Marketing
:treﬁe glles hlg};ll ght ch need g)r 1nst1t1{t101;al. fz.formts, Digitalization 2712 v
cehnologica’ upgrades and capacity butiding to Poor infrastructure facilities 55 1T

improve PACS efficiency in rural credit delivery.
Major Financial Challenges Faced by TSOs

The major financial challenges faced by TSOs in the
study area are shown in Table 5. The study has
revealed that cent per cent of respondents depended
on external financial agencies. All observed entities
seem to rely on external financial agencies for funding.
While external funding can provide necessary capital,
over-reliance on it may pose risks such as high interest
rates, stringent terms and conditions or vulnerability

to changes in external funding sources. Next financial
challenge faced was Limitations on Raising Funds
from Government and Other Financial Institutions
(83.33%). This suggests that a majority of entities
encounter barriers or restrictions when attempting to
secure funds from government bodies or traditional
financial institutions. These limitations could be due
to bureaucratic processes, eligibility criteria or
competition for available funds. Inadequate Financial
provision was reported by 66.67 per cent of

TABLE 7
Suggested Strategies by PACS to Overcome Challenges
(n=5)
Strategies Suggested No. of PACS Percentage (%)
Strengthening loan recovery mechanisms 4 80.00
Reducing political interference through policy reforms 3 60.00
Investment in digitalization and record automation 3 60.00
Infrastructure development (storage, office facilities) 2 40.00
Training staff in modern cooperative management 3 60.00
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TABLE 8
Major financial problems faced by TSOs
(n=30)

Financial Problems No. of TSOs  Percentage
Inadequate Financial Provision 20 * 66.67
Dependence on external financial agencies 30 * 100
Limitations on raising funds from government and other financial institutions 25 * 83.33
The complicated legal process in getting foreign funding 10 * 33.33

*Multiple responses

respondents. This indicates that a significant portion
ofthe observed entities face issues due to insufficient
financial resources allocated to them. This could lead
to various challenges such as inability to meet
operational expenses, invest in growth opportunities,
or sustain existing projects. Complicated Legal
Process in Getting Foreign Funding (33.33%) was the
least challenge. While not as prevalent as other issues,
a significant proportion of observed entities face
challenges related to the legal complexities involved
in securing foreign funding. This could include
compliance with international regulations, navigating
foreign legal systems, or dealing with currency
exchange issues.

Overall, the data highlights a range of financial
challenges faced by the entities under observation,
emphasizing the need for strategic financial
management, diversification of funding sources and
potentially reforms to streamline legal and regulatory
processes.

The recovery rate from large farmers showed a
significant growth, with a 1 per cent increase in
irrigated areas and a 5 per cent increase in dryland
areas. However, the loan recovery rate from large
farmers was lower compared to small farmers. This
discrepancy can be attributed to the higher
expectations among large farmers regarding
government loan waiver schemes (Guruprasad and
Umesh, 2015).

The findings underscore that the financial challenges
are pervasive across various types of organizations,
including NGOs, Self-Help Groups (SHGs), Primary
Agricultural Credit Societies (PACS) and other third

sector organizations (TSOs). These challenges range
from inadequate financial provision and dependence
on external financial agencies to limitations on raising
funds from government sources and navigating
complicated legal processes for foreign funding. The
consistent presence of these challenges underscores
the critical need for strategic financial management,
diversification of funding sources and potential
reforms to streamline regulatory processes.
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