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Abstract 

Government funding for mental health community managed organizations (CMOs) 

across Australia and particularly in the Northern Territory (NT) has been criticised for being 

insufficient to meet requirements. Contractual funding and accountability requirements have 

also been criticised for causing mission drift and loss of autonomy by the CMOs.  

Objective 

To investigate the impact of government funding on the performance of mental health 

CMOs in the NT; and secondly, to explore other revenue sources for future successful mental 

health service delivery. 

Methodology             

The study employed a qualitative approach to collect data in a single case study 

design. One small to medium CMO was selected by purposive sampling from a total of 34 in 

the NT. Semi-structured interviews were conducted with six employees of the CMO, and 

document analysis and field observations were also used for data collection. Interviews were 

recorded, transcribed and thematic analysis was used to synthesize the results. 

Findings  

From data analysis, 12 themes emerged and were clustered into three categories: 

government funding impacts with seven themes; other revenue sources with four themes; and 

government funding mechanism, one theme. Government funding impacts included two sub-

categories, negative impacts and positive impacts. Negative impact themes included: 

insufficiency which causes lack of resources, such as transport, space and workforce; 

uncertainty due to 2016 elections and 2019 National Disability Insurance Scheme (NDIS) roll 

out; and improper performance evaluation system. Positive impact themes were, stability of 

the NT government funding, no mission drift, greater independence, and enhanced 

performance as a result of accountability. The four other revenue sources themes were: 

restrictions on fundraising and commercialization in service agreement; not viewing other 

revenue sources as viable; satisfaction with current government funding; and preference for 
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government funding for future successful service delivery. The last category, government 

funding mechanism, included improper government performance evaluation and grant 

management system which also negatively affect the CMO. 

Conclusion 

This study revealed useful qualitative data about the experience of a CMO in the NT. 

Some issues worthy of further exploration and discussion for the future of financing CMOs 

also emerged. While, single case study methodology is a limitation of the study and 

generalisation of findings should be cautious, a richness of data emerged which provides 

foundation for expanded survey studies, and quantitative quasi experimental interventions 

exploring the effects of some of the options for alternative funding on performance of CMOs 

and their clients and families in an often neglected health care sector. 
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CHAPTER 1 

The Project 
 

Chapter Outline 

This chapter introduces the idea of community managed organisations 

(CMOs) and their role in the mental health service delivery. It presents the 

problem statement which is insufficient funding and negative impacts of 

government funding on the CMOs, importance of these issues and why 

this research study intends to address these issues especially in the NT. It 

contains the research questions which are to examine the impact of 

government funding on the performance of CMOs and exploration of 

other possible financial sources to these CMOs. Finally, this chapter 

outlines the ethical considerations involved in this research as well as the 

structure of this thesis. 
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Chapter 1 

The Project 

  

Introduction 

It is estimated that 50% of people in the developed countries and 85% in developing 

countries live with mental health problems but receive no treatment (Pescosolido & Lafsdottir, 

2013). As an essential resource for individual and societal well-being, the promotion of mental 

health has been recognised as the concern of everyone because of the fundamental need to 

create supportive environments for building capacity for good mental health (Oishi & 

Schimmack, 2010; WHO, 2004). The creation of supportive environments underpins the needs 

of partnerships with organisations outside the health sector, especially the community 

partnerships, as a necessary tool for the effective delivery of mental health promotion 

campaigns (Jane-Llopis & Barry, 2005; Quinn & Biggs, 2010). The most widely used public 

health strategy to promote participation in public health is to form partnerships with the 

community to jointly run preventative initiatives (Butterfoss, Goodman & Wandersman, 

1996). 

Taylor, Braunack-Mayer, Cargo, Larkins and Preston (2012, p. 507) while defining 

the term community partnership or community coalition states that “in public health the term 

‘community coalition’ is used to describe an organization of diverse interest groups that 

combine their material and human resources to effect a specific change that members are 

unable to achieve independently”. By sharing resources and networks, partnerships become 

economically efficient, offer new perspectives, innovative solutions and create a shared sense 

of responsibility and ownership (Gillies, 1998).  

Non-government organizations (NGOs) are the most effective tool to deliver the 

community health services. There is vast international literature about the role of NGOs in 

reforming health systems (Owen & Kearns, 2006). Boyle, Donald, Dean, Conrad and Mutch 

(2007, p. 553) while favouring the NGOs state that “NGOs are well placed to enhance 
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resiliency in the context of ongoing health issues, disability or other adverse psychosocial 

circumstances that place people at risk of mental health problems”. 

In Australia, the emphasis on developing non-hospital based and community based 

treatment in mental health sector was greatly focused on the third five years mental health 

plan 2003-2008 which states that based on a large body of evidence on the social determinants 

of health, it is recognised that major influences on mental health lie outside the dominion of 

treatment and within social and economic domains (National Mental Health Plan 2003-2008). 

This plan greatly triggered the outburst of NGOs commonly known as community managed 

organizations (hereafter called as CMOs) in Australian mental health sector.  

Health Workforce Australia (2011) report estimates that there are around 800 CMOs 

providing mental health services in Australia. The report included the results of a survey of 

268 of organisations, and concluded that the sector is well established and sophisticatedly 

developed. Most organisations (80%) have been operating more than a decade, with one-third 

(31%) directly helping from 100 to 500 consumers annually and 7% over 5000 consumers 

annually. Almost half of the organisations (46%) were mainly involved in the provision of 

mental health services, 68% in mental health services in conjunction with other services (e.g. 

welfare, community services). More than half organisations (57%) are involved in providing 

services to consumers of all ages. 

In the Northern Territory (NT) there are around 34 CMOs providing services in mental 

health care delivery in partnership with different NT government departments including 

health, housing, education (Northern Territory Department of Health, n.d.). These CMOs in 

Australia and the NT provide a wide range of services including counselling, home-based 

outreach, advocacy services, family and carer support, leisure and recreation, health care and 

fitness, vocational training and employment support, accommodation support, respite, and 

peer support and consumer operated services. These CMOs mainly rely on government 

funding for their survival in the form of state, territory and federal grants.   

 



4 
 

 

 

Problem Statement 

Since most of the CMOs in the Australian mental health sector rely heavily on 

government funding, it makes these CMOs more vulnerable. Government funding is two 

pronged. Firstly, mental health scholars and experts unanimously agree that mental health 

CMOs have never been provided with sufficient funding which is one of the major causes of 

their underperformance. Almost every survey conducted in the field of community mental 

health contains a very first recommendation of enhanced funding.  Secondly, literature 

suggests that whatever funding is provided to CMOs the impact tends to be negative and leads 

to decreased benefits in the form of mission drift and loss of autonomy. Spooner and Dadich 

(2010) while identifying the problems of government funding to CMOs state that problems of 

government funding are not only about shortfall, but also the impacts of funding contracts 

culture on the ways CMOs operate, fading capacity of CMOs to contribute to social capital or 

public policy, their decreasing ability to collaborate with other CMOs and increasing 

organizational fragility.  

The impacts of government funding and financial constraints and the possible 

measures to overcome these constraints are the key issues of focus in this research study. 

These issues will be discussed separately in the following paragraphs. 

Insufficient funding 

The issue of insufficient funding will be explained with the help of surveys and reports 

presented in 2013 and 2014 alone in community mental health sector within Australia. Mental 

Health Australia (2014) conducted a survey in November 2014 on 87 CMOs in the mental 

health sector in Australia regarding the impacts of uncertainties over funding from the 

government. The survey demonstrated the devastating impacts on the performance of CMOs 

due to budget constraints and shortfalls. 40% reported they have already experienced loss of 

staff, 46% reported a difficulty in attracting new staff, 81% reported a decline in staff morale, 

53% reported reduction in services to clients, 85% reported loss of trust in government among 
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staff and management,and 51% reported having no communication regarding the future of 

their Commonwealth funding after June 2015.  

The Australians Green Mental Health (2013) conducted a survey on state’s rural 

mental health services in South Australia in 2012-13. The results of this survey identified that 

only 5% of respondents thought that local services were enough to meet local needs and it was 

unanimously agreed that government funding for rural and regional mental health should be 

increased. Among the recommendations, the very first was to increase government funding to 

community mental health services including CMOs.  

Byrne, Wilson, Burke, Gaskin and Happell (2014) conducted a survey on profiles of 

mental health CMOs in South East Queensland. They interviewed mental health professional 

from 52 CMOs.  With respect to the organisations’ success at securing government funding, 

54% participants expressed their concerns about future government funding. Among these, 

37% were looking for ways to improve their applications and submissions because they were 

not happy with their success; 17% indicated they needed to seek some expert advice to 

improve their ability to secure adequate funding; 40% indicated they were confident applicants 

to secure at least most of the funding they needed for their services based on their funding 

history. There were also six percent that did not rely on government funding.  

Other negative impacts of government funding 

Besides insufficiency, the government funding is criticised for bringing several 

negative consequences to the CMOs, that hamper the performance of the CMOs. Many 

Australian and NT based studies have highlighted, mission drift, loss of autonomy, loss of 

advocacy, and structural changes in the mental health CMOs as a result of government 

funding. Hamilton and Maddison’s (2004) survey on Australian CMOs found that the majority 

of the CMOs reported the constraint on commenting on the government policy as a result of 

government funding. Phillips (2006) study also found diminishing ability of the Australian 

CMOs to carry out constructive advocacy work as a result of government funding. 
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In the NT, Lloyd and Wise’s (2010) study found that the government funding 

decisions are made on political bases and not on moral or social grounds. Contractual 

government funding which is activity based has also caused loss of advocacy work, as 

contractual funding always focuses on activity based programs not advocacy based programs 

(Casey & Dalton, 2006).  

Carey and Braunack-Mayer (2009) have also linked government funding with mission 

drift and stated that government funding has drawn Australian CMOs away from the 

communities. Spooner and Dadich (2010) in their study on Sydney, Melbourne and Darwin 

CMOs found that the majority of the CMOs reported being driven by government agendas 

rather than by their mission. Rawsthorne (2005) observed in this study that Aboriginal 

organizations were more likely to be driven by government priorities and diverted from their 

core mission as compared to other organizations.  

Another disadvantage which government funding brings to the CMOs is the 

accountability and strict performance evaluation which can jeopardize the CMOs’ 

independence and autonomy and divert CMOs from their core objectives and mission. As 

Oakleigh (2009) comments that service contracts between governments and non-profits come 

with strict accountability requirements which are usually outside the control of organizations. 

These contracts can cause a drain on organizational resources, the tension between efficacy 

and effectiveness, diminishing autonomy and dependence and advocacy and service delivery 

(Oakleigh, 2009; Wannan, 2008). Carman (2007) states that increasingly, governments, 

funding bodies and other donors are requiring information to evaluate the performance of non-

profits, including, contract monitoring and reporting, organizational learning, and informing 

public policy and program practice. In a challenge to provide positive outcomes, CMOs can 

divert from their core objectives to government priorities. 

Purpose of the research 

In Australia there is a history of inefficient funding which results in inadequate 

resourcing of Aboriginal health (Lloyd & Wise, 2010) and the NT having the largest 
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population of Aboriginal community is the biggest victim. Indigenous people’s access to 

medical services is limited in the (NT) in view of the fact that 70% of Indigenous people live 

in rural and remote communities (Si et al., 2008). In this situation, CMOs are a major tool of 

mental health service delivery in the NT but their potential has greatly been undermined with 

the insufficiency and continuously declined funding. The 2006-07 budget for the NT mental 

health CMOs was $4.09 million, which declined to $3.74 million in 2009-10, and further 

declined to $3.56 in 2012-13. (Australian Institute of Health and Welfare, 2014). However, 

funding for the mental health CMOs in all other states and territories in Australia continuously 

increased in corresponding periods, details of which are discussed in the next chapter.  

In the light of the new NT Mental Health Strategic Plan (2014-2020), this study aims 

to gain a deeper understanding of funding and service delivery issues of the CMOs in the 

mental health sector of the NT. Since the biggest source of income to these CMOs is 

government funding, this study aims to analyse the perception of the CMOs managers in the 

NT about the impacts of government funding in relation to the performance, independence, 

autonomy and mission drift.   

Moreover, in the tight funding situation, it has become essential for the CMOs to 

explore other revenue sources generally called as revenue diversification strategies. In an 

environment where there is a competition for scarce health resources and where CMOs are the 

constant target of budget cuts, it becomes essential for the CMOs to diversify their revenue 

resources instead of relying solely upon government funding (Rosen, Gurr, & Fanning, 2010). 

This research also aims to investigate the perceptions of the CMOs managers towards other 

financial resources CMOs use or can use for successful mental health services delivery with 

possible impacts on their performance and effectiveness. 

Research Questions  

This study intends to address the following research questions;  

1. What is the impact of government funding on the performance of CMOs in the mental 

health sector in the NT? 
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2. What other sources of income can CMOs use for successful delivery of mental health 

services with possible impacts on their performance? 

Broadly this research targets to achieve the following objectives; 

1. Explore the performance of CMOs in the delivery of mental health services in the NT. 

2. Examine the current sources of funding with their impacts on the NT mental health 

CMOs. 

3. Explain the important financial factors in providing and maintaining services for the 

future in CMOs of mental health services in the NT. 

Rationale for this study 

In the (NT) health statistics are alarming. According to Zhao, You, Wright, Guthridge 

and Lee (2013), Aboriginal and Torres Strait Islander people constituted 30% of the total NT 

population and the majority of the Indigenous population (70%) lived in remote and very 

remote areas, and experienced poor health status. According to another study in the NT, 

suicide rates, which is a direct outcome of mental illness, in non-Indigenous is 14.7% and 

among Indigenous is 36.7% which is 2.5 times the local non-Indigenous rate and four times 

the national average (Kuiper, Appleton & Pridmore, 2012). 

In view of these figures, health and mental health facilities are significantly inadequate 

in the NT. According to Perkins et al. (2013), in remote Australia, there are approximately 18 

full-time equivalent psychiatrists per 100,000 population including 23 (per 100,000) in major 

cities, compared to seven for inner regional, five for outer regional, and three for remote and 

very remote areas. The problem gets further aggregated and complicated by treatment of 

Indigenous people by non-Indigenous professionals by the challenges of cross-cultural 

communication and understanding (Nagel, 2002). 

In the study of community controlled centres in the NT, Si et al. (2008) commented 

that barriers reported in developing linkages with communities included a shortage of 

equipment, lack of training in disease prevention and health promotion and under-recognition 
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of the worth and benefits of staff working out in the community. According to Perkins et al. 

(2013), there are several reasons related to use of mental health services in rural and remote 

areas like the NT, which includes specialist and generalist workforce shortages, costs and 

travel. 

In this scenario, CMOs are the best solution to reach out to the communities and 

mental health patients. CMOs have the capacity to reach distant areas and since they are 

community controlled, they are in better position to operate at grass root level which 

government cannot.  Australia has one of the biggest and sophisticated network of CMOs in 

the mental health sector, but insufficient funding has continuously undermined its potential. 

Although Australia is a world leader in articulating national goals and policies, these policy 

initiatives have thus far not been backed by a sufficient level of government funding in 

particular, community-based services continue to be neglected (Pols & Oak, 2011).  

Lloyd and Wise (2010) in their study on the NT Aboriginal health concluded that 

inadequate resources are the major and chronic barrier in implementation of Aboriginal health 

policy. Lloyd and Wise quoted several participants in their study expressing their frustration 

about inflexible, cumbersome and inefficient funding arrangement by Commonwealth and 

Territory government for Aboriginal health in the NT.  

Besides the inadequate funding, the issue of budget cuts to the mental health sector 

and especially to the CMOs have also been dramatically raised in last few years. Allison et al. 

(2014) while arguing on the massive budget cuts to community mental health services in 

Australian states, that the 2014 Australian budget defined the current political contest and the 

budget cuts are likely to impact on the delivery of Australian front-line public and private 

psychiatric services across the States and local communities 

However, all these remote Australian and especially the NT based studies only report 

the negative impacts of government funding and do not suggest any solution to overcome 

these problems, such as, using other revenue resources to fill the financial gap. This study not 

only intends to trace the impacts of government funding on the mental health CMOs in the 
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NT, but would also investigate the potential of other revenue resources and CMOs’ perception 

and approaches towards these resources for greater stability.  

Moreover, repeatedly, surveys, reports and mental health scholars have associated the 

government funding and its accountability requirements with mission drift, structural changes 

and loss of autonomy which affect the CMOs’ performances. This study would attempt to 

investigate the notion whether government funding causes all these consequences to impact 

the performance of the mental health CMOs in the NT or otherwise, something which has not 

been investigated in the NT.  

Ethics 

Since the research involves interaction with humans for data collection purpose, it 

required clearance from Human Research Ethics Committee, Charles Darwin University. The 

ethics clearance was granted under the approval number H15070 which meant that the 

research study has been considered appropriate under the auspices of the Charles Darwin 

Human Research Ethics Committee and meets the obligations under the National Statement 

on Ethical Conduct in Human Research (2007). 

A major ethical observation which was raised not only in the first draft of ethics 

application but by the panel during proposal presentation for confirmation of candidature was 

“political implication of government funding to community managed mental health 

organizations”. Since the funding is a very sensitive issue and as the literature suggests, there 

has never been a sufficient funding for the mental health CMOs, it could be hard to dig out 

the unbiased information from the participants. There was the likelihood of grievances and 

complaints about insufficient funding in relation to underperformance by CMOs. However, 

this aspect was completely taken care of during devising the questionnaire for the participants.  

To avoid potential bias, the interview questions were prepared in such way that they sought 

the employees’ perceptions about current funding, their impacts on the CMO and other 

potential revenue sources for future service delivery only. No questions indicated or specified 

good or bad performance of the CMO, or personal performance. 
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Moreover in view of the sensitivity of the research objective regarding government 

funding impacts on the CMOs, no identifying information has been used in the thesis. For data 

collection and data analysis also re-identified/coded information technique was used. Each 

Participant was assigned a unique code which only the main researcher knew. The same code 

was used for all relevant information of specific participant’s main interview and transcribed 

interview. This unique code helped to identify the specific participant when required.  

Thesis Structure 

Chapter 1 (The Project) 

This chapter will introduce the research topic, the problem statement to be addressed, 

the purpose of the research, the research questions to be examined, the rational and 

significance of this research, ethical issues and outline of this thesis. 

Chapter 2 (Tracing the Steps of Community Care) 

This chapter will define the concepts of mental illness and mental health and the 

traditional and modern ways to deliver the mental health services across the globe. In the 

discourse of this chapter, involvement of community and CMOs in mental health service 

delivery will be analysed in Australia. Finally, the performance of the CMOs in Australia and 

their financial issues will be discussed which will ultimately lead us towards our third chapter 

of a literature review to analyse the current literature on core issue under consideration. 

Chapter 3 (Literature Review) 

This chapter will undergo the existing literature and theories related to the research 

objectives. It will discuss Western and Australian based studies to underpin the theories on 

different revenue sources for the CMOs along with their potential advantages and 

disadvantages. 
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Chapter 4 (Methodology) 

This chapter will discuss the methodology and principles used for this project, 

justification for its selection and the process undertaken to implement the methodology to 

collect the data. 

Chapter 5 (Findings) 

This chapter will analyse the data with the help of analytical tools and results will be 

derived to present the findings.  

Chapter 6 (Discussion) 

In this chapter, findings will be further discussed to reach on the results. This chapter 

will also compare and contrast the results in relation to the research questions and existing 

studies to draw a final verdict. Finally, this chapter will discuss the limitations of the study. 

Chapter 7 (Conclusion and Recommendations) 

This chapter will present the conclusion which will revisit the problem area, research 

questions and findings of the study. Finally based on the findings, recommendations for future 

will be presented. 

Conclusion 

CMOs are an important constituent of the community care services and an important 

tool for mental health service delivery in Australia. However these CMOs face the problem of 

insufficient funding, lack of autonomy, structural changes and mission drift as a result of 

government funding. These issues will be examined and investigated in this research. The 

timing of this research study is very crucial as the issues of budget cuts have become severe 

in the last couple of years and many CMOs are at the critical stage of their survival. This 

research study would be first of its kind in the NT and could possibly lead towards new 

innovative strategies to CMOs in order to become more stable and independent. All the ethical 

clearances related to this study have been obtained and this study poses no threat to anyone 

whatsoever.  
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CHAPTER 2 

 

Tracing the Steps of Community Care 

 

Chapter Outline 

 

This chapter defines the concepts of mental illness and mental health and 

briefly maps out the history of mental health care delivery across the 

globe. It reviews the process of transformation of institutional mental 

health care in the form of asylums and hospitals into the community care 

in Australia and overviews the important milestones which triggered this 

transformation, for instance, Richmond Report, Burdekin Inquiry and 

formulation of National Mental Health Strategy. This will help in 

explaining how CMOs evolved in the mental health sector in Australia. 

Next, this chapter goes through the performance of the CMOs in the 

mental health sector and highlights the major reasons for their 

underperformance. Finally it reviews the financial sources of the mental 

health CMOs in Australia and in the NT and fluctuations in the financing 

in the last decade, in relevance to the main research questions. This 

chapter lays the foundation for the next chapter, the literature review, in 

which existing theories regarding different financing options along with 

their advantages and disadvantages and the impacts on the CMOs will also 

be discussed.  
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Chapter 2 

 

Tracing the Steps of Community Care 

 

Definition of mental illness 

The Australian Department of Health defines mental illness as a health problem that 

significantly affects how a person feels, thinks, behaves, and interacts with other people. The 

Department further explains that while everyone experiences strong feelings of tension, fear, 

or sadness at times, a mental illness is present when these feelings become so disturbing and 

overwhelming that people face great difficulty coping with day-to-day activities, such as work, 

enjoying leisure time, and maintaining relationships.  

As far as causes and reasons of mental illness are concerned, the National 

Collaborating Sector for Mental Health Guideline (2011) states that most of the mental health 

conditions are caused by a combination of biological, psychological, and environmental 

factors. The Guide further elaborates that biological factors may include genetics and 

inherited, infections, brain defects, parental damages, psychological factors may include 

severe psychological trauma, such as, emotional, physical, or sexual abuse, an important early 

loss i.e parent, neglect and poor ability to relate to others,where as, environmental causes may 

include death or divorce, a dysfunctional family life, feelings of inadequacy, low self-

esteem, anxiety, anger, or loneliness, changing jobs or schools, social or cultural expectations 

(for example, a society that associates beauty with thinness can be a factor in the development 

of eating disorders), substance abuse by the person or the person's parents.  

Health Education Authority Report UK (HEA, 1997) while shedding light on 

psychological and environmental vulnerabilities of mental illness or mental health demotion 

as it refers, explains two factors for mental illness, internal and external factors. Internal 

factors include a lack of emotional resilience, poor self-esteem and social status, feeling 

trapped and helpless, and problems associated with sexuality or sexual orientation, isolation 

and poor integration. External factors include poor social conditions (housing, poverty, and 

unemployment), discrimination or abuse, cultural conflict, stigma and poor autonomy.  
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The facts and figures about global mental illness and its outcomes are alarming. The 

World Health Organization (2013) estimated that 450 million people across the globe suffer 

mental illness which equates to 6.5% of the entire world population. Mental illness accounts 

for 13% of the global disease burden surpassing cardiovascular diseases and cancer. It is 

estimated that by 2030, depression, which is a direct outcome of mental illness, will be the 

second highest cause of disease burden in middle income countries and third highest in low 

income countries. In the last 45 years, suicide rates which are another direct outcome of mental 

illness, have increased by 60% worldwide and more than 90% people who killed themselves 

have a diagnosable mental disorder.  

Mental Health Australia (2014), suggests that 45% of the Australian population 

experience mental health disorder at some point in their lifetime. In adults, 21% or one in five, 

experience mental disorder once a year. Mental disorders comprise 13% of the total disease 

burden in Australia, third after cardiovascular diseases and cancers, while 31% of people who 

receive disability support pension have a psychological/psychiatric condition.   

Definition of mental health 

Since it is clear that mental illness may be caused by a combination of several factors 

like biological, social, psychological and environmental, mental health is a mixture of 

physical, social, and psychological well-being (Bhugra, Till & Sartorius 2013).  According to 

Sartorius (2002), mental health can be defined in three ways, as the absence of disease, as a 

condition of a person which ensure full performance of all his functions and as a state of 

balance within a person and between a person and his physical and social environment. Further 

explaining this definition, Bhugra (2013) defines mental health as a state in which an 

individual has the ability to develop and sustain affectionate relationships with others, a state 

to perform one’s social roles usually required in one’s culture, as a state to manage change, 

recognize, acknowledge and communicate positive actions and thoughts and as a state to 

manage emotions such as sadness. 
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Health Education Authority (1997) identifies  that the core essence of mental health 

includes trust, challenge, competency, accomplishment and humour, the capacities that mental 

health offers include the ability to develop psychologically, emotionally, intellectually and 

spiritually; initiate, develop and sustain mutual emotionally satisfying relationships; the ability 

to be aware of others and to empathize with them; and to use psychological distress as a 

development process and learn from it so that it does not hinder or impair further development. 

Brief history of mental health care delivery 

Until the end of the 18th century mental illness was not considered a medical condition, 

but was commonly known as lunacy and accepted as a fact of life (Scull, 1993; Shorter, 1997) 

and a permanent disability given by nature. Happell (2007) states that madness was 

historically viewed a result of multiple factors, for instance, possession of “bad blood” or 

inherited character flaws instead of an illness.  

Lawton-Smith & McCulloch (n.d.) states that the history of designated psychiatric 

units in hospitals dates a long way back as psychiatric care was developed as part of general 

hospitals in Islamic countries from the 8th century, and in India from the 10th century. Tracing 

back the history of mental health in England, Lawton-Smith and McCulloch (n.d.) states that 

specialized hospitals for people with mental illness and other related conditions in England 

date back at least to Middle Ages, for example, the Bethlam Hospital founded in 1247 offered 

treatment through milieu therapy as well as other archaic approaches including boarding out 

of mental health patients, using sedative drugs and baths in various forms for agitated patients 

and long term residential care. 

The end of the 18th century and the start of the 19th century saw a move away from 

deregulated and ad hoc local arrangements to a system which was increasingly detached, 

centralised and managed (Rogers & Pilgrim, 2001). Ibell (2004) states that concept of 

asylumdom flourished for “insane” people and public asylums were built through proper 

legislations e.g., 1845 Lunacy Act and County Asylum Act during Victorian ages. According 

to Ibell (2004) for the next one hundred and fifty years (from start of 19th century) in England, 
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Australia and the USA, the mentally ill used to be legally separated from their families and 

put into segregated and custodial asylums systems, some of which held over 3,000 patients. 

Burgess (2013) states that insane asylums initially emerged during the Middle Ages 

as places for the support of the mentally ill. The 17th and 18th  century philosophy deemed 

mental illness beyond rehabilitation and mental health patients used to be deposited into the 

asylums ultimately when families could no longer manage the burden themselves (Parle, 

2007). Many patients used to be chained and abused, and these practices only came to an end 

when a shift in thinking about rehabilitative strategies evolved (Burgess, 2013). 

More modern approaches were developed in the start of the twentieth century. Barnes 

and Bowl (2001) argue that it was during the Victorian period when enlightenment ideas were 

developed and rational science gradually replaced religious beliefs and the psychiatry emerged 

as a new and distinct discipline. After the First World War, psychotherapy was evolved 

especially for war victims and shell shock cases. After the Second World War, charitable and 

local authority mental health services, mainly still asylum based flourshed (Stone, 1985). The 

humane treatment of asylum patients originated in Europe (Shorter, 1997), which shifted 

asylums from places of confinement to places of treatment (and thus, mental hospitals) 

(Burgess, 2013) 

Deinstitutionalisation era of 1960s brought the closure of the mental asylums 

througout England and the USA due to a greater emphasis on human rights, social sciences 

and philosophy and laid down the foundation of modern mental health care delivery system. 

Deinstitutionalisation has therefore been one of the primary drivers behind the development 

of modern care. Smith & McCulloch (n.d., p. 3) defines deinstitutionalisation as “a process of 

shifting mental health patients from psychiatric institutions to the communities, where 

alternative psychiatric services, care and support is provided in the client’s community with 

more modern and appropriate treatment with effective outcomes”. Since the 1960s 

Governments, municipalities and health care systems across the developing world have 

worked to a greater or lesser extent towards the goal of implementing community based mental 

health services. 
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Mental health care in Australia 

The development of mental health-care systems in Australia parallels that of many 

Western countries as previously stated. The concept of institutionalization that had been 

implemented in England was exported to the newly founded British possessions in Australia 

and accepted, unquestionably (Gowlland, 1981). A few decades after the commencement of 

European settlement in 1788, a small number of institutions were established for mentally ill 

individuals in the second part of the 19th century (Pols & Oak, 2011) in Australia, details of 

which are given in following paragraph.  

The first Australian Lunatic Asylum was opened at Castle Hill (now known as New 

South Wales) in 1811. The institution comprised of mental attendants and a large number of 

disturbed people who were controlled and restrained with virtually no emphasis on treatment 

(Keane, 1987). In response to overcrowding of the castle Hill Asylum, a new asylum was 

created in Tarban Creek (now known as New South Wales) in 1837. This continued to be the 

place where people experiencing mental illness were detained until the opening of Yarra Bend 

Asylum in 1948 at Kew in the Port Phillip district (now known as Melbourne). In 1867 an Act 

of Parliament was passed which made it mandatory that persons showing signs of mental 

impairment must be sent to a lunatic asylum rather than a prison (Keane, 1987).  

Aslylums were subsequently opened in other colonies of Australia (Happell, 2007). 

The asylum was established in each state and presented as a replica of the English 

establishments, over crowded, inappropriately and  understaffed, lacking financial, 

community and emotional support with many of the attendants been recruited from the convict 

ranks, and themselves had been recipients of brutal treatment (Ibell, 2004). 

From the beginning of the twentieth century, a number of voluntary associations were 

established to improve conditions in mental hospitals. From the late 1950s, specialist mental 

health services rapidly started replacing the asylums. The period from 1950s to the 1980s saw 

rapid changes within the health care industry and mental impairment increasingly became 
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considered as an illness, and considerable attention had been given to finding cures for mental 

illness, which was accelerated by the human and civil rights movements (Cade, 1979).  

Changing views about mental illness gradually led to the view that the isolation of 

people experiencing a mental illness within institutions was not a satisfactory arrangement so 

the trend towards the scaling down, and in some cases the closure of large institutions, and an 

increase in community based services emerged (Happell, 2007). However as Happell states, 

the separation of mental health services from the broader health care system continued to be 

an issue of concern. 

Richmond Report 

Owing to the rapid de-institutionalization, the asylums were being transferred into 

community care set ups. However the necessary infrastructure to support this change was not 

yet available. Just few professionally educated and trained nurses were available to work in 

Australian community managed mental health sector while most of them were the products of 

asylumdoms. The standards of community accommodations for psychiatric patients were 

seriously poor. There were complaints of use of abusive and obscene language with 

psychiatric patients. Suicide, rape and domestic violence cases were also reported (Ibell, 

2004).  Investigations were carried out in all the states and territories, and reports were 

submitted from all asserting the need for proper and sufficient community care for mentally 

ill. The most well-known report was conducted in NSW by Dr T.D. Richmond.  The Richmond 

Report of mental health services in New South Wales in 1983 provided the first coherent 

policy framework in Australia to underpin the process (Hickie et al., 2014).  

These reports made government realize that community managed mental health care 

requires proper consideration and planning and led government to take two decisive steps to 

address the issue, which laid the foundation of Australian modern mental health care delivery 

system especially through community care. First step was to create a consultative body, based 

on Federal and State Health Ministers, the Australian Health Ministers’ Advisory Council 

(AHMAC) Task Force, and second was formulation of fact finding inquiry at micro level in 
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the supervision of Brian Burdekin, Commissioner for Human Rights. The inquiry in known 

as the Burdekin Inquiry.   

Burdekin Report and Australian Health Ministers’ Advisory Council 

Burdekin conducted his investigations at grass root level. He involved direct 

stakeholders from community health care including clients, customers, patients, carers, family 

members and health professionals and collected his data through unstructured interviews. The 

focus of his report was on maladministration, under-resourcing, overcrowding, abuse and 

harassment and insufficient legislation. The report was completed in 1990 and after three years 

of preceding investigation, was forwarded to the Attorney General on September 16, 1993.  

This report greatly helped the AHMAC Inquiry members to formulate a plan to be 

presented to the stakeholders like states and federal government and health professionals. The 

Burdekin Inquiry and AHMAC National Task Force reports provided the first national mental 

health inquiries in Australia, indeed it is believed in the Western World, which not only 

addressed the subject of social justice and human rights for the mentally ill throughout in 

Australia, but also included the clients (patients/consumers) themselves and their carer 

(advocates) in obtaining evidences (Ibell, 2004).  

Main recommendations of the inquiry included enhanced funding, higher number of 

professionally educated and trained staff, financial support for carers, more research and 

action especially related to children with mentally ill parents, provision of adequate and 

suitable accommodation for homeless, education and awareness programs for communities, 

schools, and government employees (Burdekin, 1993). Indeed, the report recommended to 

involve everyone in the society for promotion of compassionate help and support for mentally 

ill, indigenous people and migrants to Australia, involving clients themselves in devising 

community programs in consultation with families and carers  

National Mental Health Strategy 

It was 1992 when members of AHMAC agreed to a major reform in mental health 

care services in Australia and formulated a plan known as National Mental Health Strategy 

duly endorsed by all states and territories governments. The main aim of the strategy was to 
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provide cooperation among States and Federal government in order to sort out all the alleged 

shortfalls in mental health care as indicated in Burdekin and AHMAC Reports. Two five years 

plans were immediately devised, first from 1992-93 to 1997-98 and second from 1997-98 to 

2002-03. The strategy was explained in four policy documents, National Mental Health 

Policy, Mental Health Statement of Rights and Responsibilities, The First National Mental 

Health Plan and The Medicare Agreements (Australian Institute of Health, 2005). The strategy 

greatly advocated a shift from institutional care to community care.  

Financial arrangements were ensured and Commonwealth government provided more 

than $250 million for implementation of first mental health plan from 1993 to 1998. These 

five years witnessed massive changes in the mix and delivery of mental health services. The 

first plan focused on 3% of Australians who were experiencing serious mental health illness. 

Second five-year plan from 1998 to 2003 focused on more than 20% Australians who suffered 

mental health disorders (Ibell, 2004).  

As Happell (2007) comments, the National Mental Health Policy signalled one of the 

major reforms to the mental health services in Australian history, the trend towards primary 

prevention by promoting the maintenance of mental health as opposed to a primary focus on 

the treatment of what was frequently termed; “serious mental illness”.  

Since 1992, four five years mental health plans have been carried out which have led 

to gradual transformation of mental health system and have streamlined the mental health care 

delivery through several reforms in Australia. Mental health reforms introduced alternate 

methods of mental health care through deinstitutionalization which has led to improvement is 

community based mental health care (Onnis, 2012). 

The Australian Government and all state and territory governments share 

responsibility for mental health policy and the provision of support services for Australians 

living with a mental health difficulty. State and territory governments are responsible for the 

funding and provision of state and territory public specialised mental health services and 

associated psychosocial support services. The Australian Government has primarily taken the 

lead in national mental health reforms initiatives and funded a range of services for people 
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living with mental health difficulties (Australian Institute of Health and Welfare, 2014). In 

2012, Mental Health Council of Australia, the national peak body representing the public, 

private and community managed organizations (CMOs) in the mental health sector was 

established. At the state/territory level there is a peak body representing the community-

managed mental health sector. 

According to the 2013 National Mental Health Report (Australian Department of 

Health and Ageing, 2013) total government expenditure on mental health increased by 178% 

in real terms between 1992/93 and 2010/11. The increase over this period was 245% for the 

Australian Government and 151% by state and territory governments. In the year 2013-14, 

Australia spent at least $28.6 billion, which is 2.2% of Australia’s Gross Domestic product, 

on mental health services, $13.8 billion as direct health and $14.8 billion as direct non-health 

expenditure (Health Workforce Australia, 2014).  The national mental health workforce has 

also been increased on a per capita basis from 80 FTE (full-time equivalent) per 100,000 in 

1992/93 to 108 FTE per 100,000 in 2010/11, with an increase of 35% (Department of Health 

and Ageing, 2013).  

Mental health through community care 

Community health is defined as a range of community-based prevention, early 

intervention, assessment, treatment, health maintenance and continuing care services 

delivered by a variety of providers (Owen et al., 2008). 

In most western countries, the deinstitutionalization process in mental health field has 

been in progress for several decades. Becker and Va´zquez-Barquero (2001) informs that in 

most European countries the process of deinstitutionalization includes the closure of old 

mental hospitals, the development of alternative community services, integration with health 

services, and integration with social and community services. People with mental illness were 

released from mental hospitals and referred to public services in the local community 

(Karlsson & Markstrom, 2012).  
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The emphasis on community based provision of mental health services gained 

enormous momentum in last two decades of 20th century. Deinstitutionalisation policies have 

resulted in the closure of psychiatric institutions and placed a greater emphasis on community 

care (Hamden et al., 2011). The United Nation was among the pioneers to identify community 

care as a central focus for mental health while devising the mental health policies and 

programs. The United Nations General Assembly Principles for the Protection of Persons with 

Mental Illness and for the Improvement of Mental Health Care (United Nations, 1991. online.) 

advises that “facilities for care, support, treatment and rehabilitation should as far as possible, 

be provided in the community in which they (mental health patients) live, and the hospital-

based services should only be provided where suitable community facilities are not available”. 

This verdict made the Western World revamp their mental health policies. Emphasising on 

the need of innovations in the provision of mental health services World Health Organization 

(2005) emphasised that the promotion of mental health requires collective, multisector effort 

involving engagement with a range of stakeholders at different levels and in different settings 

In Australia too, the process of involving communities in mental health care had been 

started since 1980s mainly after Richmond Report, as explained above. Tracing the steps of 

community based mental health care in Australia, Rosen et al. (2010) commented that for 

more than 40 years in Australia, mental health services have explored, implemented and 

rigorously studied the practicality of community bases for developing teamwork between 

disciplines, psychiatrists, GPs, and other care partners, and making the home the centre of 

care, with the hospital as a place visited for short-stay interventions or acute risk management. 

Bateman and Smith (2011) identify two fundamental concepts to the philosophy and 

operation of the community managed sector in Australian, mental health recovery and social 

inclusion. Connecting these two concepts, first a mentally ill person is required to be recovered 

mentally and second is required to be included normally in society. According to Bateman and 

Smith, the National Mental Health Policy (2008, p. 31) defines recovery as; 

“A personal process of changing one’s attitude, values, feelings, goals, skills and or 

roles. It involves the development of new meaning and purpose and a satisfying, 
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hopeful and contributing life as the person grows beyond the effects of psychiatric 

disability. The process of recovery must be supported by individually-identified 

essential services and resources” 

The National Health Policy (2008, p.31) defines social inclusion as; 

“Social inclusion refers to the policies which result in the reversal of circumstances 

or habits which lead to social exclusion. Indicators of social inclusion mean that 

Australians are able to secure job; access services; connect with family; friends, work, 

personal interest and local community; deal with personal crises; and have their voices 

heard”. 

As is clear from the definitions of recovery and social inclusion, they are about the 

people affected by mental illness being supported to connect to the community in meaningful 

ways and facilitating this connection is where the strength of community managed mental 

health sector lies (Bateman & Smith, 2011). Identifying the determinants of mental health in 

a community setting, Stansfield (2006) comments that social inclusion, or having access to 

supportive and stable relationship, and being able to participate in group activities and engage 

in community life are recognised as a major determinant of mental health. 

CMOs provide a wide range of psychosocial recovery-orientated support services and 

activities which include counselling, homebased outreach, advocacy services, family and carer 

support, leisure and recreation, health care and fitness, vocational training and employment 

support, accommodation support, respite, and peer support and consumer-operated services 

(Bateman & Smith, 2011). 

There are two important means to deliver the community based mental health services, 

residential mental health services and non-government organizations (NGOs) or community 

managed organizations (CMOs). Herrman and Jane-Llopis (2005) comments that there are 

many unused and largely unexamined opportunities for mental health service delivery in 

communities and health related non-profits are an example of existing community structures 

that offer opportunities to advance mental health promotion goals. As this research is about 

CMOs, this aspect will be discussed in details in following paragraphs.  
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Community Managed Organizations in the mental health sector 

Community Managed Organizations (hereafter called as CMOs) are non-profit 

making organizations and their primary objective is public welfare. There are several terms to 

mention such organizations in New Public Management (NPM) literature such as non-

government organizations (NGOs), not-for-profit organizations (NFPs), not-profit 

organizations (NPOs), community based organizations (CBOs) and community managed 

organizations (CMOs) to name a few and all these organizations operate on same principles, 

for instance, managed by voluntary board, non-profit distributing, formally organised and self-

governing (Salamon & Anheier, 1996).  

Casey and Dalton (2006) say that the choice of the terms community services 

organisation (CSO) and community services sector (shortened to community sector) follows 

the accepted Australian vernacular as the label for nongovernment, non-profit organisations 

working to deliver a range of so-called separate services or to represent the interests of a 

specified constituency in regard to such services. 

Since all the above mentioned names denote the same organizations and can be used 

in substitution, therefore in the discourse of this research, other terms like NGOs, NPOs and 

non-profits can be used to refer CMOs, as in literature most widely used terms for non-profits 

are NGOs and NPOs. 

While defining the term CMOs, Casey and Dalton (2006, p. 25) states that community 

services are made up predominantly of small organisations, which is a subset of the broader 

non-profit sector, deliver services locally that are separate from government, do not distribute 

profits and seek to provide a range of public goods and services to, or on behalf of, members 

and/or groups of interests. 

NGOs in the mental health field bring together consumers of services as well as their 

families and have been active since the late 1940s at least (Reaume, 2002). NGOs have been 

informal grassroots associations not only focusing on volunteering and mutual peer support, 
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but they have also been involved in changing laws, public policies, and mental health practices 

(Brown, Shepherd, Wituk & Meissen, 2008) 

Butterfoss et al. (2003) state that a vital public strategy to promote participation in 

public health is to form partnerships with the community to jointly run preventative initiatives. 

Discussing the advantages of NGOs in public mental health, Boyle et al. (2007) identified five 

key types of activities NGOs undertake to promote mental health and wellbeing: support 

provision, service provision, information sharing, activities to promote wellbeing and 

advocacy. He continues that NGOs are well placed to enhance resiliency in the context of 

ongoing health issues, disability or other adverse psychological circumstances that place 

people at risk of mental health problems. As such NGOs constitute a significant resource for 

advancing mental health promotion goal. 

According to Carey and Braunack-Myaer (2009) CMOs hold an increasingly central 

role in the representation and advocacy of marginalized groups of individuals and in provision 

of services and support to these groups which government finds difficult. They continue that 

in such role, CMOs are an important tool for bottom up approaches for health promotion since 

they enable public participation in health programme decision making and result in providing 

social justice and equity in health. 

NGOs vary enormously in terms of their size, reach, activities and focus but they share 

a number of common aims including support, empowerment and advocacy, and a philosophy 

based on the validity of consumer experiences and perspectives, representing and addressing 

a wide range of health issues and population groups (Boyle et al., 2007). Allsop, Jones and 

Baggot (2004) distinguish between those that are condition-based (focusing on disability, 

chronic illness, mental health, aged care and adverse life events) and those that are population-

based (focusing on a wider range of issues for specific population groups, such as carers or 

people from culturally and linguistically diverse backgrounds). 

Carey and Ayton (2012) categorise Australian NGOs into four classes, based on their 

differing levels of engagement with community groups, the market and government; voluntary 

civil society groups, small civil society organisations, large civil society organisations and 
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shadow state organisations. Voluntary civil society groups are highly engaged with 

communities and have very limited interaction with government, whereas, shadow state 

organisations are heavily government-funded and restrict much of their activities to delivery 

of public services. At a basic level, health promotion programs that take bottom-up approaches 

should find greater synergy with organisations in the civil society category, while programs 

that take a more top-down approach would work better in partnerships with shadow state 

organisations (Carey & Ayton, 2012). 

Zappala and Lyons (2004) while tracing the history of CMOs in Australia state that 

from 1960s to mid-1980s government policies encourages the communities groups to form 

NGOs for the provision of services like child care, aged care, family services, young, 

unemployed, refugees and homeless  support services, and these policies had dual aim, 

community development and provision of required services.  

Performance of CMOs in the mental health sector Australia 

Although several studies have been conducted to assess the contribution of the 

Australian community mental health services, yet there is no consistency among those studies. 

Discussing the lack of research in this area, Bateman and Smith (2014) commented that the 

community managed mental health sector has not been defined or mapped nationally nor do 

any comprehensive or consistent approaches to sector data collection or outcome 

measurement exist. Byrne et al. (2014) put the same scenario in their own words stating that 

despite the involvement of CMOs in the care of mental health consumers, minimal research 

attention has been paid to their delivery of services.   

Yet, the surveys which have been conducted by mental health experts in Australia in 

last few years present a gloomy picture which seriously question the performance community 

based services including CMOs. Hickie et al. (2014) carried out a second phase of survey in 

2013 for re-evaluating community perception of health services and developing community 

based priorities reported that they repeated the surveys (using the same methods) they had 

conducted in 2004, with regards to enhanced local delivery of services in each key priority 
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area, and not one area was reported as improving, and some were perceived as going 

backwards.  

Jorm (2014) while commenting on Australian mental health sector says that despite 

two decades of increasing community based services, there has been no measurable 

improvement in the mental health of Australians. He analysed several studies on mental health 

outcomes spanning from 1995 to 2011 and concluded that not only did these studies show 

there was no improvement, but what changes were found were in the opposite direction. 

Highlighting the reasons of underdevelopment of the mental health care in Australia, Jorm 

goes on that one possibility of this sort is that while the number of services have increased; 

the quality of those services has not and some findings support this possibility. The data about 

unmet need among people receiving services show that, while overall unmet need has reduced, 

most of the improvement has been from the unmet need to partially met need, rather than from 

the unmet need to fully met need. This indicates that the increase has been more in quantity 

than in quality. Pols and Oak (2011) commented that after two decades of reform and change 

of Australian mental health, and an injection of a $5.5 billion, significant gaps in care remain, 

and little evidence is available about improvements in outcomes and access to care. 

Performance of community mental health services in the Northern Territory is 

especially questionable in view of general and mental health outcomes in Indigenous 

communities. The billions of dollars being spent in remote territory communities have not 

improved the lives of Indigenous people (Nigel, 2012). Indigenous Australians have much 

higher rates of mental health and substance use disorder than non-Indigenous Australians and 

the Northern Territory has at-risk populations but it has the low provision of services meaning 

many more people have to live their lives with these problems (Hickey, 2004). Suicide rates 

of Indigenous Australians have increased dramatically over the last three decades (Zhao, 

2013). 

This underperformance of community services and CMOs is attributed to many 

factors but most widely discussed and accepted by mental health scholars and experts is 

finance. Finance and performance are interlinked, stable finance leads to better performance 
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and better performance helps to secure stable finance and vice versa. In the discourse of this 

study, financial sources and their impacts on CMOs will be analysed, which makes the 

foundation of this research.  

Financing of the CMOs in the mental health sector Australia 

The main sources of income to CMOs in mental health sector in Australia include 

grants and contracts from Commonwealth, state/territory and local governments. In Australia 

prior to 1980s, NGOs were primarily supported by donations and money from government 

used to be drawn as flexible grants and subsidies (Lyons, 2001). Prior to 1980s, non-profits 

were drawing around 10% to 20% of their funding from government whereas today some large 

organizations depend up to 70% of their funds on government (Mendes, 2008).. 

Health Workforce Australia (2012) survey report explains a clear picture about the 

financial profiles of CMOs in the mental health sector Australia. According to report 58 % of 

CMOs in mental health sector have two to five funding sources where as 28 % have only one 

funding source. Government funding is the largest contributor with 58 % receive some and 

35% receive the majority of their funding from state/territory health departments. State and 

Territory health departments contribute 35%, State and Territory other departments contribute 

15%, Department of Families, Housing, Community Services and Indigenous Affairs 

(FaHCSIA) contributes 15%, and Department of Health and Aging contributes 12%. Only 5% 

income to these CMOs comes from fundraising. The report highlighted that only small 

organizations reported receiving their entire funding from fundraising or donations. According 

to the report, 12% of CMOs in the mental health sector have annual income/budget less than 

$100,000, 58% from $100,000 to $3 million and 30% from $3 million to greater than $10 

million.  

In fourth mental health plan 2009 to 2014, CMOs in the mental health sector Australia 

had received $321.1 million in grants up to 2013 from federal, state and territory governments 

which are 8% more than the end of the third plan in 2008 budget $225.6 million. CMOs in 

Australian Capital Territory (ACT) and Western Australia (WA) received the highest increase 
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of 20.9 % and 15.2% respectively. All other states except The Northern Territory (NT) also 

received increases with New South Wales (NSW) 7.2 %, Victoria (Vic) 6.3%, Queensland 

(Qld) 6.3%, South Australia (SA) 7.2% and Tasmania (Tas) 8.4%. CMOs in the mental health 

sector in the NT received 0.5% less budget in corresponding years. Details of budgets and 

percentage changes are explained in Table 1 below (Australian Institute of Health and 

Welfare, 2014). 

Table 1: Change in the CMOs budget in mental health sector Australia 

 2008-09 (in 

millions) 

2012-13 (in 

millions) 

% annual change  

Australia 236  321 8% 

NSW 57.7 76.10 7.2% 

Vic 70 89.42 6.3% 

Qld 46.1 58.94 6.3 

WA 23.67 41.66 15.2% 

SA 24 31.74 7.2% 

Tas 4.67 6.45 8.4% 

ACT 6.21 13.28 20.9% 

NT 3.64 3.56 -0.5% 

 

The budget for the NT’s CMOs in the mental health sector has been into continuous 

fluctuation since 2006-07.  2006-07 budget for the NT mental health CMOs was $4.09 million, 

2007-08 was $ 3.84 million, 2008-09 was $3.63 million, 2009-10 was $3.74 million, 2010-11 

was $3.38 million, 2011-12 was $3.57 million and 2012-13 was $3.56 million. Overall 2012-

13 budget is 1.2% less as compare to 2006-07 budget and 0.5% less as compare to the end of 

the third plan in 2008 (Australian Institute of Health and Welfare, 2014). Graphical 

representation of the budget fluctuation for the NT mental health CMOs is presented in the 

following graph. 
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Figure 1: Change in the CMOs budget in mental health sector NT 

  

 

Continuous variation in the funding for CMOs in the mental health sector in the NT 

since last decade has seriously affected their performance. However the continuous rise in the 

government funding to other States and Territories CMOs has also been disrupted in the last 

couple of years which has rung the alarms in concerned CMOs across Australia. Many surveys 

and reports in last two years have depicted the obvious effects of budget cuts and mounting 

concerns on managers of mental health CMOs.  

Conclusion 

Changes in the modes of delivery of mental health services in the last few decades 

have led to shifting from institutional care towards community care. In Australia, mental 

health CMOs are very established and make an important component of community mental 

health care. However these CMOs have faced the dilemma of inadequate resources since their 

inception and fluctuating funding since last few years, especially in the NT, which according 

to many surveys and experts, could be the leading cause of underperformance of the mental 

health sector. In addition, tight competition for government contractual funding can make 

these CMOs divert from their core mission and lose their autonomy causing unpopularity 
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among the communities and clients. As Carroll and Stater (2008) argues that non-profit 

organizations often face the dual task of achieving mission related goals while maintaining a 

healthy financial condition that ensures organizational survival 

In such uncertain financial scenario, it becomes crucial to explore the other revenue 

sources. Tuckman and Chang (1992) argue that although primary goal of any non-profit 

organization is mission fulfilment rather than generation of profit, they should seek to increase 

their organization’s equity, as organizational surplus can be related to greater effectiveness 

and longevity. Non-profit organizations with more diversified revenue portfolios have a lower 

level of revenue volatility over time, which implies that diversification is a viable strategy for 

organizational stability. Non-profits can indeed reduce their revenue volatility through 

diversification, particularly by equalizing their reliance on earned income, investment and 

contributions. 

This chapter has provided the opportunity to go through the history of evolvement of 

CMOs in the mental health sector in Australia, its facilitators and its constraints, especially 

financial ones, and helped to develop a periphery to conduct literature review about financial 

matters of CMOs in next chapter.   
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CHAPTER 3 

Literature Review 
 

Poor current information policy resembles the worst aspects of our old 

agriculture policy which left grain rotting in thousands of storage files 

while people were starving. We have warehouses of unused information 

“rotting” critical questions are left unanswered and critical problems are 

left unresolved. (Al Gore) 

 

Chapter Outline 

  

This chapter analyses the current refereed and grey literature on different 

revenue streams available to CMOs, such as, government funding, 

donations, and commercialization, with their potential advantages and 

disadvantages, followed by a discussion on each revenue stream to draw 

the results. The theories of crowding out and crowding in have also been 

discussed which shed light on the mutual relationships of different 

revenues. 
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Chapter 3 

Literature Review 

Overview 

Literature review acts as a stepping stone towards achieving the study objective by 

critically analysing the existing literature and giving justification as to how current research 

fits into the existing body of knowledge (Wanjohi, 2012). A good literature review reveals the 

researcher’s grasp of the field, methodological sophistication in critiquing others’ research 

and the breadth and depth of the researcher’s reading (Krathwohl, 1998).  

A good literature review should start with a presentation of clearly defined questions 

that will be answered using the review (Petticrew & Roberts, 2006). Perry and Hammond 

(2002) contend that the review question should clearly state what the review is trying to find 

out, and the more precise and specific the review question is, the easier the review will be to 

conduct. For this purpose, the question driving this review is: What different financial sources 

are available to CMOs and what are the impacts on service delivery in terms of their 

advantages and disadvantages? 

 This review will explore frequently discussed aspects of funding sources available to 

NGOs and their impact on service delivery. The available sources of revenue to the CMOs 

which emerged from the literature are government funding, donations and commercial 

sources, and the advantages and disadvantages of these funding sources will be explored. 

The review is divided into two sections. The first section discusses government 

funding and problems related to government funding, such as insufficiency, isomorphism or 

structural changes in non-profit organizations, accountability, loss of autonomy and mission 

drift. Then the advantages of government funding to NGOs are discussed. Finally the 

discussion contains the current relevant literature on the impact of government funding on 

NGOs. Several empirical studies are reviewed, critically appraised and presented including 

the Australian based empirical studies. Being a study focussing on the NT, the Australian 
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based studies and issues primarily relevant to Australian NGOs and government funding 

become the central component of the review. 

The second section of this chapter discusses other sources of revenue, which is 

referred to as revenue diversification in the non-profit funding literature and involves 

donations and commercialization, along with their advantages and disadvantages. Several 

empirical based studies, including Australian based, have been critically reviewed and 

appraised in this section as well. Another aspect included in the review, which has been widely 

discussed, is crowding in/crowding out which explains the mutual relationship and impact of 

different revenue sources on each other.  

Process 

The major databases accessed for the review were EBSCOhost, JSTOR, Sage 

Journals, Emerald, Elsevier, ScienceDirect, Web of science and Scopus. Grey literature 

included Australian based government and institutional reports, policy papers, surveys and 

dissertations/thesis.  

The inclusion of grey literature is essential for minimising the potential effects of 

publication bias as it is well known that published studies (journal articles in this case) cannot 

be assumed to be an accurate representation of the whole evidence base, as studies that show 

significant, “positive” results are more likely to be published than those that do not have 

significant results. (Blackhall, 2007).  

The English language literature was chosen, as the majority of studies across the world 

are reported in English in countries with better developed health care systems such as 

Australia, Canada, the UK, and the USA. Also, much of the non-profit mental health activities 

in these countries is similar. 

Upon retrieval of relevant literature, the forward and backward snowballing technique 

was used which involved consulting the reference lists for further relevant articles. The key 

terms used for the search were non-profit organizations and their permutations (community 

based organizations, non-government organizations, not for profit organizations) mental 



36 
 

 

 

health, sources of funding, financial problems, and impacts of sources. The three basic 

Boolean operators “and”, “or”, “not” were also used to interlinked the multiple searching 

terms and concepts.   

Since the most widely used terminology in non-profit literature is NGO (non-

government organization), hereafter the term NGOs will be used to denote all above 

mentioned nomenclatures. 

The time frame chosen for reviewed studies and research in this chapter was from 

2000 to 2015, since this era saw a significant expansion of CMOs in the mental health sector 

and also coincided with associated problems such as financial crises. The inclusion and 

exclusion criteria were as follows; 

Inclusion Criteria 

 Journal articles published between 2000 to 2015 in peer reviewed journals 

 Articles focused on national NGOs/CMOs in Australia and those reporting national 

funding but not international funding in the English language literature  

 Australian governments/departmental reports, surveys and working papers based on the 

findings of field data in NGOs mental health sector in Australia 

 Government/Departmental mental health policy papers highlighting the policy issues on 

mental health and NGOs data in Australia 

Exclusion Criteria 

 Books, book reviews, newspaper articles 

 Articles related to for-profit organizations 

 Articles on NGOs/ CMOs in low and middle income countries 

The initial search yielded 657 results, and after initial screening by using inclusion and 

exclusion criteria, 497 articles were omitted leaving 160 for further consideration. The 

remaining 160 articles were examined through their titles and abstracts in order to further filter 

out unwanted articles, yielding 66 studies which included 60 peer review journal articles (of 
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which 18 were Australian based), three working papers and three Australian 

government/departmental surveys and reports. No relevant theses were found. 

The selected studies are reviewed in terms of relevance to this study, especially 

Australian based studies are critically appraised for their methodologies, reliability, validity 

and generalizability to provide direction for the relevance and implementation in this study. 

Section 1 

Types of funding 

NGOs receive different kinds of payments from various sources which include 

transfers, market sales, and property income (Sokolowski, 2013). Transfers (grants, gifts, or 

donations) include payments for which the donors do not receive anything of equivalent value 

in return; market sales are payments for the market value of goods or services received by the 

people; and property income involves money earned from the use of property owned by NGOs 

(dividends, interest, or rent) (Sokolowski, 2013). According to Spooner and Dadich (2010), 

sources of revenue to NGOs include service fees, membership fees, fundraising efforts, grants 

and tenders from government and philanthropic organisations, interest and rents from 

investments, other business activities, donations and loans. 

Kearns, Bell, Deem and McShane (2014) also identify different sources of income to 

NGOs including private giving, government grants and contracts, special events, membership 

dues, earned income, and other sources. Lu (2015), suggests that in general NGOs’ main 

sources of revenue include government agencies (contracts and grants), fees for services from 

self-paying participants, fees for services from the government as a third-party payer, private 

contributions (donations and foundations), federated giving, investment income, and others. 

According to Guo (2006), sources of revenues for NGOs are specified as foundation grants, 

government grants, corporate grants, government contracts, donations from individuals, 

membership dues, service-related fees, product-related fees, endowment income, investments, 

and others. 
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Government Funding 

There are many ways through which government can provide finances to NGOs which 

include outright grants, contracts, reimbursements, vouchers, special tax deductions for 

contributions to certain kinds of organizations or through special tax breaks to supplement the 

general tax exemption that NGOs enjoy (Frumkin &Kim, 2002).  

Prior to the 1980s NGOs were mainly funded through grants, schemes and subsidies, 

and funding was used to be provided as block grants, however, after increasing trend of 

collaboration between different sectors, NGOs have experienced a shift towards contractual, 

tied funding programmes with government and such shifts have fundamentally altered the 

relationships between organizations and governments and, in turn, between organizations and 

their communities (Carey & Braunack-Mayer, 2009).   

Tracing the history of government contractual funding patterns to NGOs in Australia, 

Zappala and Lyons (2006) state that from the mid 1980s to the next decade, the government 

began to realize the economic rationalisation and started to encourage market solutions for 

growing community service demands. This approach encouraged for-profit and non-profit 

organistions to meet an increasing demand for services by tendering for government funding 

in the form of grants and contracts to provide specific services. However this approach was 

for already established organizations and government ceased encouraging the creation of new 

NGOs (Zappala & Lyons, 2006, p. 402). Eikenberry and Kluver (2004) state that the 

contractual funding approach is associated with language and methods of the market which 

ensures the shifting of risk to service providers (NGOs) who only get paid for successful 

completion of assignments on a fixed rate basis.  

As a result of the shift of responsibility from governments to NGOs for delivery of 

vital human services, contracting out to NGOs has become a critical managerial option for 

government at all levels (Frumkin & Kim, 2002). Many NGOs depend on government 

funding, and this financial dependence on public money has increased in recent decades as 

more government funded services are delivered via grants and contracts with NGOs (Chaves, 
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Stephens & Galaskiewicz, 2004). During the 1990s, Australian governments at all levels 

moved to contractual arrangement with community sector organizations providing human 

services (Rawsthorne, 2005). 

Disadvantages of government funding 

The disadvantages of government funding which were predominant in the literature were 

divided into five themes based on the theory they purported to represent and the language 

used. They are: insufficient funding; institutional theory and isomorphism; accountability; loss 

of autonomy; and mission drift.  

Insufficient funding 

The effects of government funding on NGOs operations has turned out to be a 

controversial subject and researchers have seen both promise and peril in NGOs’ growing 

financial ties with government (Spooner & Dadich, 2010). In Australia, the foremost and 

enduring problem is insufficient government funding to community services. NGOs and 

repeated surveys and reports have continuously highlighted this problem. In this section, 

different surveys, reports and research studies will be discussed which highlighted the funding 

problems for NGOs in Australia and in the NT in the last ten years. 

In a survey of 857 NGOs in Australia carried out by Australian Council of Social 

Services (2007), 92% mentioned inadequate funding or insufficient resources as a major issue 

for their service. Although funding for the agencies had generally increased, it was still 

insufficient to meet demand and most agencies reported that they had to limit their services 

and turn people away. The majority reported that the funding requirements mandated by 

government contracts were a significant burden that drew resources away from service 

delivery. However this survey could not represent the NGOs from the NT in true letter and 

spirit as only 3% NGOs (27) from the NT responded to the survey out of 857 Australia wide. 

Moreover no separate results were presented for the NT due to which the results cannot be 

generalised to the NT. 
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The Australian Productivity Commission (2010) in its report highlighted the problem 

of inadequate funding to community based NGOs affecting the efficiency and effectiveness 

of the sector. The Commission revealed that insufficient funding has eliminated the quality of 

services and limited the capability of NGOs to fulfil the needs of clients. The Commission 

also identified the related problems as a result of insufficient funding including, recruiting and 

retaining staff, casualization of staff, demoralization of staff due to fewer wages, the 

uncertainty of job continuity and extra work load due to staff shortages.  

The problem of inadequate funding has not changed in Australia, rather has become 

worse. A survey carried out by Mental Health Australia (2014) on 87 community based mental 

health NGOs reported major problems of loss of staff, reduction in services to clients and 

decline in staff morale as a direct result of insufficient and uncertain government funding. 

Although electronic survey methodology has the capacity to be extensive and encompass large 

populations, and objective, at times it can be prone to bias, especially in sampling. In online 

surveys, relatively little is known about the characteristics of the participants aside from some 

basic demographic variables, and even this information can be questionable (Right, 2006). In 

the limited information scenario, any factor associated with staff or service reduction can be 

linked with uncertain government funding by an NGO. 

An empirical study on mental health CMOs in the Metropolitan area of Brisbane 

through email and paper-based surveys, found that the biggest constraint, reported by 70% of 

respondents, which hindered the ability of CMOs to carry out effective mental health 

operations was financial and human resources (Boyle et al., 2007). The study revealed that 

43% of participant NGOs were eager to expand their mental health operations if provided with 

extra funding. However this study has a number of limitations. Firstly, the response rate was 

only 42% which is a less then acceptable survey response rate which Babbie (1990) believes 

should be 50%, while Bailey (1987) recommends 75% as accepteble. Secondly, since this 

survey was conducted on Metropolitan Brisbane based NGOs, it underrepresented the remote 

areas of Australia and Indigenous NGOs where mental health issues are much graver. 
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A descriptive study based on the individual interviews from 52 mental health NGOs 

representatives in South-East Queensland reported that more than half (54%) of respondents 

expressed their concerns about government funding, with 37% looking at ways to improve 

their application and submission process because they were not happy with their success, and 

17% looking for expert advice about how to improve their abilities to secure government 

funding (Byrne et al., 2014). Nevertheless the same study also showed that 40% expressed 

satisfaction with government funding as they were usually able to secure enough money to 

cover their operations. Another 6% were not relying on government funding.  

The increasing trend of the competitive tendering process from governments to fund 

NGOs (Carey & Braunack-Mayer, 2009) has also caused funding inadequacy for NGOs. 

Cunningham, Baines and Charlesworth (2014) conducted a comparative case study on two 

NGOs from Australia and UK to analyse the effects of government funding on NGOs and 

found that in Australia, state and federal government funding was insufficient to cover costs 

and every year NGOs opened 12-15 new programmes and closed the same number of 

programmes due to increasingly restrictive government competitive tendering processes. 

Funding was strictly targeted and access to organizational reserves was becoming far more 

limited than previously. The inadequate funding and cyclical nature of tendering for 

programmes, which increasingly secured only short term targeted funding, directly impacted 

on working conditions in NGOs. However, Cunningham et al. (2014) conducted this study for 

exploration of New Public Management (NPM) funding models and NPM practices are 

contextual with variable national impacts affected by several factors, such as, difference in the 

timing of implementation, mediation by legal, institutional and cultural contexts, the political 

persuasion of government, employee resistance and adoption of only few aspects of NPM 

which suit the practices (Bach & Bordgna, 2011). Therefore a framework developed and 

adopted in the UK environment is not likely to yield positive results in Australia, especially 

without taking the Australian context in to consideration. 

Despite the growing evidence of the effectiveness of community mental health 

services, some states and territory governments are dismantling and demobilising community 
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services, such as 24 hour mobile crises teams, assertive community treatment teams, 

supervised residential facilities and 24 hour supervised community respite care (Rosen et al., 

2010). Rosen et al. (2010) provide the solution that federal, state and territory governments 

should work together to ensure the provision of adequate funds to community mental health 

services. 

Several studies have identified that the issue of insufficient funding is graver in the 

NT due to high costs of service delivery owing to its awkward geographical location and poor 

health of Indigenous communities (Si et al., 2008). A study conducted in Darwin, Sydney and 

Melbourne through six group discussions among 40 informants from the Alcohol and Other 

Drugs Sector (AODS) NGOs, government departments, philanthropic organizations and 

academic institutions, highlighted the inadequate funding problem for NGOs in the NT, 

caused by high costs of providing services in regional and remote areas, lack of infrastructure 

to support services, difficulty in attracting staff in remote locations and offer proper facilities 

including staff accommodation, public transport and office space, as well as other community 

amenities (Spooner & Dadich, 2010). This study very precisely highlighted the problems in 

provision of mental health services and the reasons for inadequacy of funding in the NT, 

however, failed to identify the reasons, the hindrances and constraints for inadequate funding 

in urban cities like Sydney or Melbourne. 

Lloyd and  Wise (2010) in their qualitative study based on 35 in-depth interviews of 

frontline health professionals involved in health policy and service provision in the NT stated 

that many participants in the research expressed frustration about the complicated, inflexible, 

inefficient and inadequate funding arrangement which has undermined the capacity of the 

governments and the organizations to provide health services to Aboriginals in the NT. The 

study used purposive sampling which can be highly prone to researcher bias, such as, selection 

of participants according to researcher preference, which can impact the research hence 

making it difficult to convince the reader that the findings achieved the aimed theoretical, 

analytical and logical generalization (Mugera, 2013).  
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Problems related to funding are not simply about shortfall but a number of research 

reports have identified a range of negative consequences for NGOs from the current 

contracting funding model (Spooner & Dadich, 2010), including the diminishing capacity of 

the NGOs to contribute to social capital or public policy (Maddison & Dennis, 2005), 

decreasing ability to collaborate with each other (Barraket, 2006) and increased organisational 

fragility (Spall & Zetlin, 2004). 

Institutional theory and Isomorphism 

The uneven relationship between the government and NGOs, the deviation of 

government objectives and NGOs mission and government control on NGOs through the 

contract details deeply influence the existence and level of transaction costs to both recipient 

NGOs and funders (Brown & Trout, 2004). The direct impact of contractual funding is to 

disadvantage small NGOs which are rich in social capital, and to persuade larger ones to adopt 

more corporate style practices (Rawsthorne, 2005). 

Recently, governments around the globe have shifted their focus from grants to 

contractual funding to non-profit organisations, Melville (2008) states that since the 1980s 

governments have increasingly pulled organizations into contractual funding arrangements 

where organizations now have to compete for government service contracts. The increasing 

trend of government contracting culture of the non-profits has significantly changed 

organizational dynamics and characteristics and tied funding programmes are the main reason 

for changing the nature of service delivery by non-profits and consequently diversion of 

organizations from their community groups (Brown, 1997; Laurie & Bondi, 2005; Owen & 

Kearns, 2006).  

Researchers have found that government contractual funding can affect the internal 

governance system of NGOs, more specifically known as institutional theory or isomorphism. 

Frumkin and Kim (2002) define institutionalism when NGOs pursue and embrace strategies, 

practices, processes and structures which have little to do with the performance and efficiency 

maximization but react to and seek ways to accommodate pressures in response to external 

security and regulations. Mitchell (2014) quotes in his research that while depending on 
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government funding is more specifically related to greater revenue stability, it may also lead 

towards goal displacement and institutional isomorphism. 

According to Fumkin and Kim (2002) isomorphism occurs when pressures in the form 

of coercive scrutiny, evaluation and regulation from the outside grow, so organizations tend 

to become defensive and try to find ways to diffuse or eliminate this pressure by changing 

their internal practices and one of the easiest ways is to adopt those routines and structures 

which can minimize the conflict but such routines may lead towards inefficiency due to 

divergence from mission. Frumkin and Kim (2002) identify government funding, licensing, 

inspection, and regulation as main levers for non-profit and for-profit isomorphism. 

Isomorphism is driven by three strong processes: a coercive process that requires 

submission to rules, regulations and laws dictated by a powerful party in the environment; a 

normative process driven by professional and social norms and values; and a mimetic process 

driven by high uncertainty (Hafsi & Thomas, 2005).  

The government as a source of funding becomes the enforcer of the rules and in this 

role it ensures rule compliance by obligations like external audits and when NGOs are 

convinced that government funding is linked with or depend upon financial reporting 

compliance, they make essential efforts to ensure compliance which increases efficiency 

(Verbruggen, Christiaen & Milis, 2015).  

Highlighting the advantages of isomorphism, Lu (2015) identifies two major results 

of organizational isomorphism which are professionalism and co-optation. Professionalism 

means achieving specialised expertise and qualification which enhance NGOs’ efficiency thus 

achieving legitimacy, whereas co-optation means the process of absorbing new elements into 

leadership or policy determining structure of a NGOs for minimizing the risk and threat to its 

stability and existence which also boosts efficiency and ultimately legitimacy of an NGO, for 

instance, absorbing powerful political leaders and government official in the governing board. 

Lu (2015) conducted a study in one state in the USA through interviews based on a telephone 

survey of 97 NGOs and found that NGOs with professional and bureaucratic orientation, co-

optation, stronger domain consensus with government and long government funding history 
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are more likely to receive government funding. However, this study was only on small and 

mid-sized NGOs which can adopt bureaucratization and co-optation more willingly in order 

to ensure government funding. Large organizations usually have more diversified funding 

streams and are usually more influential and well connected, therefore they may resist the 

process of bureaucratization or co-optation. Moreover the survey response rate was only 

38.8% which is less than acceptable.  

Discussing the threats of professionalism as a result of isomorphism, Frumkin and 

Kim (2002) comment that while government funds may represent a critical source of revenue, 

particularly in the fields of health and human services, it may cause bureaucratization and 

professionalization in NGOs which results in inefficiency. They established in their study that 

receipt of government funding in the forms of grants and contracts can make an NGO more 

inefficient and more bureaucratic in operations.  

According to Carey and Ayton (2013), as a result of professionalization, NGOs 

gradually divert from being well integrated into their communities and largely voluntary in 

nature, towards being bureaucratised organizations that deliver services on behalf of the 

government. They further continue that professionalization of the NGOs has significant 

implications for community based approaches to health promotion, given the shifts it causes 

in organizational structure and workforce.  

A survey of 258 NGOs in Victoria and Queensland highlighted that the NGOs 

reported themselves feeling under constant pressure as a result of changing government 

policies, legislations and priorities and these pressures stemmed from managerial and financial 

functions, increased competition and increased expectations for efficiency and other internal 

pressures including internal crises, declining performance, obsolescence and conflict between 

members and the external environment (Spall & Zetlin, 2004). As a result of these pressures 

NGOs are becoming more enterprise oriented thus departing from their spirit. Spall and Zetlin 

(2004) divided the respondent NGOs in to two organizational typologies, enterprise 

organization and non-enterprise organizations. The sum scores were categorized into three 

categories, low, with 33 and fewer percentiles (non-enterprise), medium, with 33 to 66 
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percentile and high, with 66 and above percentile (enterprise). However, a limitation of the 

study was a construct of the artificial sample as acknowledged by Spall and Zetlin (2004). 

Another limitation of the study which could significantly affect the results were the three 

percentile categories. An NGO in the 34th percentile and another NGO in the 65th percentile 

both fell in the medium category in spite of substantial differences in their enterprise 

orientation.  

Another disadvantage of the government contractual funding is a negative impact on 

inter-organizational relationships (IORs). IORs emerge when NGOs make a formal or 

informal relationships with other NGOs to achieve joint outcomes (Lu, 2015). Government 

contracting system has caused loss of collaboration and cooperation among the NGOs and 

increasingly competitive inter-organization ethos which affect collaborative service delivery, 

networking, referral, needs identification and problem solving (Rawsthorne, 2005).  

Rawsthorne (2005) survey found that contracting had affected collaboration and 

cooperation between organizations, especially large organizations were more likely to agree 

that the changed funding arrangement (contractual funding) had led to greater competition and 

less collaboration. The survey response rate was 30% (561), below the acceptable rate. 

Moreover the data was taken from Commonwealth Department of Family & Community 

Services (FaCS) database which included only those NGOs which were receiving FaCS 

contractual grants and not those which were not able or willing to enter into contract for the 

funding or receiving funding from other government departments. 

Summing up the disadvantages of contractual government funding to NGOs, 

Eikenberry and Kluver (2004) commented that competition for contracts leads to replacement 

of a benevolent spirit, increases focus on management and public relation at the expenses of 

services, encourages provision of reimbursable services instead of social welfare, smaller 

revenue pools for community services, unsupported advocacy, concentration of power with 

larger service providers, threatens inter-organizational networks, devalues volunteer work and 

focuses on the bottom line instead of building social capital.  
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Accountability 

 

As NGOs are engaging in more contractual and partnership relationships, they face 

changing demands for performance measurement and accountability, both upward to 

government and downward to their members, clients and the community (Barraket, 2006). 

Under the competitive funding model, NGOs have been treated like businesses and they are 

expected to demonstrate accountability and higher performance, while supporting clientele 

with complex needs and managing increased back-office costs (Spooner & Dadich, 2010). As 

government’s relationship with NGOs evolve, its ability to impose its priorities on 

organizations increases, with the major tools for this increase being reporting requirements 

and increasingly specific regulation of organizations (Cunningham et al., 2014). 

NGOs are subject to two types of audits. Financial audits are conducted to ensure that 

there is complete material disclosure and that accounts are maintained according to the 

stipulated accounting and; and financial standards and performance audits which attempt to 

ascertain the efficiency, effectiveness and accomplishment of NGOs in view of their missions 

(Frumkin & Kim, 2002). 

Carman (2009) states that compliance-based accountability by government focuses 

on conformity of rules and punishment for violators. Accountability and conformity even 

begins before the issuance of a grant or contract to NGOs with the issuance of specific criteria 

regarding who is eligible to receive a specific contract or a grant, for instance, a licensing 

condition. Once a contract or grant is awarded, other external monitoring activities come into 

play, for example, visiting the sites and reviewing program documents and records to keep 

track of performance (Carman, 2009). 

The purpose of Carman’s (2009) study was to investigate the extent to which funders 

require NGOs to provide evaluation and performance measurement data and how NGOs 

respond to these requirements. A multi-method approach included a survey of NGOs, 

interviews with 31 NGO executives and ten funders in New York State to test the six 

hypotheses. Governments were found to not only work hard to monitor and increase the 

oversight they exercised over NGOs, but were also requiring more evaluation and 
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performance measurements. Carman (2009, p. 382) quotes an evaluation director of a federal 

donor agency:  

We get a performance agreement, which is their contract with us, and (NGOs) tell us 

what they are going to do and the budget. Every quarter, they have to submit 

performance reports that tell us about the performance agreement. You said you were 

going to do this. What did you do? How far did you go? What milestones have you 

met? What progress have you made towards meeting your performance targets? 

Carman also found that the NGOs which rely on federal and departmental funding are 

more exposed to accountability requirements as compared to NGOs which rely on state and 

local funding.  

The costs associated with compliance and accounting requirements is a source of a 

particular drain on NGOs’ resources and this has been further aggravated by the patterns of 

funding as NGOs typically receive funding from multiple government departments and from 

multiple government levels (local, state and national), all having different requirements for 

reporting on the use of the funds (Spooner & Dadich, 2010). Cunningham et al. (2014) in their 

study found that record keeping linked to targets and accountability associated with all the 

different models of government funding to NGOs significantly affected the workloads of 

NGOs and new and changing reporting requirements had often caused a loss of focus on 

clients’ services as well as a changed professional identity. 

The differences in the reporting requirements to different donor departments is 

another factor which negatively affect NGOs. Flack and Ryan (2005) in their study analysed 

the financial reporting requirement documents of 22 Queensland government departments 

involved in funding 31 different programs of the CMOs and found that all 31 different 

programs had special and different financial reporting requirements and all 31  programs have 

had different sets of acquittal documents that had caused profound compliance costs to CMOs. 

Moreover, not only were there inconsistencies among government agencies for reporting 

requirements, but also with in one particular government department there was little 

consistency and harmony. They quoted an example of a youth and family service organization 
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which received $4m from Commonwealth, State and Local governments and had to report 

back to 37 separate grant funders with separate reporting requirements. This study was first of 

its kind to report the huge differences and variations among reporting requirements not only 

in different government departments, but also within one department for different programs. 

This study revealed some useful information for government regulators, NGO peak bodies 

and Australian accounting standards setters who seek harmony with international accounting 

standards (Ryan & Flack, 2005) particularly since Australian accounting standards merged 

with international accounting standards in 2005 (Omoura & Foster, 2014).  

Herzer and Nunnenkamp (2013) in their study concluded that in addition to extensive 

monitoring and reporting requirements, government financing typically implies that NGOs 

are no longer autonomous in defining their financial portfolios. Identifying the implication of 

accountability to large NGOs, Rawsthorne (2005) in his study found that larger the 

organization was, greater the belief that organization was more accountable to the government 

than to the community.  

Loss of Autonomy 

Government contracts may provide NGOs with necessary financial stability, but at 

the potential cost of reduced autonomy and programmatic inflexibility (Mitchell, 2014). 

Chaves et al. (2004) comment that NGO leaders are anxious over the loss of autonomy which 

comes with government money and fear that their political activity will drive away 

government funders. Brown and Trout (2004) state that the role of NGOs is under threat with 

the growing use of clauses making funding condition on non-engagement in political dialogue. 

The simple philosophy which refrain NGOs to oppose political activity or advocacy which is 

not welcomed by a funding sources is, “do not-bite-the-hand that- feeds-you resource 

dependence”  (Chaves et al., 2004, p. 295).  

Maddison, Hamilton and Dennis (2004) conducted a survey on a population of 750 

Australian NGOs involved in advocacy. With a response from 290 NGOs, they found that 

most respondents reported government constraints on their independence with 70% reported 

that government funding at times restricted their ability to comment on government policy and 
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90% believed that dissenting organisations risked having their funding cut. The authors noted 

that the more reliant an NGO was on government funding, the more constrained they felt in 

criticising government. This survey was very important and impactful as 290 organizations, 

most of them large and front liners, responded to this survey. Carey and Ayton (2013), state 

that with the closer ties of community organizations with government and their restricted 

ability to provide political advocacy or to respond to communities, these organizations are 

sometimes referred as “proxy state organizations”.  

NGOs with closer ties to government have constrained activities, for example, 

although such organizations carry out advocacy work, yet it is not up to the standards of broad 

political debates, but is only restricted to politically acceptable areas and mostly to the non-

sensitive issues (Phillips, 2006). Such organizations tend to follow the central policy values 

set by the government and strengthen the political agenda of the ruling government. This study 

focussed on Australian NGOs and their role in view of liberal democracy and market oriented 

neoliberalism which advocates market driven policy governance and places more restrictions 

on NGOs. However, this was more of a comparative and theoretically based study comparing 

limitations of liberal democracy and neoliberalism governance in its current form and 

favouring the historical Australian democratic approach which recognises more participation 

of NGOs in society. This study lacked any empirical evidence to support the theory. 

Lloyd and Wise (2010) in their study on health services in the NT commented that 

several participants in the study expressed frustration at the point that funding decisions are 

made according to political imperatives rather than moral, economic or social arguments. 

Parks (2008) states that NGOs autonomy is of great importance in domestic and political 

dialogue and advocacy activities and with close association with the government donor 

agency, NGO loses its credibility vis-à-vis the government, other political actors, and the rest 

of civil society. 

In Australia, the preference for funding is for project based programs over advocacy 

services. Casey and Dalton (2006) found that the government shift and priority to project based 

funding results in increasing percentage of available funding to specific activities and less 
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funding to advocacy due to which advocacy can only be funded from the shrinking pool of 

uncommitted funds, private membership or fundraising. They further comment that the 

increased use of government contracting and competitive tendering effectively decouples the 

NGOs from policy and service provision roles which results in concentration of power over 

policy and services into the hands of governments. The study explored the impacts of 

Australian governments written protocols and contracts on advocacy roles of NGOs. 

In a systematic review of Australian non-profit community sector academic and 

policy literature, Barraket (2006) investigated the issues which affected the community sector 

and one of the issues highlighted was the negative effects of tied funding. One of the most 

common and widely criticised effects of contemporary policy trend of tied funding and the 

new imperatives of partnership on the community sector, is that they limit NGOs’ capacity to 

advocate for the needs of its constituents or dissent from the status quo (Barraket, 2006). This 

study was the first attempt to combine all the previous studies on the subject matter in 

Australia and systematically reviewed them to yield concrete results. The recommendations 

were practical and realistic for policy makers to address the community NGO issues.  

However there are research studies which negate the notion of loss of autonomy. 

Spooner and Dadich (2010) in their study quote a survey of NGOs which found that 71% 

believed their advocacy activities had not been affected by government contracting and around 

66% agreed that they were able to provide input regarding community needs and policies.  

Rawsthorne (2005) in his study identified that almost 46% of Australian CMOs he 

studied agreed or strongly agreed on the loss of flexibility and innovation as a result of 

government funding coupled with specifications of nature and distribution of services. 

Moreover, large and medium size CMOs and those operating in rural settings more strongly 

agreed or agreed to the statement.  

 In Australia, state governments have been attempting to restrict the ability of 

government funded community services to engage in lobbying and advocate the political 

change, for instance, the Principles of Funding of Legal Assistance Services in NSW clearly 

states that funding for community legal services should not be used for political advocacy or 



52 
 

 

 

political activism (Gray, 2013). The NGO’s advocacy role for marginalised people is under 

serious threat with the increasing use of clause making funding conditional on non-

engagement in political dialogue. Gray suggests that such clauses can be legally challenged 

on the basis of freedom of speech and freedom of political communication. This study 

explained the example of American case law and jurisprudence which passed the first 

amendment to ensure the constitutional political freedom of NGOs. Based on American 

example, Gray very importantly and critically advocates for similar legal amendments in 

Australia also by challenging the gag clauses in funding agreements of NGOs but did not 

explicitly mention any concrete legal framework to do so. 

Casey and Dalton (2006) concluded that contracting and project-based funding have 

decoupled the policy and service roles, and, instead of providing CMOs with greater 

participation in both may, have led to a concentration of power over policy and services in 

government hands.  

Mission Drift 

The development of government contractual funding to NGOs has significantly 

changed the organizational dynamics and characteristics and tied funding programmes have 

been seen to draw organizations away from their community groups and change the nature of 

service delivery. (Carey & Braunack-Mayer, 2009). When mission drift occurs, organizations’ 

objectives become increasingly aligned with government policies, rather than working with 

communities to challenge the government to create more equitable and socially responsive 

policies and programs (Carey & Ayton, 2012). In mission drift state organizations compromise 

on their objectives not only through direct pressure from a funding source but through 

gradually diverting towards areas amenable to contract funding and carrying out government 

objectives (Perlmutter & Adams, 1990).  

Bennet and Savani (2011, p. 218) state that “ during mission drift an NGO’s priorities 

and activities are determined in part by external funders and, in consequence, the 

organization’s operations then deviate significantly from its original mission, and the major 
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driving force behind the mission drift is an outside funding body’s desire that an NGO alters 

the scope or contents of its services to match more closely the funders’ requirements”.  

Spooner and Dadich (2010) in their study mention that concerns were expressed about 

government agendas influencing organisational governance which was significantly difficult 

because different funding bodies, for example, the national government and the state/territory 

governments, have different agendas and NGOs were reportedly being driven by the priorities 

of funding bodies rather than by mission. Moreover, informants also questioned the value of 

government agendas that were driven by short-term election cycles, rather than long-term 

vision.  

Another aspect of mission drift is the inclination of NGOs towards top-down approach 

as compare to bottom-up approach.  Carey and Braunack-Mayer (2009) in their ethnographic 

case study on an Australian CMO identified that initially the NGOs operated on the more 

radical bottom-up principle of increased social justice through community participation, 

empowerment and advocacy, however, with an increase in state funding, it appears that this 

principle has started to be abandoned in favour of more conventional health promotion 

discourse, top-down approach, focusing upon disease prevention and population approaches. 

Rawsthorne (2005) in his study pointed out that aboriginal organizations were more likely to 

agree or strongly agree that they had been diverted from their vision (35% aboriginal 

organizations as compared to 17% other).  

In his research on American NGOs, Chaves et al. (2004, p. 296) quote a study, which 

found that increased government funding caused NGOs to redirect their attention, energy, and 

resources away from service delivery and advocacy and towards administrative activities such 

as grant-writing fundraising, and documenting the communities’ needs for services.  

In a case study of three non-profit charities in the UK, Bennet and Savani (2011) 

commented that the management of all three charities recognized that mission drift was an 

unavoidable consequence of receiving substantial volumes of government contract work.  
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Summary 

The insufficiency of government funding is echoed in almost every study in Australia 

and in the NT. Besides, the insufficiency, contractual government funding is also linked with 

causing isomorphism, structural changes, loss of autonomy and mission drift of the NGOs. 

Accountability requirements have also constrained the performance of the NGOs. For NGOs, 

receiving government funds is not cost free and NGOs leaders have become more aware of 

the negative impacts of government funding where onerous government oversight and 

regulations may lead to NGOs’ greater formalization, administrative inefficiency, and mission 

drift (Lu, 2015). However there are also several scholars and studies which identify the 

advantages of government funding. 

Advantages of government funding 

The negative impacts, such as, mission drift and loss of autonomy, about government 

funding have not gone unchallenged and many researchers have seen the relationship between 

government and NGOs as complementary and mutually advantageous (Frumkin &Kim, 

2002). NGOs capitalize on government’s steady financial support to improve the efficiency 

of the service delivery process mainly through the achievement of scale through large blocks 

of government support (Frumkin &Kim, 2002).  

In fact, some research has argued that the flow of public funds into NGOs allows them 

to expand substantially their operations and to achieve greater levels of operational efficiency 

and improved effectiveness (Frumkin & Kim, 2002). Luksetich (2008) advocating the mutual 

benefit of government-NGOs funding relationship asserts that the data shows that on one hand, 

government grants have a positive and statistically significant effect on the number of NGOs 

and on the other hand, numbers of NGOs and their fundraising efforts have a positive and 

significant effect on the amount of government grants. Luksetich (2008) comments that 

fundraising activities of NGOs to acquire government grants and contracts have a positive 

connection with increased government funding. 
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Favouring the benefits of the government funding to NGOs, Brooks (2000) states that 

NGOs functioning with no government support might be entirely unknown or just starting out, 

and as such might benefit from the publicity and credibility which comes with a grant.  

Explaining the advantage of competitive tendering process in Australia, Durham and 

Bians (2015) state that due to insufficient funding, NGOs, notably health service and the 

community-based sector in Australia, have to operate in contestable markets for winning funds 

and these competitive tendering processes assume that competition between for and not-for-

profit providers act as a catalyst to improve service delivery efficiency. Durham and Bians 

continue that contestability allows more providers to enter the market and compete for 

contracts, creating the stimulus for greater efficiencies, innovation and improved service 

delivery to consumers. Durham and Bains (2015) intend to undertake a realist review which 

is theoretically driven and interpretative in approach to synthesise qualitative, quantitative and 

mixed methods research based evidence in Australia. However this article is just a framework 

of their intended work, and they have not yet reported the results of their review. 

Government funding does not always cause mission drift. Rawsthorne (2005) in his 

study found that over half (58.3%) of the organizations he studied strongly disagreed that the 

new contractual funding arrangements had diverted their organizations from their vision and 

purpose. Rawsthorne continues that whilst government contracting has been detrimental for 

some NGOs, over a broader spectrum, the community development activities of these 

community sector organisations have been affected minimally and the negative impacts of 

contracting have been less than anticipated and these organisations feel able to continue to 

play an important developmental role in community life, regardless of the contractual 

arrangements. But as mentioned earlier, Rawsthorne (2005) only included the NGOs which 

were receiving funding from one department, the Commonwealth Department of Family & 

Community Services (FaCS). Different funding departments may have different requirements 

and culture which may cause different impacts to the NGOs, therefore results of this study 

may be generalised with caution.  
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Lu (2015) argues that government contracting requires NGOs to behave in a 

trustworthy manner over time and over transactions to develop familiarity and credibility and 

more broadly, this points to the imperative of building inter-organizational trust with funding 

agencies which are more likely to survive and sustain. 

Yet if government funding causes mission drift, Bennet and Savani (2011) advocate 

the benefits of mission drift and comment that mission drift can have positive consequences 

for NGOs, by undertaking contract work well beyond the scope of their existing missions, 

NGOs can develop their competence, extend their capabilities, and become adept at building 

activities into a total package to offer to government funders.  

NGOs at times adopt several strategies to avoid mission drift effect of government 

funding. Parks (2008) states that since it is rare to find an alignment between donors and an 

NGO, negotiations are carried out over what to do and towards what ends, though mostly these 

negotiations are heavily influenced by donors, at time, NGOs hold an advantage, especially if 

there are only few NGOs in an area. In such case NGO would be able to advocate community 

needs to donors in better way. However, Parks’ study is based on Asian NGOs where 

international donors are unfamiliar with the demographics of the recipient country, so they 

tend to negotiate with NGOs for end results.  

  Favouring the structural changes or isomorphism as a result of government funding, 

Lu (2015) comments that NGOs with higher bureaucratic orientation, stronger domain 

consensus with government, and longer government funding history are more likely to receive 

government contracts and grants (Lu 2015). On the structural side, NGOs’ bureaucratic 

orientation plays a strong positive role in facilitating the flow of government funding and on 

the relational side, both domain consensus and funding history have strongly significant 

effects on attracting government funding (Lu 2015). 

Dependency (on government funding) is not only inevitable, but it is also necessary 

for survival as it increases the organization’s sensitivity to the environment and its ability to 

adapt to it (Hafsi & Thomas, 2005). Supporting the inevitable dependency of most 

organizations on government funding, Hafsi and Thomas (2005) further suggest that this is 
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not a curse and instead of competing for resources on an open market, organizations rather 

seek to increase legitimacy and support among the main actors upon whom they are dependent 

(government). In doing so, isomorphism takes place, and can be seen as a strategy to deal with 

such a dependency (Hafsi & Thomas, 2005). 

Highlighting the benefits of competitive contract funding, Eikenberry and Kluver 

(2004) comment that government usage of competitive performance based contracts and not 

giving NGOs preferential treatment provide for-profit sector to enter in the bidding process 

because of for-profit’s greater ability to sustain risk due to high capital and greater 

technological capacity to meet contract requirements and this phenomenon triggers the 

performance based approach among NGOs.  

Similarly advocating the benefits of competitive funding, Parks (2008) comments that 

competition for funding increases accountability and positive outcomes, incentives for NGOs 

to work harder, cut unnecessary costs, improve the overall influence and effectiveness of civil 

society in domestic and political environment.  As a result, high performing NGOs thrive and 

inefficient fade out.  

Rawsthorne (2005) identified that two third of organizations he studied in his research 

believe that their ability to contribute to policy and program development at government level 

through the identification of community needs has not been adversely affected by the changed 

government funding arrangements and smaller organization felt more able to participate in 

needs identification. 

Discussion on government funding 

 Australian human, health and community services receive a greater proportion of their 

overall revenue from government compared to philanthropic, religious, sports and recreation 

organisations (Zappala & Lyons, 2006). However, inadequacy of government funding has 

been the most widely discussed and accepted dilemma in all the research studies in Australia. 

There are six evidence based research studies (Boyle et al., 2007; Byrne et al., 2014; 

Cunningham, Baines & Charlesworth, 2014; Lloyd & Wise, 2010; Rosen et al., 2010; Spooner 
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& Dadich, 2010) and three government/peak bodies (Australian Council of Social Services 

2007; Australian Productivity Commission, 2010; Mental Health Australia, 2014) surveys 

presented in this section which confirmed the dilemma of inadequate government funding for 

NGOs in Australia. However, there is not even a single study which reports the opposite 

results. As Ibell (2004) states, there has always been a friction over health spending between 

federal and state/Territories, as federal authorities asserting the provision of sufficient funds 

and State authorities retorting the insufficiency of funds to run their medical expenses.   

However setting aside the issue of inadequate funding to NGOs, other impacts of 

government funding, such as, mission drift, accountability and loss of autonomy, have 

received a mixed response from different researchers as evident from presented studies in this 

chapter. Twelve Australian based studies (Barraket, 2006; Carey & Braunack-Mayer, 2009; 

Casey & Dalton, 2006; Durham & Baines, 2015; Flack & Rayan, 2005; Gray, 2013; Hamilton 

& Maddison, 2007; Lloyd & Wise, 2010; Phillips, 2006; Rawsthorne, 2005; Spall & Zetlin, 

2004; Spooner & Dadich, 2010) have been analysed in this section to support the theory and 

some studies link these impacts with positive consequences while others link them with 

negative ones. Studies from other parts of Western world (Bennet & Savani, 2011; Carman, 

2009; Chaves et al. 2004; Lu, 2015) also follow the same trend. As Spooner and Dadich (2010) 

state, there is mixed evidence about the impacts of government funding on NGOs’ 

independence, although there appear to have been some problems in this area, the extent of 

the problem is not clear.  

From the presented studies in this chapter, it has become clear that definite results are 

hard to draw to determine the impacts of government funding on NGOs and in fact these 

impacts depend upon a number of factors such as, age, size, sector and demography of an 

NGO. As according to Zappala and Lyons (2006), larger NGOs rely least on fundraising and 

are more likely to have a diversified revenue base including revenue from government and 

commercial activities, whereas smaller organisations are more likely to depend on fundraising, 

moreover, organisations located in capital cities are also more likely to be dependent on 

fundraising revenue to carry out their activities. 
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Political, economic and social environments in which government and NGOs contract 

and operate also play a role in deciding the nature of the relationship between the two and the 

service delivery pattern. Chaves et al. (2004) state that the relationship between government 

and NGOs significantly depends upon the environment in which both operate. On one hand, 

the NGO is dependent on government for its funding, whereas on the other, government 

agencies may also depend on that organization to deliver needed services. Government 

agencies responsible for managing grants and contracts need qualified and capable 

nongovernmental partners with which to contract and if the number of such partners is limited 

in a given community or in a given arena, the situation is one of mutual dependence between 

government and the NGO, so that the NGO can deliver the service wuth minimal government 

influence (Chevs et al., 2004). 

There are some scholars who believe that government as a donor has complete right 

and authority to exert and exercise its power over NGOs, and it is the duty of NGOs to fulfil 

all the conditions tied with government funding. Gray (2013) states that no individual or 

organisation has a constitutional right to government funding and governments are not obliged 

to fund any specific community organisations. Further, if the government is free to decide 

whether to fund an individual or agency, it can impose conditions on the recipient of the 

funding and if the recipient does not like the conditions, it does not have to accept the money. 

Section 2 
 

Revenue diversification (Other sources of income) 
 

The potential risks linked with government funding might make NGOs less willing to 

fully rely on government funds and urge NGOs to seek other resources from private 

contributions and commercial activities to diversify their revenues (Carroll & Stater 2009, Lu 

2015). As government grants become more difficult to acquire or come with increased 

mandates or short-term coverage, NGOs have to seek additional funding sources or increased 

funding from their regular sources than in the past (Kelly & Lewis, 2010). 
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NGOs avoid complete subjugation to government institutional and cost pressures 

through operating in niche markets, having a diversity of funders across a wide geographic 

area and engaging in partnership relations (Cunningham et al., 2014). NGOs employ different 

strategies to diversify their funding sources in order to avoid becoming too dependent on any 

single source, this way, NGOs may be able to minimize the resource insecurity, external 

control and loss of autonomy and consequently lessen upward accountability to donors 

(Khieng, 2014).  

In today’s turbulent economic environment, NGO leaders are keeping a close eye on 

their various funding sources and, in some cases are taking steps to adjust their portfolios to 

changing circumstances and anticipated economic conditions (Kearns et al., 2014). Revenue 

diversification is a well-known strategy to reduce resource dependence and research suggests 

that NGOs with diversified funding bases enjoy less revenue instability (Carroll & Stater, 

2008). Mayer, Wang, Egginton and Flint (2014) state that several studies have shown that 

measures of financial strength and longevity improve with revenue diversification. 

Using a fixed effects regression model on financial information of NGOs obtained 

from National Centre of Charitable Services (NCCS), America, Carroll and  Stater (2008) 

conducted the largest study to date by examining the financial records of 294,543 public 

charities between 1991 to 2003 (Calley, 2011). The importance of revenue diversification was 

examined and it emerged that, if an NGO which receives all its income from one source, such 

as donations, and exhibits zero diversification, diversified its revenue portfolio to generate just 

5% of its revenue from other source such as, earned or investment income, the organization 

can reduce its revenue volatility by 0.53%. Similarly, an additional 5% of revenue raised from 

earned or investment income would decrease volatility by another 0.50%. Carroll and Stater 

(2008) conclude that if an NGO actively diversifies it revenue portfolio, it can expect an 

average reduction in revenue vitality over time. Interestingly their study found some other 

results as well, such as, larger and urban NGOs are more financially stable. 

However revenue diversification is not free from drawbacks as well. Mitchell (2014) 

comments that each revenue stream carries its own profile of risks, for example, private 
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funding, whether through foundation support or corporate philanthropy, is associated with 

revenue volatility, goal displacement, and institutional isomorphism and in general, 

diversification can lead to goal conflicts, measurement difficulties, administrative complexity, 

and increased managerial costs. Mitchell further comments that the mission vagueness that 

can result from excessive diversification, while reducing dependence and increasing 

autonomy, can undermine NGO’s legitimacy. Mitchell’s (2014) study was based on a sample 

of 182 American NGOs which had secured more than $500,000 in their most recent fiscal 

year. The criteria excluded the small and new organizations from the sample or organizations 

which did not rely on government funding hence restraining to implement the results on small 

and new NGOs 

Another study by Mayer et al. (2014) on 116,554 American NGOs grossing more than 

$25,000 aimed to find out the relationship between revenue diversification and volatility of 

the NGOs. Mayer et al. found that managing revenues from different sources can significantly 

increase fundraising and administrative costs and, therefore, diversification may not always 

have more benefits than costs. They also found that impact of the change in diversification 

significantly depends upon the composition of the portfolio. 

There are few scholars who prefer revenue concentration over revenue diversification. 

Revenue concentration is an approach which focuses on generating revenue from one type of 

source only. Foster and Fine (2007) conducted a study on revenue sources of 144 American 

NGOs which had reached up to $50m in annual revenue from the year 1970 to 2003. They 

obtained the data from National Centre for Charitable Services (NCCS) and analysed the 

Internal Revenue Services (IRS) forms of these NGOs which contain the information of 

finances and their sources. They found that 110 out of these 144 NGOs had adopted the 

revenue concentration strategy and had raised their money on relying only one dominant 

source of income, such as, corporations or governments. However, Foster and Fine (2007) 

used only the revenue as an indicator of the growth of an NGO and did not take other indicators 

of growth into account, such as, percentage growth over the longer period of time, balance at 

the end of financial year and unrestricted end year balance (Chikoto & Neely, 2014). Moreover 
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Foster and Fine focused on a much longer period of growth, 33 years, which can be attributed 

to several other factors as well, such as age of an organization. 

In their comprehensive study (see above) on other factors of growth, Chikoto and 

Neely (2014) conducted their ordinary least square analysis on a data set of 50,000 to 108,000 

American NGOs focusing on a narrow five year period of growth. They used five years 

percentage growth in total revenue, percentage growth in total fund balance at the end of year 

and percentage growth in total unrestricted fund balance at the end of the year as dependent 

variables with revenue concentration as independent variable. On the basis of the results, they 

found that revenue concentration is positively linked with the growth of an organization when 

growth is measured in terms of total revenue. However, for the other two dependent variables 

of total fund balance and total unrestricted fund balance at the end of the year, they found 

mixed results. 

Carroll and Stater (2008) on the basis of their studies conclude that the revenue 

diversification strategies for reducing revenue volatility does not always result in the stability 

of the finances and the organizations. They argue that relying on the different types of 

revenues is controversial as it instigates not only the fears of NGO’s mission drift and 

organization’s legitimacy but also the diversification could lead to burdensome complexity, 

especially for small organizations.  

To summarize, it is reasonable to claim that the different strategies of mobilizing 

funding sources have their own benefits and potential (unintended) negative impacts, and it 

depends upon the skills and decisions of NGOs’ leaders to mobilize and balance the 

opportunity and trade-off of each strategy (Khieng, 2014). 

In the non-profit sector, revenue diversification often involves generating revenue 

from sources that represent both earned income and gifts (Carroll & Stater, 2008), such as, 

commercialization and donations respectively. These two sources of revenues will be 

discussed in next part of the chapter. 
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Donations 

The governments prefer to contract with the NGOs due to their unique ability of the 

fundraising capacity, the ability to secure private contributions and bringing their own 

resources to spend on social welfare needs of communities (LeRoux, 2005). Highlighting the 

sources of donations, Zappala and Lyons (2006) point out that fundraising can be collected 

from public through appeals, from bequests, from business as donations, sponsorships or 

grants from trusts and foundations through different fundraising strategies, for instance, 

telemarketing or annual fundraising function such as fete, concert or fun-run. 

Hager, Rooney and Pollak (2002) explain three different formal ways of fundraising 

by the NGOs. The first is through inner circle in which fund raising is carried out as part of 

the non-profits’ formal fundraising operations through dedicated staff whose primary function 

is to generate grants and contribution. This staff is considered as development staff and is 

presented as fundraising expense in the financial reports. The second is through normal staff 

who are not development staff and whose primary responsibility is not fundraising, for 

instance, program or administrative staff  by involving them in event planning, solicitation of 

contributions or grant proposals. The third is through NGO’s institutional environment, for 

example, NGO’s relationship or partnership with other organizations like private business, 

specialized fundraising organization or government fundraising organizations. 

Advantages of donations 

Like all sources of funding, donations have its own pros and cons as evident by the 

research. Favouring the donations as an effective source of revenue, Zappala and Lyons (2006) 

comment that a main positivity of donations is that they are philanthropic or altruistic in nature 

which are always carried out for supporting a cause or issue rather than personal benefit 

therefore it is easy to collect money through fundraising.  

Donations are mostly faith based and performance of organization does not affect the 

decisions of donors to donate. Donors who support values and goals of an organization and 

do not face significant constraints in making their donations to such an organization are likely 
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to support it financially, while the efficiency of that organization is of secondary importance 

especially in the fields of high social value services, for example,  disease cure or prevention, 

assistance to disadvantaged children, or disaster relief or the giving of cause-motivated 

individuals (e.g., people with strong religious convictions) (Sokolowski, 2012). Sokolowski 

maintains that in such situations, the attainment of a particular socially defined value 

(promotion of a point of view, or expression of social solidarity) is the primary motive of 

making a donation, without paying much attention to efficiency concerns regarding the use of 

donated assets, for example in Australia where the information on public charities can be 

obtained with relative ease. 

For organizational benefit, Mitchell (2014, p. 76) quotes a feedback from participants 

of his study that: 

For small organizations flexible and unrestricted dollars are of great importance and 

private funding or donations are more unrestricted where organizations can do their own 

things and can hermetically seal themselves from the competitive pressures of government 

contracting. 

Mitchell further states that the leaders in his study also emphasised on a main 

distinction between grants and contracts, describing grants as need driven and contracts as 

donor-driven. A respondent says that ‘‘we write grants, we do not make contracts with the 

government and that is how we maintain our integrity (Mitchell, 2014, p.74).’’ 

Donations are easy to be secured for small and underperforming NGOs as evident 

from Carman’s study. Carman (2009) in her study tried to analyse the main factor behind the 

funding decision and surprisingly found that instead of expected evaluation results or 

performance, information plays a key role in the funding donation making process. Carman 

(2009, p. 385) quoted a funder stating that: 

You get to know who are comfortable with you, who you can feel you can trust and 

the ones that are really interested in doing business with you. Another funder 

explained that local communities had a grant makers forums that get together on a 

regular basis to discuss the issues facing by community.  
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Carman (2009) concludes that funding decision making process by donors is not 

merely based on performance but is on a myriad of factors including personal relationship, 

reputation and trust. The study used purposive sampling to ensure the representation from all 

types of NGOs, including small, large, urban, rural, affiliated or non-affiliated. Similarly, she 

used a purposive sampling approach to select a wide range of funders including federal, state, 

county government agencies and foundations. Though purposive sampling approach helps to 

ensure participation from wide range, sometimes it can affect the sample due to researcher 

bias and makes generalisation of results difficult. 

The concept of performance as secondary element for donors is also asserted by 

Bowmen (2006) who states that people who give money to NGOs are usually the strong 

boosters who are uninterested in overhead ratios, moreover, most of the people contribute 

small amount of money, therefore they are not interested in the price of those giving. However, 

the notion becomes different when it comes to larger donors and contributors due to change 

in overhead costs (Bowman, 2006).  

A significant benefit of high donations is the crowding in effect where seed money 

from large donors or announcements of previous donations increase others’ donations by 

acting as a signal of the NGOs’ quality (Heutel, 2014). Herzer and Nunnenkamp (2013) in 

their study comments that NGOs can communicate their access to government grants as an 

official seal of approval signalling the NGO’s quality and worthiness of its causes resulting in 

crowding in. The theories of crowding in/crowding out have been discussed in detail in later 

part of this section. 

In a study, the first of its kind in Australia, Omura and Froster (2014) in order to 

analyse the Australian donation culture, measured the financial stability on NGOs in the light 

of accounting and economic analysis of organizations’ operations. They acquired their data 

from annual reports of the top 44 NGOs from 2011 to 2008 and analysed it using modified 

oligopolistic market model. Omura and Foster (2014) found that the market competition for 

charitable donations in Australia is oligopolistic; oligopoly is defined as a market with a small 

number of competitors and within groups with similar functions, NGOs in Australia compete 
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in a modified form of oligopolistic market, dominated by few, larger organizations. Omura 

and Foster (2014) found in their study that one NGO can be negatively affected by the 

fundraising efforts of its counterpart in the same charity sector. Another finding was related 

to the size of an NGO where larger ones leave less room for smaller ones to compete for 

donations. However, Omura and Foster (2014) mention in their study that external and 

uncontrollable factors can bring the change in donation market of NGO, for instance, the 

Boxing Day Tsunami in 2004. They acknowledge that such crises factors have not been 

included in their study as a variable to study their impact on donation giving, but such factors 

do have effects as suggested by raw data and need further research. 

Disadvantages of donations 

On the negative side, Mayer et al. (2014) state that organizations that rely too heavily 

on donations might be more sensitive to economic downturn then more diversified 

organizations. Carroll and Stater (2008) support this notion by stating that since donations are 

the second major source of revenue for NGOs, shrinking donor markets and greater 

competition for donations could contribute to even greater levels of financial instability for 

organizations that rely mainly on donations. Carroll and Stater (2008) in their study calculated 

that NGOs receiving greater than 50% of their funding from donations experience 2.75% 

greater average volatility in their revenue structures over time than NGOs generating a 

majority of their funding from sources other than donations. They concluded that donative 

organizations are more volatile over time, which suggests that organizations that rely mainly 

on contributions may be most at risk from resource dependency.  

Khieng (2014) comments that grants and donations from foundations are usually 

unpredictable and unstable and commonly come with constraints and sets of conditions (or 

strings) that can negatively affect recipient NGO’s goals and missions. 

Spending too much money on fundraising can be a source of unhappiness among 

donors and may lead towards a decline in donations. Herzer and Nunnenkamp (2013) 

comments that private donors dislike the NGOs which spend high budget on fundraising 
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therefore fundraising expenditures do not necessarily result in higher donation, secondly, 

substitution effect among different revenue sources may influence overall financial pool, for 

instance, private donations may crowd out as a result of government funding or as a result of 

NGOs attempt to generate revenue from program service revenue or from other commercial 

activities. Tinkelman and Mankaney (2007) suggest that donors view administrative expenses 

on the fundraising negatively and as diversion of funds from services and programs which 

raises the price of program output to the donor.  

Commercialization 
 

The development of self-sustaining revenue streams can also be an important 

component of revenue diversification for many NGOs including commercialization, which 

involves any form of revenue-financed, cost-recovery, or fee-for-service programming within 

an NGO (Mitchell 2014). Commercialization is a process in which human service NGOs are 

geared toward sales revenues rather than donations or government grants and motivated by 

good intentions, socially and financially (Guo, 2006).  Kerlin and Pollak (2011) state that 

commercial activities by NGOs were mainly stimulated after the government funding 

cutbacks and decrease in private donations in the last 1970s and 1980s. They identify four 

different types of commercial revenues, program service revenue, dues and assessments, 

income from special events and profit from sales of inventory.  

Advantages of Commercialization 

Eikenberry and Kluver  (2004) quote Aspen Institute Report, which advocating the 

advantages of commercialization state that more reliable revenue streams, enhanced efficiency 

and innovation, effective targeting and response to the client needs, increased legitimacy and 

greater accountability are the few benefits commercialization brings to the NGOs. Mitchell 

(2014) states that commercialization can be seen as a mean for improving organizational self-

sufficiency and therefore avoiding, or at least mitigating, resource dependence.  

In order to investigate the factors behind the commercialization ventures of the NGOs 

and its impacts, Guo (2006) conducted a very comprehensive study by surveying 67 human 
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services NGOs in America by using path model analysis with a sample of 155 NGOs operating 

for more than 20 years with annual budgets of $250,000 to $25,000,000. Three types of survey 

questionnaire focusing mainly on venturing of NGOs, that is, if an NGO is currently 

experiencing commercialization, experienced commercialization in the past, and never 

experienced commercialization. Among sample of 155 NGOs, 67 reported currently 

experienced commercialization and were included in the study. Data showed that commercial 

income significantly contributed towards organization’s self-sufficiency, ability to attract and 

retain staff, and reputation. However, on the other hand, data also showed that commercial 

revenues did not make a significant contribution to the NGO’s ability to attract donors and 

volunteers, mission, and service delivery when the effects of other variables were controlled 

for. However this study had several limitation. First, it did not include the data of NGOs which 

experienced commercialization in the past and the impact of commercialization on their 

performance and reasons to abandon it as a revenue making strategy. Second, as Guo (2006) 

intimates, the questionnaire survey was designed in a way to only inquire if commercialization 

had a positive impact on an NGO, which could not be opposite and hence bias the data. Third, 

there was no instrument to measure the level of commercialization to judge its impacts on 

NGOs.  

Commercialization helps the NGOs in the achievement of their mission and values by 

supplying additional money to subsidized programs and services which otherwise can run at 

losses. (LeRoux, 2004). In this study to measure the rate and reasons for adoption of earned 

income strategies by NGOs, a survey was conducted on a small sample of 91 NGOs in Detroit 

metropolitan area in the USA. The surveys were addressed directly to the executive directors 

of the NGOs and contained both open and close ended questions covering the five year period 

from 1998 to 2003. LeRoux (2004) found that government budget cuts and organizational size 

were the main reasons behind NGOs’ commercial activities, and evidence emerged that NGOs 

did not have a strong motivation for commercialization and entrepreneurship and they adopted 

these marketing strategies only as a coping strategy in case of financial uncertainty to continue 

their services provision. Further it emerged that entrepreneurial adopters may be likely to have 
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an agency client or service recipient as one of the board directors which indicated that NGOs 

preferred the need of population service and strived to stay closer to their core mission and 

values despite being involved in marketing processes.  The response rate of 69% adds 

credibility to the findings. However, LeRoux (2004) suggested the small sample size and short 

time for analysis as limitations of the study hence the results need to be interpreted cautiously. 

Disadvantages of Commercialization 

However the positives of commercialization have not gone unchallenged and several 

scholars have highlighted its disadvantages. Ly (2012) states that NGOs’ commercial ventures 

are often confronted with a tension between social objectives and business operations. Herzer 

and Nunnenkamp (2013) in their study concludes that in the long run, donors suspect the 

NGOs with high commercial revenues as less deserving, which eventually outnumbers the 

donors rewarding donations.  

In an attempt to examine the role of the NGOs in enhancement of civil society through 

value guardianship, service provision, advocacy and building social capital, Eikenberry and 

Kluver (2004) surveyed the non-profit literature to trace the impact of commercialization on 

the NGOs to create and maintain a strong civil society. They comment that commercialization 

can only be beneficial for the short term survival needs of NGOs and in the long run it may 

have negative consequences as commercialization may be harmful for democracy and 

citizenship due to its effects on NGO’s ability to create a strong civil society. They further 

assert that the negative consequences of commercialization and entrepreneurships of NGOs 

includes compromise on values and mission, disparity between purpose and social 

expectation, eliminating mission related activities if unprofitable, serving those only who can 

pay thus avoiding poor, weed out those difficult to serve and do not cover marginal cost, focus 

on client demands rather than community needs, not support changes in status quo, less 

networking with essential stakeholders, discourage civic participation and appointment of 

board members with connection to revenue generation rather than community. However, 
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Eikenberry and Kluver’s (2004) work is theoretical and is based on existing literature and does 

not contain any empirical evidence to support their assertions.  

Alarming the usage of commercialization, Mitchell (2014) states that the effectiveness 

of commercial activities may be increased when revenue-financed programs are mission 

centric rather than peripheral. According Ly (2012), NGOs should ensure to run their 

commercial projects and businesses in accordance with their primary mission and all the 

profits from commercial activities be spent on their missions, this is especially important in 

environments where the managers’ preferred business practices contradict the NGOs’ mission. 

They continue that as the NGOs increasingly engage in commercial enterprise, they have to 

strongly demonstrate that the contradictions with the primary social objectives are minimal 

for continued donor support and justified tax-exemption. 

Discussion on revenue diversification 

Australian data shows that Australian NGOs use all major types of revenues 

depending upon their culture, policy, context, environment and geography which is evident 

by Lyons and Hocking (2000) study that Australian NGOs generate 30% revenue from 

government, 17% from fees and charges, 39% from commercial sales, and 7% from 

fundraising and the remaining from other variety of sources. 

As far as revenue diversification is concerned, twelve empirical studies (Carman, 

2009; Carroll & Stater, 2008; Chikoto & Neely, 2014; Eikenberry & Kluver, 2004; Foster & 

Fine 2007; Guo, 2006; Frumkin& Kim, 2001; Herzer & Nunnenkamp, 2013; LeRoux, 2004; 

Omura & Foster, 2014; Mayer et al., 2014; Mitchell, 2014) have been analysed in this section 

to evaluate the revenue diversification theory including donations and commercialization and 

most of them favour revenue diversification strategy as compared to revenue concentration, 

consequently recommending revenue diversification as the preferred choice of the financial 

portfolio for NGOs. Revenue diversification is positively associated with a growth of NGOs’ 

financial capacity in terms of total revenues (Chikoto & Neely, 2014) whereas revenue 

concentration posits that the more an organisation relies on one or two sources for revenue, 
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the greater is the risk of financial failure (Zappala & Lyons, 2006). Carroll and Stater (2009) 

comments that NGOs are always advised to diversify their revenue sources to reduce the risk 

of financial vulnerability.  

As far as the utility of donations and commercialization in concerned, all the presented 

studies in this section portrayed a mixed picture with some approving them while other 

disapproving them 

However, again the culture and environment of the NGOs count significantly in 

choosing a particular source of revenue, revenue diversification or concentration strategy and 

their impacts. Mayer et al. (2014) comment that the impact of a change in revenue 

diversification depends very much on composition of the portfolio and increasing 

diversification does not necessarily lower volatility, for example, increasing diversification by 

replacing donations or earned income with investment income would raise volatility.  

 Crowding in, Crowding out 

One clear conclusion which can be drawn from the literature in this chapter, is that all 

financial sources have an inter-relationship and they influence each other, especially 

government funding results a major impact on donations called crowding in/crowding out. No 

one revenue source is solely beneficial or harmful in its nature, and it is only the environment 

and culture which leads an NGO to choose its income portfolio with possible advantages and 

disadvantages. Brooks (2002) comments that non-profit and public policy communities are 

continuously trying to understand the relationship between government funding and private 

philanthropy if it is substitute or complementary, which in non-profit literature, known as 

crowding in or crowding out. In this final section of the chapter, results from the presented 

literature will be drawn upon to analyse the relationship between different sources of revenues 

and impacts of these relationships on organizational resources.  

In the literature the impact of government funding on donations is known as a 

crowding out and crowding in effect. According to Kim and Ryzin (2014, p. 911), the term 

crowding-out refers to a situation in which the presence of the government funding displaces 
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or discourages private giving, on the other hand, crowding-in refers to the possibility that 

government funding may leverage or encourage private donations to an NGO.  

According to Andreoni and Payne (2011), the potential of a government grant to an 

NGO to displace private donation is known as crowding out problem. Andreoni and Payne 

state that the classic crowding out theory is based on the idea that individuals see their own 

contribution as a perfect substitute for amount given by the government. Breman (2008) states 

that the crowding-out happens when private donors, who are also taxpayers, use their 

involuntary tax financed donations as a substitute for their voluntary donations.  

In the next few paragraphs, crowding in and crowding out theories will be discussed 

in terms of government funding-donations relationships. Later, to extend the knowledge about 

the mutual relationship of different funding stream, government funding-commercialization 

relationship and donations-commercialization relationships will also be analysed. 

Government funding-donations relationship 

The general assumption is that government grants can crowd out private donation to 

NGOs mainly due to two reasons, first, donors view their involuntary tax contributions as a 

substitute of their voluntary donations, second, NGOs general strategic response to the 

fundraising becomes minimal after receiving government grants, which will eventually reduce 

the fundraising efforts and hence indirectly reducing the private donations (Breman, 2008). 

Government funding can have three possible crowding in/out effects on NGOs; 

donors perceiving government funding as a replacement for their gifts, resulting in complete 

crowding out of private giving; perceiving government funding as an imperfect substitute for 

private donation, resulting in incomplete crowding out; and perceiving government funding 

as a signal of NGO’s worthiness for support, resulting in crowding in effect (Smith, 2007). 

Smith (2007) in his study used a number of model specifications and estimating techniques to 

analyse the government grants and private donations in non-profit arts organizations and 

established that government grants can have the potential of the crowd in private donations 

from the rage of $ 0.14 to $ 1.15. The study further advocates that overall there is a lack of 
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evidence that government funds can have a negative impact in private giving and there are 

some evidences that government grants can have a small positive impact on donations in 

performing arts organizations. But it may be worth noting here that this work is on arts 

organizations which can are very different from human services organizations in terms of the 

government funding-donation relationship. 

Heutel (2014) also found in his study that government funding crowd in private 

donations and especially for younger NGOs, which confirms the notion of signalling, where 

donors know less about a new NGO and view government funding as a source of credibility 

and worthiness of an NGO. There was no evidence of crowding out, and Heutel (2014) states 

that if private donors have better information about charity quality, their donations can act as 

signals to the government and crowd in government grants.  

However there are two points to be taken into consideration here. Firstly, Smith (2007) 

and Heutel (2014) positive crowding-in results are on arts and younger NGOs respectively 

and their results may not generalise to human services, health and older NGOs. Secondly, 

these are the only two significant studies to report crowding in effects, all other major studies 

reported crowding out, which will be analysed in following paragraphs. 

In a study to investigate the phenomenon of crowding in, crowding out or both on 

NGOs, Brooks (2000) quantitatively studied panel data of 253 American arts NGOs. 

Government funding was noted to be a short-run subsidy trap and it was suggested that a larger 

government funding subsidy has been used to increase the NGOs’ short term liquidity, the 

NGOs donations, both short-term and long-term would fall and the solution to this trap is to 

increase philanthropic funds or funds from other revenues, such as earned income. However 

Brooks (2000) comments that low levels of government funding may act as “priming the 

pump” especially for small or new NGOs, to earn more credibility and publicity and 

consequently attracting more donations with little fundraising efforts.  

Similar kinds of results were obtained from Borgonovi’s (2006) study on panel data 

set of 82 arts NGOs. On the basis of this study, it was concluded that low level of government 

funding attracts a low level of private donation and a higher level of government funding 
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increase private donation but after a certain threshold is reached, higher the level of 

government funding, lower the level of private donations. Borgonovi (2006) states that 

initially government funding brings some value addition for private donors because at a low 

level of public funding, private donors feel a low level of government control over NGOs. He 

further states that small amount of government funding means an NGO has a more diversified 

revenue portfolio which implies greater managerial ability and better sustainability prospects 

for donors. But again Brooks (2000) and Borgonovi (2006) studies were on arts organizations 

which can have very different, distinct and loyal donors whose decisions to donate may not 

be affected by other factors such as increased government funding. Therefore results of these 

studies should only be generalised to other sectors, such as, human services NGOs, with 

caution. 

A comprehensive quantitative study involving human services NGOs was conducted 

by Breman (2008) on 361 Swedish registered charities that had been involved in fundraising 

activities from year 1989 to 2003 to investigate the effects of government funding on the 

NGOs. To test the impacts of the government funding on donation, the changes in NGOs’ 

fundraising expenditures, were controlled, and the data obtained from Swedish Foundation for 

Fundraising Control (SFI) and established that government funding crowded out 7 percent 

donations for all NGOs, 22.3 percent for health, 5.7 for social and 9.6 for other organizations.  

However Breman (2008) only discusses the decline in donation share of NGOs as direct 

crowding out effect and does not encompass the other reasons of decline in donation, such as, 

decrease in fundraising expenditures by NGOs after acquiring a substantial amount of funding 

from government. Further research was recommended. 

The decrease in the donations is sometimes due to some other factors as well, and not 

always as a result of direct crowding out, for example, decrease in fundraising expenditures 

as a result of acquiring government funding as Breman (2008) suggests. In a recent study, 

Andreoni and Payne (2011) analysed the tax returns forms of panel data of 8000 NGOs in 

America to study the crowding out effect as a result of a decrease in fundraising expenditures.  

On the basis of their study, they observed significant crowding out of about 73% and estimated 
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that every $10000 government grant reduces fundraising expenses by $1410, which in turn 

reduces the donations by $7570. They further found that most of the crowding out was due to 

reduced fundraising efforts and expenditures but there was no evidence of classical crowding 

out, which means that donors did not perceive government grants as a substitute of their 

donation, instead, they found slight crowding in of donations as a result of government 

funding. Andreoni and Payne also estimated that if NGOs maintain their fundraising 

expenditures, despite acquiring government grant, they can not only preserve previous 

donation level but also can receive $45 extra as a result of crowding in the effect of 

government funding. This study was first of its kind which addressed the changes in 

fundraising with subsequent effects on fundraising after receiving government funding. 

Some studies have shown that the information regarding the source of government 

funding to the donors affects the crowding in/out phenomenon. Eckel, Grossman and Johnston 

(2005) conducted a unique study involving laboratory experimentation to test the crowding 

out hypothesis. Their experiment was based on subjects as single dictator game with a charity 

as a recipient. Subjects were given some money to donate according to their wish to their 

chosen charity along with some initial allocations as well. In one frame, subjects were just 

given the money to donate and in aother frame they were provided with the information of tax 

on the money they will donate. They found that in first frame crowding out was close to zero, 

whereas, in the second frame there was almost 100 percent crowding out. They established in 

their study that government funding crowd out private giving when the source of funding 

(name of government funding agency) in apparent to the donors and donors adjusted their 

giving during high tax sessions. They also concluded that if the source of funding is unknown 

to the donors, private giving are not affected, and can cause only a minor crowd out (5-25% ) 

and in some case cause small amount of crowding in.  In their laboratory experiment, Eckel et 

al. (p. 1547) states that it provides an important source of information to distinguish between 

alternate hypotheses about the pattern of contributions that is observed in the field.  

Brooks (2000, p. 453) comments that “NGOs that are heavily funded by government 

start appearing as quasi-public agencies and since only a few citizens make voluntary private 
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contributions to their government, fewer and fewer people may be inclined to give to these 

organizations, in addition, heavily subsidized NGOs often suffer the image of requiring public 

funds to stay afloat, and this might inspire little confidence among private contributors”.   

In view of the criticism on the availability of information about government funding 

and its impacts on donations, Bennet and Savani (2011) come up with their solution. Bennet 

& Savani suggests that NGOs should not overemphasize on the contribution of the 

government funders during fundraising campaigns as it may lead to loss of donors’ trust and 

contract funding, especially if it is known to be subsidized by other sources, can have negative 

impacts on public perception over time. Kim & Ryzin (2014) also comment that all the 

previous studies which support crowding out effect, are based on the assumption that donors 

have all the information about the government funding to particular NGO, however, in 

practical, not every private donor can have full or equal access to the information about level 

of government funding or the NGO’s budget, which can affect their decision of donating. 

But then on the other hand, Horne, Johnson and Slyke (2005) in their study found that 

information to donors related to the NGOs’ revenue portfolio and share of increased 

government funding does not impact private donation. In a survey study of 675 respondents, 

Horne et al. (2005) found that 82% respondents said they would continue to donate at the same 

level, despite receiving information about the increase in the share of government funding and 

7% said they would increase their giving.  

Government funding-commercialization relationship 

As compared to government funding-donation relationship, government funding-

commercialization relationship is quite simple as evident in the literature. Based on his study 

of 13 social services NGOs, LeRoux (2005) concluded that NGOs adopt commercialization 

only when government funding is cut or when private donations are decreased, and NGOs 

adopt commercialization as a coping strategy in threatening financial circumstances. 

However a study showed that government funding cuts are not always the reasons of 

commercialization ventures of non-profits. Kerlin and Pollak (2011) in their study examined 
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the trends in government funding, donations and commercialization in American non-profits 

over the period of 20 years, from 1982 to 2002, using financial data retrieved from Internal 

Revenue Service (IRS) form. Using panel data analysis techniques, they found that 

commercialization is not the factor in filling in the losses of government grants and private 

contributions. Their analysis on change of government funding of 5 percent increase and 5 

percent decrease of two different data sets of NGOs found no significant influence on both 

types and in fact both types increase their commercial revenues in corresponding periods.  

Commercialization-donations relationship 

Guo (2006) on the basis of his study suggests an inverse relationship between 

commercialization and donations, and continues that evidence of inverse association and 

relationship between donations, government funding and commercial income is the proof that 

decreased private donations and government funding lead towards increase commercialization 

of NGOs.  

Kerlin and Pollak (2011) in their study tested the association between donations and 

commercialization of NGOs. They analysed the impact of the change of donations of 5 percent 

increase and 5 percent decrease on two different data sets of NGOs and found no influence on 

commercial activities of both types. Kerlin and Pollak (2011) sum up by stating that their study 

found limited evidence which supports the notion that government funding cuts and decreased 

private donations are the reasons of NGOs commercialization.  

Okten and Weisbrod (2000) used a large panel data set of Internal Revenue Services 

forms of American charities from period 1982 to 1994 to analyse the factors affecting 

charitable organizations in seven subcategories. There was no evidence that program service 

revenue, which is a type of commercial activity, crowds out private donation in all the seven 

sub-sectors of charities, instead, they found the positive evidence of crowding in four of the 

sub-sectors, such as, higher education, scientific research, arts and hospitals charities. Okten 

and Weisbrod (2000) conclude that increase in government funding or earned income from 

charities’ programs may be a source of favourable and positive information about the 
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trustworthiness and reputation of a charity to the private donors, which can lead towards higher 

donations.  

Describing the relationship of commercialization and donations, Mayer et al. (2014) 

assert that NGOs should not try to stabilize their finances by more diversified revenue 

portfolio and by simply balancing investment income, earned income, and donations. Instead, 

revenue stability should be obtained by ensuring large shares of earned income and donations, 

while keeping the investment income share small. Mayer et al. state that increased investment 

income comes at a cost of less stable revenue and NGOs managers should take this into 

account when diverting resources from donation and earned income activities to investments.  

Discussion on crowding in/crowding out 

One of the most widely discussed aspect in the non-profit funding literature is the 

mutual relationship of different funding resources, commonly known as crowding in or 

crowding out theories. 11 empirical studies (Andreoni & Payne, 2011; Borgonovi, 2006; 

Breman, 2008; Brooks, 2000; Eckel et al., 2005; Heutel, 2014; Horne et al., 2005; Kerlin & 

Pollak, 2011; Kim & Ryzin, 2014; Okten & Weisbrod, 2000; Smith, 2007) have been 

presented in this section to synthesise the crowding out and crowding in theories. Although 

most of the studies favour crowding out, there are few which supports crowding in too thus 

presenting a blurry picture. The real effect of revenue diversification, particularly the 

interaction among different streams of revenue sources (crowding-out and crowding-in) is still 

ambiguous. (Andreoni & Payne 2003; Carroll & Stater 2009; Lu 2015). 

Horne et al. (2005) comments that despite the magnitude of the NGO sector’s 

dependence on government funding and private contributions, the relationship between these 

two revenue sources remains unclear. Brooks (2000) in his study presented the results of a 

literature review which identified 22 empirical studies on the effects of government subsidies 

on the NGOs’ revenue from private giving and produced contrasting results, with 13 studies 

supporting partial crowding-out effect, 4 favouring crowding in, and 5 finding no statistically 

significant relationship between government funding and private contributions. 
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Similarly on commercialization, Guo (2006) comments that the effects of 

commercialization on organization outcomes are mixed. Commercialization does not make a 

significant contribution to an organization’s ability to attract and retain donors and volunteers, 

mission, and program and/or service delivery, when the other factors are held constant (Guo, 

2006).  

Kearns et al. (2014) concludes that the most important factor NGOs’ leaders consider 

is catalyst which means that leaders think strategically about the positive spin-offs that certain 

type of funding can produce by generating not only other types of funding, but also other clued 

resources like visibility in the community and partnerships, second, leaders are highly 

concerned about the importance of matching funding streams with mission alignment and 

board chairs seemed mindful of the pathologies such as mission drift in the quest for funding 

and for this Managers and public officials should know the mechanism by which one revenue 

source displaces the other (Brooks, 2000). 

 

Conclusion 

This chapter was driven by the question; what different financial sources are available 

to CMOs and what are possible impacts on service delivery in terms of their advantages and 

disadvantages? 

The non-profit literature reveals two major categories regarding revenue sources, 

government funding and other revenue sources including donations and commercialization. 

The review of literature in this chapter established one unanimous conclusion which is the 

inadequacy and insufficiency of government funds to meet the resources demand of the 

Australian and the NT NGOs. These lack of resources include capital resources and human 

resources. Uncertainty of government funding also appeared to be constraining the 

performance of the NGOs. Besides insufficiency, several worldwide and Australian based 

studies have linked the government contractual funding with structural changes, loss of 

autonomy and mission drift which affect the performance of the NGOs. Accountability has 
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also been reported to draw NGOs away from their mission. However there are few studies 

which negate these findings or link these consequences, such as, mission drift and 

accountability with positive outcomes. 

Other sources of revenue, generally termed as revenue diversification include 

donations and commercialization and have also received mixed response from different 

scholars in different studies conducted in different regions, in different settings, on different 

data sets, therefore it is hard to draw a concrete conclusion in favour of, or against any source. 

However studies analysed in this chapter partially favours revenue diversification approach as 

compared to revenue concentration which means NGOs should try to have multiple revenue 

streams. 

 

Contribution of the literature review to this study 
 

This chapter has helped to explore different revenue sources NGOs use in Australia 

and worldwide along with their advantages and disadvantages. This review has helped to 

develop the understanding of different revenue options and their impacts on the CMOs. The 

different themes emerged as impacts of these revenue sources have helped to devise the 

questions in order to ascertain the impacts of the revenue sources on the CMOs in the NT.  

This review has also helped to understand the research trends in the NT on the subject 

matter and reveals that very few studies have been conducted in this area in the NT such as, 

Lloyd and Wise (2010), Si et al. (2008) and Spooner and Dadich, (2006). Moreover, it has 

also been revealed in the review that these studies only focus on government funding and its 

impacts only and no study aimed to explore other revenue options for the NT CMOs and 

CMOs perceptions towards these revenue options. This review has significantly provided the 

justification and framework to focus and study two areas during data collection phase. First, 

to chalk out the impacts of government funding on the NT mental health CMOs and then 

compare the results with the previous findings. This will help to track the changes over the 

period of time. Second, to understand the perceptions of the NT mental health CMOs towards  
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other revenue sources for future successful service delivery, something which has not been 

studied and investigated in the NT yet. 
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CHAPTER 4 

Methodology 

 

Chapter Outline 

This chapter introduces the methodology and discusses the reasons for 

selection of an inductive, interpretivist, qualitative and exploratory case 

study approach for this study. It also explains the process used to 

implement the methodology during field work. It contains the procedures 

for sampling, selection and recruitment of participants and data collection 

tools which are semi-structured interviews, documents analysis and 

observations. 
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Chapter 4 

Methodology 

The study of knowledge, commonly known as epistemology, is generally grounded in 

four different methods of inquiry, the scientific method, authoritarian method, mystical 

method and rationalist method (Size, 2005). Research methodology adopts the scientific 

method to acquire knowledge by a system of clear rules and procedures upon which research 

is conducted and against which claims for knowledge are evaluated. Nachmias and Nachmias 

(1996) explain three roles of methodology in a research; 

 Methodology as a source of communication: methodology facilitates communication 

among different researchers who have common experiences and want to share them. 

Moreover, by explaining the rules and procedures of methodology openly and publically 

to all, a framework for replication and positive criticism is created. 

 Methodology as a source of reasoning: obtained empirical data cannot express 

themselves and it has to be systematically and logically structured, ordered and analysed. 

 Methodology as a source of intersubjectivity: intersubjectivity means sharing of gathered 

factual information and observations with other scientists, who can further verify and 

validate the findings to establish the objectivity of research and methodology offers 

methods for intersubjectivity to other researchers.  

Approach 

There are two different approaches to relate theory with reality, deductive and 

inductive approaches. Saunders, Lewis and Thornhill (2007) describes the inductive approach 

where the aim is to understand, interpret and explain a phenomenon to generate a theory from 

the empirical study, whereas, the deductive approach focuses on testing of existing theories 

with development of propositions from current theories and then tests them in the real world. 

Saunders et al. argues that although these two are contrasting research approaches, sometimes 

they two can be combined to get much better and more substantial results from research 
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process. Quantitative studies usually fall into the deductive domain and qualitative studies in 

the inductive domain. 

In this study, the inductive approach will be used in view of the nature of the research 

questions: what are the impacts of government funding on CMOs in the mental health sector 

in the NT; and what other sources of revenues can be used for mental health service delivery. 

A theory will be generated from the empirical data using an inductive approach. As Bogdan 

and Biklen (2007) states, in inductive qualitative studies, theory emerges from the bottom up 

and from disintegrated pieces of collected data which are interconnected.  

Research Paradigm 

The nature of the personal beliefs that researchers bring with them cause variations in 

the approaches to research, and these sets of beliefs are called paradigms by Kuhn (1970).  

According to Crotty (2003) paradigm means the boundaries and the parameters we set for the 

scientific research within which the scientific enquiry has to be carried out (Gellatly, 2011).   

Traditionally there are two different paradigms, positivism and interpretivism, which 

affect the data collection phase and therefore should be decided upon before data collection. 

Positivism 

Positivism stems from traditional research using the scientific method which posits 

that reality is single, objective and constant which can be observed and measured through 

strict adherence to scientific protocol. (Hudson & Ozanne, 1988). Positivism rests on the 

assumption that everything is reality oriented and independent of consciousness.  This 

assumption involves knowledge which is gained through direct experiences, logically deduced 

hypotheses and confirmed evidences and which can be replicable (Charmaz, 2006). Positivism 

is usually quantitative in nature and involves testing of theories and hypotheses by using 

different numerical and statistical methods such as, questionnaires and surveys and data is 

analysed through pre-determined hypotheses (Gellatly, 2011). Positivism has received 

criticism for its ineligibility to address the complexity of human behaviour and social 

interaction (Jensen, 1989).   
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Interpretivism 

Interpretivists, as the terminology depicts, believe in the existence of reality and its 

measurement but recognise that interpretation of the information cannot be necessarily 

objective and can be affected by the researchers biases and needs to be controlled during data 

collection (Hanson, 1958) so that  same phenomenon can have multiple realities to multiple 

researchers in different settings. Interpretivism enables the researcher to understand a context 

first and then make an interpretation based on information. Interpretivism is usually qualitative 

in nature and is used where little knowledge is available about a phenomenon and where 

research attempts to seek rich information (Patton, 2002).  As interpretivism is qualitative in 

nature, the usual data collection tools are interviews, focus groups and observations and data 

analysis is carried out by examining and interpreting the words recorded during data 

collection.  

This study inclines towards interpretivism because it is trying to understand the 

context of the impact of different funding sources on the CMOs in the mental health sector in 

the NT and the financial factors that are important for successful delivery of mental health 

services.  

Qualitative vs Quantitative methodology 

Creswell (1994) explains that quantitative study is a form of enquiry that examines 

human or social problems carried out by testing a theory based on variables, measured in 

numbers and analysis is done by statistical procedures, whereas the qualitative approach is a 

form of enquiry of human and social problems conducted by constructing a complex and 

holistic picture based on the words and views of the informants and is carried out in natural 

settings. In other words, quantitative studies use numbers and qualitative studies do not. 

Rational for selection of qualitative design 

Qualitative research design has been selected for this research. The rational for 

selection of a qualitative design for this study is echoed in the comments of Hatch (2002) who 

states that qualitative studies seek to answer the questions of “what” and “how”. “What” 
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questions involve a person, programme or a phenomenon and “how” involves the effects of 

the phenomenon related stakeholders in a bounded system. This study aims to answer the 

“how” and “what” questions, such as, what are the impacts of different funding sources, what 

are the other sources of funding available to CMOs and how do these sources affect CMOs 

for service delivery. 

Moreover in the field of health sciences research, use of quantitative and qualitative 

methodology depends upon the availability of information about the phenomenon to be 

studied. Murphy, Dingwall, Greatbatch, Parker and Watson (1998) states that the quantitative 

approach is better if there is much known about programmes and their related theories on 

which experimentation can be done, however if less is known about a programme, the 

qualitative approach is better suited to understanding the basic components of the programme. 

Furthermore Smith (1990) states that qualitative methodology is best suited to research about 

management situations. 

In short, this study is inductive in nature and adopts interpretivism paradigm using a 

qualitative approach.  

Research Strategy 

The choice of selection of a research strategy depends upon a number of factors. 

According to Yin (2003) these factors include the type of research question posed, the extent 

and degree of control a researcher has on the behavioural events and the degree of focus on 

contemporary events as compared to historical events.  

For this study, a case study strategy was selected. Recognised as a tool in many social 

science studies, the role of case study method in research becomes more prominent when 

issues are with regard to community based problems (Johnson, 2006). Zaidah (2007) states 

that case study methodologies are used to ascertain whether particular government 

programmes are efficient or whether the goals of a particular programme have been reached.  

A case study is the preferred strategy when ‘how’, ‘who’, ‘why’ or ‘what’ questions 

are being asked, or when the investigator has little control over events, or when the focus is 



87 
 

 

 

on contemporary phenomenon with in a real life context (Burns, 2000). Case studies are 

pertinent when the research addresses either a descriptive question “what is happening or has 

happened?” or an explanatory question “how or why did something happen?” Since this study 

pertains to a community based issue with the research questions of “how” and “what”, has no 

control over behavioural events, and is focusing on contemporary funding issues, case study 

is an appropriate research strategy. 

Case studies emphasize on the study of a phenomenon within its real-world context 

favouring the collection of data in its natural settings compared with relying on derived data 

(Bromley, 1986). In order to trace and identify the financial factors impacting on the 

performance of CMOs, it is necessary to conduct the study in real world context of CMOs. 

Yin (1984) concludes by stating that, in case study methodology, the examination of data is 

most often conducted within the context of its use, that is, within the situation in which the 

activity or phenomenon takes place which would preclude in experimental design, which 

deliberately isolates a phenomenon from its context (Zaidah, 2003).  

Second, the case study methodology uses data collection from different sources such 

as documents, archival records, interviews, direct observations, participant observations and 

physical artefacts (Yin, 2003). Interviews with the community workers/managers, finance 

managers, CEO and Board of Directors will be a main source of information in this case study 

which will lead towards generating the data to address the question of financial sources and 

their impacts on CMOs and identifying the important financial factors to carry out successful 

operations in future. Annual reports, service agreements between government and CMO and 

performance reports will be secondary source of information. Other research techniques like 

observations can also be useful in addressing the research questions. Details about usage of 

these techniques during the data collection phase will be discussed later in this chapter. 

Third, the case study approach also helps to triangulate data from multiple sources 

and creates an important opportunity to constantly check and recheck the consistency of the 

findings from different as well as the same sources (Dunerier, 1999). In doing so, we can 



88 
 

 

 

triangulate or establish converging lines of evidence, which can make the findings as robust 

as possible.  

Single case study design 

This study will use a single case study research design. The single case study design 

suits best when there is a scenario of representation of a typical project among many other 

different projects, for example, a manufacturing firm believed to be typical of many other 

manufacturing firms in same industry (Baxter & Jack, 2008). Since the financial issues are 

being faced by all CMOs in the mental health sector in the NT and in Australia, therefore one 

CMO will be considered representative of all others. Single case study design also gives the 

opportunity to remain focused and concentrate on the main issues and research questions 

which is otherwise very difficult in multiple case study design when the study of more than 

one case dilute the analysis; in other words, the more cases an individual studies, the less the 

depth in any single case (Creswell, 2007).  

Exploratory case study design 

Based on the nature of the research questions, Yin (2003) describes three types of case 

studies explanatory descriptive and exploratory mainly driven by the first word of the research 

question namely, “who”, “what”, “why”, “where” and “how”, commonly known as” four W 

and H”. When a case study is addressing the research questions focusing on “how” and “why”, 

the case study tends to be explanatory, which attempts to explain a phenomenon under 

investigation (Yin, 2003). When the main research questions are focusing on “who” and 

“where” the case study is likely to be descriptive, which usually examines the history of a 

phenomenon under study, and finally, when the research question is focusing on “what”, the 

case study tends be exploratory, and explores the phenomenon. 

This research study adopts two main research questions focusing on “what”, what are 

the impacts of government funding on CMOs and what other sources are available to the 

CMOs, and therefore is an exploratory case study. 
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Mayer & Greenwood (1980) emphasize that exploratory strategies are best when there 

is very little known about the issue under research. As very little research has been conducted 

to analyse the impacts of government funding on the CMOs in the NT, the exploratory type 

case study methodology is appropriate. Furthermore, this study adopts the interpretivist 

paradigm which according to Hakim (2000), is preferable where there is relatively less known 

about the issue under investigation. 

The above part of this chapter has explained the theoretical context which was used 

to create the research methodology framework for this study. On the basis of this framework, 

the next part of the chapter will describe the ground process undertaken to conduct the field 

work for data collection purpose. 

Sampling 

One CMO as a case study was selected from 34 CMOs operating in the mental health 

sector in the NT, (NT Department of Health). The CMO was selected using purposive 

sampling technique which is based on defining the criteria or standards by which a unit is 

chosen as a case (Burns, 2000). In this particular study, the standards are size, provision of 

core mental health services, connectedness to the community and nature of mental health 

services being offered. Since the study is on CMOs, an attempt was made to select a consumer 

based community organization, because consumer based organizations are best rooted and 

embedded in the community.  Moreover the nature of services was also considered, as most 

CMOs offer diverse services in conjunction with mental health services, such as, physical 

disability, residential, aged care and child and youth services. These CMOs receive program 

based funding and tend to rotate their funding among their programs therefore attempt was 

made to select a CMO which was only involved in mental health services to investigate the 

funding impact on core mental health related CMOs.  Based on this criteria, selected CMOs 

were prioritised so that in the case of unwillingness of the first CMO, second in line was 

contacted and so on.  
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Selection 

 The first selected CMO did not respond despite several emails and telephone contacts. 

The second selected CMO was contacted through email, but declined to participate due to 

unavailability of proper informants for the study.  The third CMO agreed to participate. As 

defined by Health Workforce Australia (2012), this CMO was a small to medium category 

consumer based organization providing mental health services to rural and remote people of 

Darwin. The CEO of the CMO was sent an information sheet regarding the project, a plain 

language statement for interested participants and a consent form. The CEO emailed back the 

signed consent form and circulated the plain language statement in the organization for 

interested employees to participate in the study. In order to gain in-depth information, it was 

required that participants must possess at least five years of relevant experience. In order to 

maintain the confidentiality, interested participants were advised to contact the researcher 

directly.  Seven participants agreed to participate in the study. Consent for participation from 

each participant was obtained before the interview.  

Data Collection  

Data was collected through multiple resources including interviews, documents, 

archival records and direct observations which reinforces the case study’s unique strength to 

deal with a full variety of evidence (Yin, 2003). 

Interviews 

Interpretivist qualitative research interviews are the preferred strategy for collecting 

data. Cohen and Manion (1989) defines interviews as a form of conversation that is purposely 

initiated by the interviewer for obtaining research related information, focusing on the 

contents pertaining to research objectives. According to Patton (1980), interviews allows the 

researcher to explore the concepts and ideas of participants which otherwise would not be 

perceived directly. There are different forms of interviews including structured, semi 

structured and unstructured interviews. Among all, semi-structured interviews are regarded as 
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having the potential of providing rich and illuminating data (Robson, 1993) for generating 

new ideas. 

The semi-structured interview format also allows researcher to modify the sequence 

and order of the questions, change the wording of the questions according to the situation, 

include additional questions to thoroughly seek the answer or leave a question if it deemed 

inappropriate in a particular situation (Gellatly, 2011). This strategy proved valuable for 

interviewing participants from different backgrounds, such as, community workers, finance 

manager, board members and CEO.  

The most appropriate way to conduct a semi-structured interview is face to face, 

where the interviewer can record and respond the non-verbal clues of the participants by 

modifying the questions appropriately (Robson, 1993). All the interviews were face to face 

and tape recorded with the consent of the participants. Loftland, Snow, Anderson and Loftland 

(2006) states that interviews should be recorded for the in- depth analysis. The average 

interview duration was 45 minutes with the shortest 29 minutes and the longest 59 minutes. 

Interview questions were derived from the literature review and were prepared with 

the consultation of supervisors. Cautioning the researchers while conducting interviews, 

Britten (1995) commented that the researcher must take care not to impose his own 

assumptions on the interviewees but should seek the interviewees’ framework of meanings.  

Transcription 

The most common way to prepare the interview data for analysis is through 

transcription (Bazeley, 2007).  Interviews were transcribed verbatim in order to conserve the 

interviewees’ pauses, signals and notations of emotions, such as whispering or slang, which 

is essential to reflect the true views of the participants (Waitzkin, 1990). For reliability and 

confirmability a sample of transcribed interviews were double checked. All the transcribed 

interviews were then cleaned and sent to the participants for their approval in order to ensure 

that the transcribed data conveyed the intended meaning of the participants’ words.  
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Documents Analysis 

Documents are an important source of information about an individual and an 

organization. (Patton, 2002) and provide behind the scene insight about a program that a 

researcher may not directly look at or may not ask appropriate questions about. Burns (2002) 

identifies various types of documents which a researcher can use including letters, agendas, 

minutes, administrative reports, files, books, diaries, budgets, news clipping, photographs and 

list of employees. But cautioning the use of documents for data analysis, Burns (2002) 

comments that they may not be accurate and cause bias as they are written for different 

purposes for different audiences. 

The were three types of documents which were obtained from the CEO for data 

analysis; service agreements between government and the CMO, periodic financial reports 

and the annual performance reports. Service agreements helped to analyse the nature of the 

contract between the government and the CMO, and terms and conditions of the service 

delivery. Service agreements yielded some very vital findings for analysis and discussion, for 

example, they provided the performance parameters for the CMO against which CMOs’s 

annual performance is measuered. 

Periodic financial reports and annual reports of the CMO also provided the rich data 

regarding the income from different resources, expenditures and left overs.They also helped 

to determine the CMO’s authority on spending limits and criteria for approvals for over 

spendings.  

Observations 

The use of observation provided a third source of data collection to add to depth and 

richness of data and increase the validity of the research results. During data collection phase, 

the reseaecher made several visits to the CMO for the prupose of obtaining documents, fixing 

meeting schedules and interviews. These visits provided ample opportunites to witness several 

on site obsrvations which made a very healthy contributions at the data analysis stage. For 

example the observation of space congestion  for the provision of mental health services and 
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carrying out administrative tasks and uneasiness of mental health patients in crowded 

environment made vital contributions in analysis part of the thesis.  

Data Analysis  

Goodson and Sikes (2001) defines data analysis as making sense of or interpreting the 

data. Creswell (1998) states that data analysis in qualitative research which involves complete 

description of a case and its setting in combination with a structured approach for result 

analysis. There are different types of data analysis used in qualitative studies, such as, 

interpretational analysis, reflective analysis and thematic analysis.  

The data was analysed using the thematic analysis technique. Thematic analysis is a 

method for not only identifying, analysing and reporting patterns (themes) within a rich set of 

data, but also interprets various aspects of the research topic (Braun & Clarke, 2006). Defining 

the term “theme”, Braun and Clark (2006) state that a theme captures something important 

about the data in relation to the research question and represents some level of similar response 

or meaning within the dataset. 

Braun and Clark (2006) highlight two methods of identifying themes or patterns 

within the data, inductive or bottom-up and deductive or top-down. Inductive means coding 

and theme development are directed by the content of the data, whereas, deductive means 

coding and theme development are directed by existing concepts or ideas (Braun & Clark, 

2006). In the inductive or bottom-up approach, thematic analysis is data driven where the 

theme emerges from the data and has a strong relationship with data itself and little 

relationship to the specific questions asked of participants. Therefore, inductive analysis is a 

process of coding the data without trying to fit it into a pre-existing coding framework or the 

researcher’s analytical preconception (Braun & Clark, 2006). On the other hand the deductive 

or top-bottom approach of thematic analysis is analyst-driven and influenced by the 

researcher’s theoretical or analytical interests in the area (Braun & Clark, 2006). In this study, 

the inductive approach was used to analyse the data, in order to obtain all the emerging themes 

from the data. This approach resulted in emergence of some important themes which were not 
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anticipated at the literature review stage, but have been found relevant to the study, and are 

presented in next chapter on data analysis.  

Braun and Clark (2006) explains six phases of conducting thematic analysis; 

i) Becoming familiar with the data 

ii) Generating initial codes 

iii) Searching for themes 

iv) Reviewing themes 

v) Defining and naming themes 

vi) Producing the report 

Data analysis consists of examining, categorizing, tabulating, or otherwise 

recombining the evidence to address the initial proposition of a study (Yin, 1994) by taking 

notes derived from multiple data sources. NVIVO software was used to record all the notes 

during the phase of data analysis. These notes were collected and organised chronologically 

and by topic in order to keep track of progress and direction of the study. At the end of data 

collection phase, main aspects of the data were isolated. This led towards the generation of 

regular, recurring and contrasting patterns and themes. The matching and identical patterns 

and themes were categorized under different codes. The broader and similar codes were then 

merged together to achieve the final outcomes and result. 

Reliability and Validity  

Burns (2000) states that the ways of establishing reliability involve triangulation, 

reporting of any personal bias by the investigator, the existence of any audit trail to 

authenticate how data was obtained and decisions made about data and categories. Validity is 

also addressed by providing a detailed account of how they carried out the study. In this 

particular study, several techniques were used to establish the reliability and validity of the 

study. 

Triangulation is the use of multiple data collection methods from multiple sources 

with multiple theoretical perspectives and a powerful tool to validate data (Glesne, 1999). Data 
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collected from interviews, documents analysis and observations helped to relate and confirm 

the findings and contribute to the validity. For example, during interview, a theme emerged 

that government does not use quality based standards to measure the performance of a CMO. 

This theme was confirmed and triangulated from the service agreement which contains the 

outcome measure standards which were quantitative not qualitative.  

Another tool to ensure the trustworthiness of a study is coding checks. Gall, Gall and 

Brog (2007) defines coding check as rechecking the codes by regularly reading and re-reading 

the data and modify the categorisation system in order to seek agreement between the 

interview data, notes and reflection logs. This was adopted and transcribed interviews were 

also sent to participants for their agreement that the transcription was accurate and this helped 

to ensure the trustworthiness and reliability of data.  

Limitations of case study methodology 

Despite its widespread advantages, case study methodology has its critics. According 

to Yin (1994), the main criticism of case study is that it lacks thorough research meaning and 

it may lead researchers to be biased and present vague data to influence the outcomes, results 

and conclusions, secondly, it lacks the spirit of scientific generalization and thirdly, it is time 

consuming.  

However during the conduct of this study and especially at data collection and data 

presentation stages, these limitations were kept in mind in order to minimize the threats and 

risks by firstly, triangulating data collected through different sources to guarantee minimum 

bias from the researcher to ensure true presentation of data. Data was triangulated and 

validated through interviews, observations and documents analysis. Secondly, the dilemma of 

funding constraints and significant impacts of different funding streams on CMOs, not only 

in mental health sector, but in all other fields, has potential to allow generalisation of the 

results. Therefore the researcher believes that these limitations are not likely to affect the 

results of this research study.  
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CHAPTER 5 

Findings 

 

Chapter Outline 

This chapter presents the findings of the data using thematic analysis.  

Driven by the research questions, 12 themes emerged, and these were 

clustered into three categories: government funding; other sources of 

revenue; and government funding mechanism. Each of the themes is 

defined, based on the sub-themes of which it is comprised and exemplars 

of respondents’ data are presented to illustrate the meaning. 
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Chapter 5 

Findings 

The research questions which drove this thesis were; 

1. What is the impact of government funding on the performance of CMOs in the mental health 

sector in the NT?  

2. What other sources of income can CMOs use for successful delivery of mental health 

services with possible impacts on their performance? 

Of the twelve themes which emerged from the thematic analysis, seven were clearly 

related to the first question which is about government funding and these were categorised 

into ‘Negative’ and ‘Positive’ impacts (Table 1). Four themes clustered under ‘other sources 

of revenue’ (Table 2), and the last theme was ‘government funding mechanism’ (Table 3). 

The tabular form of all themes and sub-themes is as under: 

  

Table 2 

 

Category 1: Government Funding 

 

Negative Impacts of government funding 

Main themes Subthemes 

Lack of Resources Lack of transport, Lack of place, Understaffing, Dissatisfaction 

among employees, Partnership problems with other CMOs 

Uncertainty 

 

Delays in government decision for contract extension, 

Continuous changes in contact periods, Funding discontinuity 

beyond 2019, Political changes, National Disability Insurance 

Scheme effect on funding 

Improper evaluation 

system 

Quantity based performance measurement not quality, Number 

based outputs, Preference to some CMOs without rationality 

Positive Impacts of government funding 

Stability Streamlined and easy process, Certainty and predictability, 

Sufficient funds till 2019, Sometimes acquire extra funding 

No mission Drift 

 

Government is a principal to set the objectives, CMO’s 

participation in setting goals and objectives, Negotiations with 
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government to set objectives, Mission drift depends upon size 

and people of CMO not government funding 

Independence No government interference, Negotiations to settle conflicts, 

Government interference is viewed as input and support, Free 

for lobbying  

Accountability Strict financial and performance accountability, Accountability 

ensures smooth functioning and efficient performance, 

Accountability is justified, Two-way accountability, No extra 

administrative burden of accountability on CMO 

 

Table 3 

Category 2: Other sources of revenues 

Main themes Subthemes 

Donations Not allowed for fundraising as per service agreement, Conflict 

of interest with service agreement, Not preferred, No need of 

donations as get sufficient government funding,  

Grants 

 

Occasionally receive grants, Very small in amount,  Not 

preferred, philanthropist  organizations also in crises, Enough 

government money to strive for grants 

Commercialization Not allowed for fundraising as per service agreement, Not 

preferred, Enough government money to focus on commercial 

activity 

Factors important for 

future successful service 

delivery 

Government funding, No consideration to other revenue 

sources 

 

Table 4 

Category 3: Government funding mechanism 

Main themes Subthemes 

Government funding 

mechanism 

No proper evaluation system, Basic box ticking criteria, Under 

resourced, Lack of leadership and vision, Lack of continuity, 

New grant management system is quantity based not quality 
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Negative impacts of government funding  

Lack of resources 

The most commonly occurring theme emerged during the data collection phase was 

lack of resources as a result of insufficient government funding. Participants expressed their 

concerns about inadequate space and building to provide the services and lack of proper 

transport facilities to coordinate with clients. Participants also felt that their CMO is 

understaffed which is putting an extra burden on existing employees and they are underpaid. 

Lack of space and manpower is also affecting CMO’s mutual relationship with other CMOs.    

A chairperson who had recently joined the organisation expressed the concerns over 

inadequate resources of CMO as: 

I think this is the organisation that is doing some really good work, desperately needed 

work in our community, but they are not adequately resourced to be able to get the funding 

that they need. They are operating on a shoestring budget.  I am just really surprised they are 

actually able to do what they are doing. I think there is tremendous scope.  I went in and talked 

to CEO originally when I first heard about what they were doing, and I could not believe what 

I was seeing.  I could not believe that this was the state of affairs, what they were doing on 

what budgets, and how they were functioning. 

 

The CMO is currently struggling with its transport to carry out its operations. The 

organization owns only one old mini bus which is insufficient to reach out to the clients and 

to the community. 

We can only work to the budget that we have got, so there can be no planning outside 

of that, in an ideal world, if we had say a vehicle, we could go and service this person, this 

person, or do that in the community. 

 

The bus is clearly a financial burden.  

Transport is our biggest concern.  We have an ageing bus and it is costing us more to 

keep it on the road than what we do using it.  

 

  The treasurer of the CMO intimated that the funding department was requested to 

provide extra funds for a new bus but the request was turned down.  

Basically, the department decides what we are going to get, and we have to work 

within that.  We wanted to buy a brand new bus and they said, "No, we cannot afford to give 

you money to buy a $60,000 bus", so we got to save up and drive a real old bus for a while 

until we can maybe get some money to buy a bus. The mark of money they set is the mark we 

get pretty much. 
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The CMO is a drop-in organization and is operating in a very small office with mental 

health service activities, CEO’s office, treasury office, administration desk all in one un-

partitioned office which greatly affects the workplace environment. 

It is in this tiny little building, albeit it is in a good location, but it is a tiny little 

building.  I think it probably needs a bigger premises, more profile, better resourced, more 

staff, more structured programs, different types of activities happening.  

 

The CMO is currently looking to expand its services to offer grief and loss counselling 

as well and has made sufficient preparation for that. The CEO has the training and certification 

to provide this but lack of resources is hindering obtaining appropriate facilities 

We are hoping to start off a grief and loss protocol when our CEO got the training 

and we need somewhere you can go and do counselling with a client because here is too 

crowded.  It has to be one to one.   

 

Due to insufficient funding, the CMO is understaffed and relies upon volunteers.  

There is incredibly limited budget for staff.  In fact, there are people working for free, 

volunteering, which is just incredibly generous, but it should not be like this. 

 

Understaffing and underpayment create an extra burden and discontent amongst 

existing staff. The CEO of the organization is highly concerned that there are extra services 

being provided to the patients, which are not covered in the service agreement with the 

government, but they are being delivered voluntarily by the organization. 

We do a lot of stuff here that we are not funded for, like counselling, for example, like 

I do a bit of counselling here, but do not get funded for that, so probably really not meant to 

be doing that, but you have got to.  So there are a few restrictions there I guess.  We do a lot 

of stuff that is not really recognised within our funding agreement. 

 

A staff member expressed his concerns about extra work: 

We do a lot of very important things, a little bit of counselling here, a little bit of 

referrals, making sure people are all right, just little things that all add up at the end of the 

quarter, and we do not get paid for that.  It would be good if we could get paid.  

Another participant expressed concern; 

Yeah, if we could get reimbursed, because while we are here, we are away from our 

homes.  We are away from our homes, and things are not getting done at home, and we are 

volunteering here.  There are a lot of things we do that we do not get paid for. 

The CMO partners with several other organizations for joint programs and offers 

drop-in facilities and programmes for mental health clients from other organizations. But due 
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to a shortage of staff, it is unable to offer supervision services to those clients. As a result, 

partner organizations have to send their own supervisors and carers along with their clients. 

This greatly affects the working environment of the organization since it already operates in a 

small office. It also affects the mutual relationship and partnership of the CMOs. CEO said: 

We have spoken to a few client organisations that have come in and assessed us.  We 

have said, "If you bring your clients here, they must be supervised.  They must come in with a 

carer."  We do not have the facility.  We are not funded for it”. 

  

Uncertainty 

Uncertainty of the government funding was the second most identified theme emerged 

during the interviews and was characterised by several factors. There was a huge concern 

among the participants over the delays in government funding decisions and continuous 

changes in the contractual periods of agreement which affect the performance of the CMO. 

The interviewees also felt stressful by external factors like elections, possible political change 

in the NT and introduction of NDIS in 2019 which adds to the uncertainty of future 

government funding.  Highlighting the impacts of uncertainty of government funding in the 

NGO sector, the chairperson stated: 

That is the nature of working with NGOs, with government-funded projects in the 

community because it puts a tremendous strain on. You can never really - we do plan long 

term, but you are always working on that short term, or we do not really know what is 

happening post this date.  So we cannot really plan for that.  It is a constant state of anxiety 

and uncertainty, and it can really disrupt service provision as well on the ground because 

when you are talking to clients, you are not able to reassure them that you will be there or you 

will be able to provide that service, or you might have to alter the way you are case-managing 

something, because you do not know if you will be able to do something because of time 

restriction. 

  

The CMO operates on a two-year agreement with the funding government 

department. The contract runs from July until June of the following year. The current two-

year agreement finishes in June 2016. The CEO noted that it was April and they had not heard 

anything about the continuity or extension of their agreement.  

Our contract runs out at the end of the June.  We have heard nothing from the 

Department, so whether they will give us twelve monthly contracts until the NDIS rolls out in 

2019, because they told us that they would no longer be funding us.  That is where we are at, 

at the moment.  We are looking at other ways to secure our funding. 
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The contract agreement period was three years until 2014 when it was changed to two-

year contracts which affected the longevity and certainty of the contract. Now there is a 

possibility of changing the two-year contracts to twelve months which will further add to the 

uncertainty of the continuity of government funding. According to the CEO; 

Instead of now having our contracts for three years, it went from three years to two 

years because of change and I am thinking we may only get 12 monthly now, like I do not 

think they will give us another two years.  I do not know.  They have no told us.   

Further, the CEO reported that they had been informed that there will not be funding 

after 2019 by the current funding department, and moreover, that funding is going to be 

reduced next financial year. 

We have actually been told by the Department of Health that they will not fund us 

after 2019, and for the consequent funding, so it will be interesting to see what happens after 

June.  They said we will not get any increase in funding, but we will get less funding than what 

we are on now, so it is going to be very interesting to see what happens.  We are not even in 

those talks yet, though. 

 

Government funding uncertainty is not only linked with insufficient funding but also 

with external changes such as changes in government. All participants expressed their deep 

concerns and anxieties about the future continuity and certainty of government funding after 

the 2016 elections, which they felt would affect the CMO sector.   

Yeah, there are anxieties, there is a lot of uncertainty, especially, we have an election 

this year, and different governments come in.  Especially around election years, you do not 

know if they are going to get a whole different new politicians.  They might want to do 

everything, if the Labour Party gets in in the Northern Territory they might change everything 

around, so yeah, there are lots of anxieties there, lots of anxieties.  It is not a given that we 

are going to, there is no guarantees. 

 

A board member expressed his concerns over political uncertainty and its impact on 

government funding. 

Yeah, at the moment, there's a lot of uncertainty because we have got an election in 

August, so it depends on if the Labour Party get in, or the Liberal Party get in.  Liberal Party 

get in, we will probably just carry on our same for another couple of years.  At the moment, 

we just have to go six months at a time, or quarter by quarter, see what happens. 

 

The treasurer compared the history of government funding in terms of certainty and 

expressed that government funding used to be guaranteed and certain but not anymore. 
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  There is no guarantees with government anymore.  There is no guarantee.  Maybe ten 

years ago there was a guarantee, but there are no guarantees now, so you just got to take it 

quarterly, or half-yearly, see what is happening then. 

 

Some of the staff believed that the election could bring about the end of their 

organization. A participant said: 

Yeah, it is a bit anxiety, yeah, there is a bit of a worry think, "What are they up to?  

Are they going to cut us off?"  There is an election coming up, are they thinking, "We'll cut 

them off, we'll have the election." 

 

A board member continued: 

With the change of government, with the possibility of a change of state and federal 

government, the whole thing could change.  The whole dynamics of funding may change.  

We've been advised against that.  All I'm hoping is that they will maintain what we've got here 

at the moment.   

The ex-chairperson, currently serving as a board member, stepped down from the 

position recently owing to the government funding uncertainty, especially after the 

introduction of NDIS system, setting an ideal example of negative outcomes of government 

funding uncertainty. The ex-chairperson commented:  

That is why I stood down as Chairperson because it was getting too much for me.  

Nobody knows, even funding bodies have no idea what the National Disability Insurance will 

entail. I am a bit suspicious.  Where funding and funding is a big issue.  Like I said, without 

funding, it is uncertain.  It is not guaranteed.  We could close our door overnight, which we 

do not want.  Where do you put those other people? 

 

The advent and negative affect of the National Disability and Insurance Scheme 

(NDIS) on CMOs was the most commonly repeated fear expressed by most participants. The 

NDIS has received much criticism from mental health CMOs and peak bodies. According to 

NDIS, only mental health patients with permanent impairment will receive individualised 

packages after assessment. It is estimated that almost 489,000 Australians have serious mental 

health conditions and the new NDIS will only make 60,000 people eligible for individualised 

packages, leaving out the other 429,000 who are receiving mental health services in 

communities in some forms (Eager, Boxall, Partel, 2014). This huge reduction in mental health 

patient estimates will bring significant cuts to community services funding hence directly 

affecting mental health CMOs 
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No proper performance evaluation system 

All the participants were dissatisfied with the current performance evaluation system 

of the government on the basis of which volume and continuation of funding is decided. 

Participants primarily thought that government performance evaluation system is based on 

quantity and not on quality, which favours large CMOs. Participants also felt that government 

is irrational to prefer some CMOs over others due to several factors including size, age and 

status of CMOs as Indigenous and non-Indigenous.    

The chairperson expressed that there is no proper system at government level to 

manage the funding system due to which deserving organizations lag behind in securing 

sufficient funding. 

It is really important that services are evaluated, and not necessarily receiving 

funding forever, because it might not be a very good investment for taxpayers, so it is a tricky 

balance to find between - I think it could be better managed.  I think everything seems to be 

rush-rush, and things are only renewed at the very last minute.  It is not usually done on a 

well thought-out process. What actually probably needs to be happening is that planners at a 

centralised level need to be thinking years in advance and evaluating years in advance what's 

going to happen. 

The government system of evaluation is based on quantity and not on quality. It is just 

about counting the number of patients that have been served.  

  If we are not increasing our numbers and doing different things all the time, 

then they will think we are just at a stalemate, so yeah, they need to see that we are improving.  

So I guess that impacts on our funding. As long as we keep our numbers up and send in the 

reports and what they want to know and we're doing what is in there, then yeah. 

 

The ex-chairman felt that the government performance evaluation system is only 

based on graphs and presentations and it lacked quality assessment and evidence related to 

ground work.  

I have spoken to the funding bodies and we have had many discussions on this.  I say, 

"You see a lot of graphs and printouts and paperwork, but you never see what good we do off 

the ground."  That's what you can put into your report.  It's what we do hands on is what 

counts.   

 

The benchmarks of quantity and numerical figures for measuring the performance of 

CMOs were also evident by the “Performance Measure” section of the service agreement 
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between the CMO and the department. The table below presents the service activities that 

ought to be performed by a CMO and the output measure standards. 

 

Table 2.4: Performance Indicators in Service Agreement 

Service Activity Output Measure Service Activity Output Measure 

Housing/tenancy 

information/advice and 

referral 

 Hours 

 Occasion of 

Services 

Social support, 

escorting, visiting 

and personal 

support 

 Hours 

 Number of 

activities 

Mutual support and 

self-help 
 Hours 

 Number of 

activities 

Food services  Hours 

 Occasions of 

services 

Mutual support/self-

help groups 
 Hours 

 Occasion of 

Services 

Social and personal 

development 
 Hours 

 Number of 

activities 

Supporting/recreational 

activities 

Hours, one-day 

trips 

Learning and life 

skills development   
 Hours 

 Number of 

activities 

Pre-vocational training  Hours 

 Occasion of 

Services 

Living skills 

development 
 Hours 

 Occasions of 

services 

Community education 

and training about 

mental illness 

 Hours 

 Number of 

participants 

Development of 

board or 

management 

committee 

 Number of 

participants 

Target- 100% 

board member 

participation 

Social education and 

group advocacy, 
 Hours 

 Number of 

activities 

Maintenance and 

Development of 

cultural links 

 Hours 

 Number of 

activities 

Staff training  Hours 

 Number of 

participants 

Service quality 

enhancement 

Nature of cost of 

enhancement made 

 

The measurement standards for all activities are numerical, such as, hours, number of 

activities, number of participants, number of occasions and costs and do not encompass any 

quality and value based yardsticks. The chairperson commented that performance evaluation 

to decide continuation of funding should be based on quality and not quantity. 

You can assess that from demand.  How much the service is actually used and also by 

interviewing, talking to people, collecting surveys, so forth, how they experienced community 

services. You have to do that in a way that is independent from influence from the 

organisation.  It takes a bit of thought.  But proper evaluation. 

 

One of the board members was unhappy about the criteria the funding department 

uses to determine the efficiency/inefficiency of the CMOs. At the end of financial year, if the 
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CMO saves some money by efficient management and proper planning, the department views 

this as poor management and is likely to penalise the CMO. The same leftover budget is taken 

back by the department and subsequent year funding is reduced equal to the leftover amount.  

That is another thing that gets me going is the fact that we were within our guidelines 

of our spending for the financial year.  We had a little bit leftover.  We could have been 

penalised because the government determines that as poor management.  

 

A board member believed that the unspent money which has been saved with efficient 

planning should be used in forward planning for the CMO because the cost of services and 

operations goes up every year. 

They may reclaim that funding back as unspent because this is what annoys me 

immensely there.  We were going to be penalised and that funding which could have been used 

for forward planning was going to be reduced.  We could not go in forward planning on 

existing funding because services go up, your cost, day to day running of your organisation 

increased. 

Participants were also of the view that government prefers to fund some CMOs over 

others and that not all decisions for funding are rational.  Large CMOs especially are in better 

position to receive government funding despite their inefficiency and this significantly affects 

the small organizations. 

At the end of the day, there is no accountability, there is no transparency, they have 

overspent, lie down for another lot.  We try and avoid that at all costs because we know the 

fragility of funding. Especially organisations like us, a lot of the bigger organisations actually 

duplicate their services, which can get turned away.  There is not enough to go around.  The 

ones that should be funding and who are funded are not servicing their clients.  They get 

dumped on organisations like us. 

One of the participants thought that the government tends to prefer funding aboriginal 

organizations and this negatively affects other deserving CMOs. 

I think big organisations usually get more money than little ones, especially 

Aboriginal, they get billions.  They are an Aboriginal organisation and they get billions, and 

billions of dollars thrown at them.  The government loves giving money to Aboriginals.  They 

just give billions to them, and non-Aboriginal, we got to fight for our own survival.  We are a 

bit down the ladder. 

Although, the CMO has significant numbers of Aboriginal clients as well, this 

participant believed that not being regarded as an indigenous organisation affects funding.  
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Positive impacts of government funding 

 

Despite the above mentioned disadvantages of government funding, all the 

participants think that government funding is crucial for their survival and continuity for 

several reasons. 

Stability 

All the participants think that the government funding is easily accessible, stable, 

secure and predictable which significantly enhances the performance of the CMO. Participants 

are satisfied with the amount of money they are currently receiving from the government to 

run their affairs. 

The chairperson expressed that the process to apply for government funding is simple, 

streamlined, effortless and costless. There are set procedures to follow to apply for government 

funding as compared to other revenues like fundraising and donations. 

It is stable.  It is the fact that there is a clear process that you go and tender for 

contracts, and it is an obvious funding source.  I think there are probably clearer pathways to 

be able to access funds.  I cannot think off the top of my head of any other funders that would 

be available that would be able to compete with the government to be able to - I do not know 

any private enterprises or individuals that would be willing to fund a service on the scale that 

it is already being funded. 

When the CEO was asked about what kind of funding they prefer between grants and 

contracts, the response was government contractual funding. This ideology drives CMO’s 

financial portfolio to rely only on government funding. 

Contract funding, because you know it is coming.  Grants, you just have to wait for 

them to come up, and there is no guarantee you are going to get what you ask for and usually 

we only get small grants, like $2000 grants. 

According to the treasurer, the government funding is very predictable and accurate 

which helps the CMO to operate confidently during the period of funding which is not possible 

in grants and donations. Whatever the government promises, it gives.  

After we put in all our paperwork, and then we get the funding for the next twelve 

months, we pretty much know, it would be pretty accurate to what they say they are going to 

give us. You know you are going to have the money for twelve months.  It is pretty rock solid 

what they say at the end of the financial year we are going to give you.  It is much more 

reliable than charitable and funding grants, and stuff. 

Another participant expressed his preference for government funding as; 
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Government is the best to get funding from because it is guaranteed, you know you 

are going to have it.  It is just more secure.  Government funding is more secure. 

Although facing lack of resources problems, the CMO is currently very satisfied with 

the amount of funding it gets from the government to run its operations. Whatever amount of 

money is asked for in the annual financial proposal, the government provides it which enables 

the CMO to comfortably meet its expenses and achieve its set goals and objectives. When 

asked whether the CMO has ever faced any budget cuts from the government, the CEO 

explicitly commented:  

Never happened.  No.  We have been sitting really comfortably, like really well, like 

we have been managing our money really well. We would like more, to be able to do more, 

but with the money that we get, we are okay with that, because we work within those 

boundaries. 

At the moment, government money is sufficient to achieve the objectives, therefore 

the CMO does not need to focus on other sources of revenue such as grants, donations and 

commercialization. The CMO would only think about other resources, if it had to in the future.  

I do not know if prefer it, it is just something we could look at like, if we had to, I 

think.  If we needed - if we were short on funds and had to stop the program because we could 

no longer fund it, then yeah, we had probably have to look at that, to keep it going, but not at 

the moment.  

The CMO has secured enough funding, not only for the current financial year but until 

2019, when the NDIS is due to roll out, and this helps in focusing on core missions and 

objectives. According to a board member; 

Financial uncertainty from 2016 to ‘19 will be okay.  As I said, we have got generous 

funding there.  At this stage we have sufficient funds to meet us till June 2016.  We will not 

know after that because that's a lot of funding to spend in two months, for a start.   

The CEO said that during their last funding agreement, they, in fact, received more 

money from government than what had been applied for.   

Actually, when we did our last funding agreement, we actually got more than what we 

applied for, so that was good.  Which does not usually happen. 

This was mainly due to the biannual performance reports, which the CMO is required 

to forward to the funder department containing all activities CMO undertakes along with 

output measures. As the CMO is undertaking several tasks voluntarily which are not covered 
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in the service agreement, the government acknowledged the efforts and decided to provide 

extra funding.  

They had a look at all the reports that we were putting in, and they could see that we 

were doing a lot more than what we were actually getting funded for, and that has actually 

increased even more now, like we are doing even more now than what we were back then.  

No mission drift 

All the participants were of the strong view that the government funding does not 

cause mission drift to their CMO because the government does not excessively or 

unnecessarily dictate its conditions and requirements to the CMO. Participants told that they 

negotiate with the government to mutually decide their end goals. Participants also felt that 

mission drift does not depend upon the government funding but on the size and management 

of the CMO. 

Most of the time, the government pretty much lets us do what we want to do.  There is 

only, maybe in the last three years, only been about five things that became a difference of 

opinion.  The government gives us a lot of freedom to do what we do.  They give us a lot of 

freedom. 

A board member expressed that usually government is the one to decide and set the 

policies and procedures of the CMO but, the CMO does have a considerable say in setting 

those policies and procedures.  

Who sets our policies and procedures? We set them or government sets them? 

Government usually sets them and any updates and amendments, we work with the 

government to make sure that they're in place. 

The Chairperson believed that in deciding the end objectives of the CMO, the process 

of negotiation plays an important role. The CMO takes  its objectives and mission to the 

government and attempts to convince the government to secure funding to fulfil the objectives 

and mission and in return the government accesses those objectives and decides the scope of 

the funding. Government does not dictate the mission of the CMO rather negotiates:  

It is a negotiation.  We are going to government and we are saying, "Okay, this is 

what we are doing, this is what we want to do, this is how we want to do, this is the value it is 

going to be to the community, this is why we are the best people to do it, please can we have 

this amount of money?"  And then it would come back to the government to assess that and 

decide what they agree.  It is a negotiation process. 
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A board member suggested that since the government is the ultimate funder of the 

CMO and its services, it has a right to determine the policies and procedures of the CMO. 

It is a memorandum of understanding of how a service is going to be provided and 

who is responsible for what.  I think it is just a process of advocating for what has happened 

already, and that we are competently capable of managing that service professionally.  We do 

not need to be micromanaged by the government, but also we are agreeing to the government 

who is going to fund us to deliver a particular service. 

Negotiations are important not only in determining the mutual goals and objectives 

but also to create and nourish a healthy and strong relationship between the government and 

the CMO, in order to serve the community which is the ultimate objective of both government 

and the CMO.  

I think it is a process of negotiation.  It is about having as many productive 

relationships as you can possibly manage.  It comes down to individuals, individuals working 

with the government, individuals within the organisation, personalities, ultimately, about how 

you work together to meet that need in the community. 

The chairperson thought that mission drift is not necessarily caused by government 

funding, but several other factors also play an important role in causing the mission drift, such 

as, the size of the CMO and management of the CMO. That is the main reason the CMO is 

still working with small scope and not aiming at expansion, to ensure its authenticity and 

commitment to the community.  

Mission drift is a major risk.  I think it depends on the quality of the people that you 

have.  The larger the organisation, sometimes the more sterile it can become.  You can lose 

that human essence which is so important in mental health services.  I think that's why we're 

still a very small organisation, very, very small.  We're not talking about massive expansion; 

it would only be just modest. I think the people who are involved.  I think if those people, the 

key people who are involved right now, I think we're trying to remain authentic and committed 

to what we're doing. 

Independence and Autonomy 

It emerged during the interviews that participants are completely satisfied with the 

level of autonomy and independence of their CMO. Participants thought that government 

interference is minimum in the CMO and government is not unnecessarily monitoring them. 

Some conflicts between CMO and government arose in last few years which were effectively 

solved by negotiations. Participants also viewed government interference as an input and 
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support for their CMO which is essential for a small CMO. It also emerged that the CMO is 

free for political lobbying to pursue its interests and objectives. 

 A board member thinks that, in a government-CMO relationship, government acts as 

a client where CMO delivers the services on behalf of the client and it is the responsibility of 

the CMO to keep the client happy. In pursuing that happiness of the client, the CMO 

sometimes has to accept the conditions and restrictions of the client. 

There is always this kind of relationship where the government is your client.  You 

have to keep your client happy.  That is just the nature of it, of the funding agreement, so I 

think that is something that has to be accepted. 

The Chairperson suggested that, in case government puts some restrictions on a CMO, 

it is justified in view of the money it gives to CMOs on the behalf of the taxpayers. Yet, the 

independence and autonomy of the CMO are ensured through negotiations with the 

government so that the CMO is able to carry out its business. Based on the feedback of the 

most of the participants, it appeared that the CMO uses negotiation strategy very effectively. 

  Independence and autonomy is the best possible – it is a negotiation.  NGOs benefit 

from having the independence and the autonomy, but they are also being commissioned to 

deliver a service.  It's reasonable that the government, on behalf of the taxpayer, can say, 

"This is what we are going to fund you to do.  This is your remit."  Then there is a contract, 

and we agree to provide certain services, but it would be up to the organisation to determine 

how we do it within our own business model.  

A participant commented that the CMO rarely had conflicts of interest with the 

department and whenever such conflicts arose, these were amicably settled through 

negotiation.  

Yeah, there has been a few occasions where we have been into conflict.  Not really 

bad conflict, just either they wanted more information, or they suggested that we do not do it.  

We have had negotiations, a certain amount of negotiations, but not really, I would not say 

conflicts. 

A board member believed that they need government guidelines to set their objectives 

because they are not confident enough to do this on their own due to the limited knowledge. 

In this sense, the CMO seems to have accepted the involvement of the funding department for 

their own benefit and in fact views those directions as support. The board member said; 

You still need those guidelines.  We adapt ourselves to do that.  I think we would be 

very foolish to go autonomous because we do not have the strength and the guidelines and the 

knowledge base to go freely on our own.  We need that background support. 
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 Generally, the participants strongly asserted that government funding is not causing a 

check on the independence and autonomy of the CMO. As most of the non-profit literature 

suggests, the service agreement is a major tool to place the check on the autonomy of the 

CMOs, however, the CEO thinks that the service agreement is flexible and does not put 

unnecessary constraints on the autonomy of the CMO. 

With our service agreement, actually, we are really lucky with our service agreement 

because it is fairly flexible.  It does not really state what hours we have to do, like we can go 

beyond the boundaries of the hours that are stated in our service contract.   

Another participant commented that the funding department let them do their work 

and only at the end of the quarter, the performance report is required to be forwarded to the 

department to show what they have done. There is no interference otherwise. 

I do not think so, no.  It is not that bad.  They pretty much let us run our own race.  At 

the end of the quarter we show them what we are accountable for, what we have done, and 

they can see what we have done. 

In terms of the usage of government funding, the department has only one condition, 

which is, to spend 70% of the funding on the clients.  

They do have one condition, that 70% of the money is spent on the consumers that 

come here, on the people that come here.  70% directly, or indirectly is spent on the consumers 

that come here. 

A participant asserted that the government does not audit their day to day operations. 

They are not sort of like coming down here every day, and sending spies down, and 

trying to find out all our business.  They pretty much let us run our own race.  It's pretty good 

really. 

However the ex-chairperson did quote an incident which showed the interference and 

dominance of the funding department. While the CMO was struggling with its transport, it 

made some efforts to lease a new bus, and the department came to know this and stopped the 

bus leasing. 

We wanted another bus, we were trying to get one through a lease but they do not 

lease them anymore.  You buy them outright and then over a period of time, it is your bus.  

Now what happened, the head office intervened.  We approached the head office and we went 

through our networks of peers and they said, "No, you cannot have a bus”. 

A participant also suggested that there is no restriction on the CMO for political 

lobbying to pursue their interests and a CMO is quite independent to network at any level for 
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its benefits. A board member told an incident when the CMO got involved with some serious 

internal management issues and their funding got suspended and the funding department 

stopped the CMO to do any forward planning, but the CMO lobbied effectively and managed 

to secure its contract.  

At the end of the financial year, they said, "You have not spent that money. That was 

money we saved and traded our way up.  We have done well.  I think they realised that at the 

end of the day, when they said, "We cannot let you do any forward-planning.  You cannot do 

this, cannot do that." I said, "Well what can we do?" We lobbied and eventually that person 

involved has moved on and new people have come in with new ideas and they said, "No, we 

are a viable entity and we funded accordingly and we have done well out of that." 

With the introduction of new NDIS system, the CMO has been notified by the current 

department that they will not be further funded beyond 2019. As a result, there are rumours 

that the CMO may be merged with some other organization. A board member said that the 

CMO is lobbying efficiently for its continuation and securing funds from some other 

departments.  

Our local government representatives are out here, we have spoken very in depths 

with them, they are very supportive of us, and they would like to see us.  They have welcomed 

us to their community because they can see what is behind the law and order and the 

dysfunction of their community. 

Accountability 

There are some strict accountability checks on the CMO but the participants viewed 

that these checks are necessary for them to stay honest, effective and efficient. These 

participants see the government accountability justified because CMO receives the public 

money and should be accountable for what it does with the fund. Moreover it appeared that 

the requirements for the accountability do not put an extra burden on the CMO’s management. 

The CMO is coping with these requirements easily. 

There is a limit of one transaction (per day or month?) which is in the CMO’s 

authority, and anything above that limit goes through the approval of the funding department.  

There is a certain amount of our funding, we must get approval from our providers.  

If it is over a certain amount, they must approve it.  Say if I wanted to go in $ 5,000, then we 

must get government approval that we can do that.  Anything below that goes through the 

board. 
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The CMO has to report spending to the funding department every three months 

including any major amount spent on any activity. The treasurer commented: 

We pretty much have to let the government know what we spent the big money on.  

Every three months we let them know what we spent the money on.  We just had the bus 

registered, and got new tires for the bus, so that was about $1,500, so that is all outlined in 

my report all the different, what we spent in the last three months.  So, the government knows 

where the money is going. 

All the participants consistently declared that government accountability is essential 

and necessary for smooth functioning of any organization and accountability through 

contractual funding does not affect the performance of the organization at all, rather, it helps 

to keep the organization more efficient. The chairperson stated that this is the tax payer money 

and government, on the behalf of tax payers, has the absolute responsibility to keep check on 

CMOs for accountability and utility of that money for achievement of community oriented 

objectives. 

I think contracts maybe, probably work better for the community because there is 

more accountability.  There's another party there that want to see their end of the contract, 

and that their interest is, in theory, at least, if not in practice, to operate for the community.  

A participant thought that it is essential to be accountable because it shows what they 

are doing and what they have achieved. It presents a positive image of the organization to the 

government. 

That is a good thing, keeps us honest.  Keeps us honest, and then the government can 

see what we are doing, so they are not paying money for nothing.  They can see actually in 

black and white what we have done, where we are going, all of the different things we have 

done, they can see it in black and white. It is good for us, and it is good for the government, 

both sides accountable, both 100% accountable for what we do. 

A board member believed that accountability is not only for the CMO but it is two-

way accountability. The Department and CMO are both accountable to each other. Periodic 

performance reports sent to the department makes the government also accountable to take 

fair and informed decisions for continuation of funding.  

If they want to look back a couple of years they can see what we have done.  It (the 

report?) shows them that we are accountable, and they are accountable.  It is a mutual 

accountability.  They know where the money is going or has been spent for.  We are telling 

them where we put the money, and I think it is good to do that. 
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A participant suggested that government accountability tends to keep the CMO within 

its limits. Sometimes by providing the clients with extra unfunded services, the CMO 

overspends the burget and consequently will face problems and funding losses. 

I think our restrictions are within our guidelines for a service like us because as I 

said, we operate as a client based service.  Sometimes your clients could not be thinking right 

and rational, which could mean you can overspend.  Bring your organisation into disrepute 

and lose your funding altogether.  

The CMO is required to send six monthly performance reports to the department 

containing all the output measures. Moreover, three monthly spending details are also required 

to be forwarded to the department. Generally, these reporting activities not only bring 

substantial administrative burden to the CMO, but also cause waste of resources and time. 

However in this CMO, the CEO, who is responsible for writing these reports says: 

  I am coping really well with the admin work.  It does not bother me doing that, so I 

do not find that it is a lot, to be honest.  Only because I keep everything in order.  I know 

exactly what is going on. 

The treasurer commented; 

At the end of a quarter, we show how many people came here, and what we have done.  

It is not all that hard, and pretty much it is okay. 

However a board member thought that government reporting requirements, especially 

the end of year report is substantial and it would be helpful if government made it shorter and 

more precise.  

Our CEO, she has got to work at it a bit, sometimes it is a bit elongated, and a bit 

long.  I suppose if they could just make it a little bit shorter, especially at the end of the 

financial year, which is usually a pretty big, a hell of a lot of paperwork.  If they made that a 

little bit shorter. 

Other sources of revenue 

From the interviews with the participants, it emerged that the CMO does not view 

other sources of income very useful hence does not rely on them. Participants told that as per 

their service agreement they are not allowed to fundraise or involve in commercial activities. 

The CMO does receive some grants occasionally but they are very small in amount. But 

participants were not worried about the lack of donations and commercialization as the CMO 

is receiving enough money from government to finance its services.  
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The CMO is not registered as a charitable organization and is not allowed to carry out 

fundraising activities. But the CMO is not affected by this since it receives enough money 

from the government to run its operations. In the treasurer words; 

You have got to get approved as a charitable organisation, and you have got to get 

approval to do that. Usually we get enough money from the government anyway, so we do not 

have to do that, but there is a list of things that you have to stipulate to be an approved charity.  

We have not done that yet, we have not needed to do that.  We have not really worried about 

it.  

A board member intimated that there is a restriction on fundraising according to the 

service agreement with the funder department and if CMO undertakes any fundraising activity 

that will be conflict of interest.  

As I said, we are a conflict of interest if we go out and do our own fundraising because 

it is not in our service agreement.  It would be a conflict of interest and I do not think our 

funders would approve of it anyway. 

Another participant reported that they were offered donations from people and they 

could not accept it because of service agreement restrictions. 

People have offered us donations and we have said, "No, we cannot do it.  We would 

be breaching our code of conduct." 

The chairperson advised that fundraising activities help in increasing recognition of 

the CMO in the communities, but lack the capacity to cover the cost of services. According to 

the chairperson; 

I think that it is really good to raise the profile of a community through fundraising 

events.  It is a good supplementary way of doing things, but it is not even going to remotely 

cover the costs that the service like that requires. Even if people are making donations, in a 

private capacity, it is not going to be able to fund a service like that to cover the rents.  This 

is an expensive operation. 

However another participant acknowledged that it is good to have freedom to do 

fundraising for the things which are not covered by the government funding, and 

recommended that there should not be any restriction in the contract agreement to undertake 

fundraising activities. 

If we want to get a bus, that is a good example of fundraising and getting charitable 

approval, and that would be good, yeah.  It would be good to let us do stuff like that, raise 

money, as well as get government money. 
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But at the end, the same member asserted that he preferred finance coming from the 

government to run the business.  

Actually, I prefer to get the whole lot from the government. 

The CMO occasionally receives grants as well. The CEO said; 

If I see community grants advertised, I will just apply for them, and you just really 

have to give them a bit of an outline of what you want to do with the money, and then I usually 

write down everything that we have spent down to the last cent, and send an acquittal in to 

them. 

One participant believed that grants are not a viable source of revenue due to their 

uncertainty that is why the CMO does not actively pursue the grants. 

Because charities go up and down, grants go up and down.  Sometimes, it might be 

ten people going for one grant, and only one grant, and the other nine people miss out. 

A board member thought that since grants are not guaranteed, they are not a viable 

source of revenue.  

We spoke earlier on about outside funding.  That is not guaranteed.  As raised, we 

can apply for it but not necessarily receive it.  We normally get funding for Mental Health 

Week, which is a community based training and education program for the whole week.  We 

get a grant for that and also we have community grants that may come in but they are not 

guaranteed.  We cannot just run our organisation on those grounds. 

Moreover since the CMO is getting enough funds from the government, it really does 

not need to look for other sources revenues actively. The CEO commented: 

We get funded by the government.  And we also look at getting grants as well.  I quite 

often get grants from the local council and some art grants as well.  But we have not really 

needed to look for many grants because we have been coping really well on what we have 

been getting at the moment. 

Another participant suggested that since major donating bodies, commonly known as 

philanthropic organizations, themselves are facing financial hardships and funding cuts, 

therefore it may not be very useful to pursue grants.  

We went to a very large firm here for a donation.  They said they are in financial 

difficulties even outside the funding resource.  What do you call it, philanthropists outside, 

who would contribute?  There is that many looking for that community input into 

organisations.  It is basically drained them and a lot of them have had to pull back because of 

their own internal financial restraints. 

Sometimes, grants and donations negatively affect government funding, so the CMO 

is reluctant to actively seek grants, supporting the crowding out theory in the non-profit 
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literature. If the CMO is unable to finish its contractual funding at the end of financial year, 

the government takes the leftover money back. 

  I guess the only way grants probably impact is if we get top-ups through other grants, 

it means we are not spending our contract grant money, which means we could have excess 

by the end of the term, so that impacts us, because then they take it. 

The CMO is also restricted to undertake any commercial activity according to the 

service agreement and is bound by the service agreement but has the potential to undertake 

different commercial activities to generate extra funding. One example is the selling of art and 

crafts. During the field visits, several paintings and art and crafts drawn by clients of the 

organization were noticed on display in the office. The CEO intimated that they could earn 

handsome money by selling them but they cannot do so. 

We would love to do a heap of art craft and maybe sell them at the markets, but I think 

we are not able to do that because of our funding agreement. 

Moreover, the CMO runs a beauty therapy service and has hired a beauty therapist on 

a part-time basis. This service is mainly for the clients of the organization and other partner 

organizations, but it is open to all. However due to the shortage of space, this facility is located  

in the same physical space as other services, such as, mental health services, CEO office, 

administrative and clerical desks. The beauty therapy bench was in front of the entry/exit door 

with no privacy. This looked awkward. In order to conduct the field work, the researcher made 

several trips to the CMO office and found several people who were attending the beauty 

therapy facility. Participants were asked if they would like to charge the fee for beauty therapy 

service to generate extra income, the response was negative. The chairperson concurs that it 

is not fair to charge a fee for this service: 

I do not think that is a viable in that setting because of the consumer base.  I do not 

think that is going to be a situation that people would necessarily pay for that service, because 

it is a therapeutic and good activity for the service users there. I do not think it is fair to charge 

the service users.  

Another participant thought that since clientele base is people with mental health 

issues, such activities are mainly for clients to socialize and mix and not for generating the 

profits. Moreover, all such activities should be focused on addressing the clients’ needs and 

not on profit generation. 
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  I think the point of the exercises is that that is a service that they are there to socialise 

and to have a pleasant experience or a social experience.  I do not think you would attract 

people wanting some beauty therapy into that situation because it was very public.  It was not 

like going to a beauty salon, where you pay. 

Another participant commented that, it is not feasible to start any commercial activity 

in the small office because the clients are mental health patients and some of them may not 

like crowds and unfamiliar people. 

The people that come here, some of them don't like other people, because they have 

their mental issues and they just do not like crowds and they don't like unfamiliar people 

around.  I do not think we could do that because of that. 

Important revenue sources of future success 

All the participants unanimously declared government funding as vital and crucial for 

their future survival, continuity and expansion because government funding is stable and 

guaranteed. Participants asserted that it is the moral responsibility of the government to fund 

the mental health CMOs as mental illness problem is related to several other social factors, 

such as law and order, therefore if one department becomes unable to fund them in future, 

other departments should come forward to fund them.   

The CMO is looking to expand its services in Darwin and in other towns in the NT 

and needs more finance to achieve this. Further, due to the possibility funding ceasing in 2019, 

the CMO is seeking to diversify its revenue portfolio. The Chairperson talked about to 

diversifying its revenue streams: 

Yeah, and that's what really we're working on at the moment, because that gives us 

some time to actually, probably for the first time, sit down and really work out the business 

model.  

Most participants expressed their preference for generating revenue from diverse 

sources, but government funding still appeared to be first choice of revenue for expansion and 

future successful delivery of mental health services. According to the participants, the capacity 

of government funding is much wider than other revenue sources and to ensure continuation 

of funding, the CMO aims to convince the government about their value and importance: 

I think we probably have to look at all avenues possible.  I think always the 

government is going to be the major funding body.  I do not think any of the avenues are going 

to come close to what a government contract can offer. I think we will probably be looking at 
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putting explaining better what is actually occurring and arguing why that actually deserves 

to be better resourced from government.   

The treasurer agreed that government funding is important for expansion because it is 

guaranteed whereas grants and other sources are not: 

Government funding. They might say, "We are going to give you $140,000 for the next 

twelve months."  You know every quarter that you are going to get $40,000 every quarter, or 

something.  You know it is guaranteed, whereas charitable funding sometimes do not come 

through.   

A board member believed that, if the current funding department is unable to continue 

the funding, several other government departments may be able to, such as, the Department 

of Law and Justice. The member states: 

If the current funding department wants to invest in NDIS, there are a lot of other 

government departments within the health structure that could fund us.  Even if it is law and 

order to fund us because it is a law and order issue there.  Some of the programs we do are 

law and order anyway.   

A board member believed that it is the moral responsibility of the government to 

continue to fund the CMO in the future in view of the services they are providing and 

government should not simply direct the CMO to seek revenues from other sources such as 

philanthropic organizations. 

We would prefer our source of funding coming from the government because we are 

only a small population group and there are many hands out there for that small amount of 

funding.  There is no good to say we can get our funding from that organisation..  If they use 

it as a punitive means, I would say they are not caring.  Not caring at all. 

Government funding mechanism 

Before assuming the role in 2016, the Chairperson was working for the current 

funding government department of the CMO, and was a part of a team working towards 

reinventing mental health policy in the NT including current funding mechanisms. The 

Chairperson provided some very useful, insights and critical information regarding the 

funding mechanism of the department, which highly affects CMOs and their performance. 

Chairperson informed that there is a not proper performance evaluation system at a 

government level to decide funding for mental health CMOs. The current performance criteria 

are basic box ticking, a simple rollover process and favour large CMOs. The overall system 

lacks vision, leadership and continuity. The Chairperson also highly criticised the recently 
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introduced grant management system of the government, which is again quantitative and lacks 

quality standards. 

No proper evaluation system 

The chairperson explained that there were no proper performance evaluation criteria 

in the department on the basis of which further funding to a CMO could be decided. The 

criteria were simply ‘ticking boxes’ without any quality consideration and feedback from 

consumers. The continuity of funding was decided merely by the face value of a CMO. In this 

scenario, large and old CMOs are likely to benefit from this flawed system. 

The performance criteria were extremely minimal.  To my understanding, it was 

extremely limited.  It was more just very basic benchmarks.  It was not really - there was no 

real consideration of the quality of services that were produced or consumer feedback in any 

way.  It was about as minimal as you could get in terms of box-ticking.  It was generally taking 

the organisation at face value for what they say they did.  There was no objective checking to 

see if what they said was actually what was truly occurring on the ground.   

The chairperson acknowledged that based on this flawed evaluation system, some 

organizations were receiving funding without any significant performance output and 

evaluation, and the funding was rolling over annually. 

The documentation and the feedback from the services were more like basic box-

ticking.  It wasn't comprehensive in any way, shape, or form.  I know it might sound surprising, 

but there was no process.  There were a certain number of organisations, and they were all 

receiving a certain number of funding from a particular type of service.  There was no question 

of, "So they do this service, they do this service, they do this service."  There was never any 

opportunity for any exploration beyond that in making a decision to refund them.  It was just 

like a rollover process. 

Lack of leadership and vision 

There was a lack of leadership in the department to lead and manage the proper grant 

management system and to restructure it on a rational basis. Even the internal employees of 

the department were concerned about the current mechanism of allocating funding. 

When I was working there, I did not actually observe that there was a coherent 

process around criteria, I think it really lacked leadership to be able to put in some very basic, 

common sense processes that need to be in place.  I think there is a huge amount of scope for 

work that could be done to improve how those grants are managed.  It was just a question of, 

were existing services as they stand already going to receive funding for next financial year.  

I know that a lot of people in the Directorate had questions about value for money, and where 

the money was already allocated, that was the best use of that resource, let us put it like that. 
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The department hired an expert to revamp the grant management system. This expert 

in turn, hired more experts, including the chairperson, to bring about change. However within 

a few months the expert resigned leaving the change process incomplete. 

The [person] who originally recruited us left.  That kind of left the ball in the air, and 

I think anyone else really… I think [person] had a plan in…mind, but no one else picked that 

up once [person] left, so we all kind of just drifted. 

There was only one person who was managing the evaluation process without any 

support to decide the further continuation of funding to CMOs. 

What I saw as I came into the service was a system that was already in place.  It was 

under-resourced and neglected. There was one worker who had not received much support, 

who was basically managing all of those different grants. 

New grant management system 

The department had recently introduced a new computer-based grant management 

system to operate the funding mechanism. 

So they were actually introducing… When I was there, there was a lot of discussions 

around a system called the Grants Management System that was being introduced.  A lot of 

money had been spent within government at a system’s level to get this IT-based program 

service operational.  

 According to the chairperson, there was only one person who was made responsible 

to implement the new system and he was provided with the necessary training. However, the 

computer based software system was thought to be lacking the human values and process 

which are to be taken into consideration before deciding the funding for any service. The 

software was more like a mathematical equation which was supposed to work on numerical 

figures:  

  However, the guy who was in my team who was a single worker working on all those 

contracts went on the training and he would become familiar with that system and he had very 

serious concerns about how useful that was going to be, because it was like it was a computer 

database.  There was not really much human thought that necessarily went into it.  It was 

more like a mathematical equation that is being programmed into a computer, and it did not 

necessarily account - or it did not really take into consideration all the values and processes 

that you would normally go through when you are looking at funding. 

 This person also left the department: 

The [person] writing the evaluation till it was not finished yet and he left, and then it 

was abandoned! As far as I understand, they never even implemented it.  Very frustrating 

environment to work in.  Very, very frustrating. 



123 
 

 

 

 The feedback from the chairperson regarding the government internal system to 

manage the funding seems to negatively impact the CMOs, where funding is not decided on 

the basis of performance. The CMOs, especially the small ones, which are highly depending 

on their performance outcomes in terms of value and quality that may be significantly 

impacted by this mechanism and their all efforts to convince government about their quality 

may be ignored. 

Summary 

Using the thematic analysis, 12 main themes emerged from the data. These themes were 

distributed into 3 main categories. Among the 12 themes, 7 were related to government 

funding and were clustered into first main category, government funding. This category was 

further divided into 2 sub-categories, called negative impacts and positive impacts of 

government funding in order to address the first research question, “what is the impact of 

government funding on the performance of CMOs in the mental health sector in the NT”. The 

first sub-category, negative impacts, contained 3 themes, lack of resources, uncertainty and 

improper evaluation system and several sub-themes which hinder the performance of the 

CMO. The second sub-category, positive impacts, contained 4 themes, stability, no mission 

drift, independence and accountability as a result of government funding which facilitates the 

performance of the CMO. These themes also contained several sub-themes.  

The second sub-category, other sources of income, was comprised of 4 main themes, 

donations, grants, commercialization and factors important for future successful service 

delivery to address the second research question, “what other sources of income can CMOs  

use for successful delivery of mental health services with possible impacts on their 

performance?”. These categories addressed the possibility and potential of other sources of 

income for current and future successful service delivery. 

The third main category was comprised of the 12th theme and called government 

funding mechanism. This theme explains the NT government funding mechanism to the 

mental health CMOs, which also impacts the performance of the CMOs. This category 
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comprised several sub-themes related to the NT government funding mechanism, such as, no 

proper evaluation system, basic box ticking criteria, quantity based and not quality, under-

resourced, lack of leadership and vision and new grants management system. 
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CHAPTER 6 

Discussion 

Chapter Outline 

This chapter which critically examines the findings in the light of the 

literature on CMOs and the research questions which drove this study, is 

divided into three parts. The first part discusses the negative and positive 

impacts of the NT government funding on the CMO to address the first 

research question. These positive and negatives impacts have been 

critically appraised in the light of existing literature and studies. The 

second part of the chapter discusses the findings on the other revenue 

sources for successful service delivery to address the second research 

question and also appraises these findings with existing literature and 

studies. The final part of the chapter presents limitations of the study and 

recommendations for future areas of research which emerged from this 

study. 
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Chapter 6 

Discussion 

The first research question is related to the impacts of government funding on the 

performance of the mental health CMOs in the NT. In order to address this question, impacts 

of government funding, which emerged from the previous chapter, have been presented in this 

section and have been categorised as negative and positive impacts. Negative impacts of 

government funding include lack of resources, uncertainty of government funding and lack of 

performance evaluation system. The positive impacts include enhanced performance, 

efficiency and autonomy as a result of government funding and accountability requirements. 

These negative and positive impacts have been compared with previous studies in the NT and 

Australia.  

Negative Impacts 

Lack of resources 

According to the annual report of the CMO, government funding constitutes 90 to 

95% of the CMOs’ income, yet, the findings showed that government funding is insufficient 

and the CMO struggled to operate at its optimal efficiency and capacity. The lack of resources 

for improving Aboriginal health is well-known (Lloyd & Wise, 2010). The funding shortfall 

led to constraints including lack of capital infrastructure such as space, building, transport, 

understaffing and underpayment of staff. The themes which emerged related to the negative 

impacts of government funding on the CMO clearly commensurate with the findings of earlier 

studies in the NT which reported the shortages of resources including space, buildings, 

vehicles and transport and lack of staffing and associated facilities for staff as hurdles in the 

performance of CMOs (Lloyd & Wise, 2010, Si et al., 2008, Spooner & Dadich, 2010). The 

uncertainty of government funding as a result of political and policy changes and the 

introduction of NDIS is another factor affecting the performance of the CMO. 

Lack of resources such as buildings, office and treatment space, and transport are major 

constraints in the performance of the CMOs in the NT and Australia (Spooner & Dadich, 
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2010). Demographically, the NT is a remote area and sophisticated transportation resources 

are required for coordination and provision of services to far-flung communities. However the 

lack of transportation resources is causing a significant hindrance for the CMO in the delivery 

of effective mental health services. The same dilemma has been highlighted in previous 

studies in the NT where the barriers in developing communication with communities in the 

NT included a shortage of transportation resources (Si et al., 2008). The NT CMOs are 

concerned about the high costs of providing services to regional and remote areas (Spooner & 

Dadich, 2010). Perkins et al. (2013) in their study on mental health service delivery in remote 

and rural Australia also concluded that travel cost in remote and rural Australia is the main 

hurdle in provision of mental health services.  

The lack of resources is not only affecting the CMO-client relationship, but inter-

organizational relationships (IORs) as well. The lack of effective communication networks 

and support arrangements among the CMOs is a barrier in the performance of the CMOs in 

the NT (Si et al., 2008). The CMO may not be able to provide some services to its clients, 

therefore, it partners with its counterparts to manage the provision of required services to its 

clients.  There are only thirty four mental health CMOs operating in the NT and they partner 

with others to deliver the best and maximum to their clients. In this partnership strategy, the 

relationship among CMOs is built on mutual help and support, and lack of resources 

negatively impact this mutual help and support and ultimately the mutual relationship of 

CMOs.  

Understaffing, as a result of insufficient government funding, has emerged as another 

constraint in the performance of the CMO from this study which authenticates the results of 

previous studies in the NT. The lack of generalist and specialist workforce shortage in remote 

and very remote Australia is the reason behind dismal mental health conditions (Perkins et al., 

2013). CMOs are concerned about attracting staff in remote locations and providing associated 

benefits including accommodation, transport and offices for their staff (Spooner & Dadich, 

2010). As a result of understaffing, the CMO has to rely on the volunteers. Although, 

volunteers are the biggest strength of the CMOs and they have been an integral part of human 
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services CMOs, yet, the dedication and performance of volunteers as compared to full-time 

staff has always remained questionable. Availability, performance and commitment of 

volunteers cannot be matched with the full-time staff. However due to a shortage of finances, 

the CMO cannot hire the required number of full-time staff. 

Understaffing has also led towards extra burden on the existing employees of the 

CMO which has caused discontent and grievance among the employees. Employees 

complained that due to a shortage of staff their workload has significantly increased. 

They deliver many extra services beyond their scope and mandate for which they are 

not paid. Due to extra burden employees are unable to maintain a work-life balance. 

This is consistent with the findings of the Australian Productivity Commission Report 

(2010) in which insufficient funding to CMOs was reported to have caused 

understaffing, casualization of staff, demoralization, job uncertainty and extra 

workload. 

Uncertainty  

Besides the lack of resources as a result of insufficient funding, the CMO was 

highly concerned about future government funding uncertainty, as conveyed by all the 

participants from chairperson to the treasurer. The dilemma of uncertain government 

funding, and its negative impacts on the CMOs, which emerged from the data, is 

continuously echoed in different studies and surveys in the NT and more broadly 

across Australia. Government funding uncertainty has directly resulted in the loss of 

staff and reduction in the services to clients (Mental Health Australia, 2014; Australian 

Productivity Commission, 2010).  As a result of the uncertainty of government 

funding, the CMO is unable to undertake any long-term planning which is necessary 

to develop effective and long-term relationships with the communities. This may be 

one of the most vital reasons behind the questionable performance of the CMOs not 

only in the NT but across Australia.  
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The continuous changes in the nature of the contract agreement are also adding up to 

the uncertainty factor of government funding to the CMO. The government often changes the 

nature of the contract agreement and its clauses (Spooner & Dadich, 2010), such as, duration 

of the contract, which adds to the uncertainty of the continuity and durability of the contract. 

Before 2014 the NT funding department awarded a three-year contract. In 2014, it was 

changed from three years to two years and now in 2016, it is again expected to be changed 

into one year contract. No CMO can operate confidently in one year contract. No long term 

planning to deliver wider results can be undertaken. In this scenario, the CMO is bound to set 

very short term objectives which significantly lack the potential to deliver promising 

outcomes.  

External elements such as political factors also emerged as a strong concern in this 

study which markedly enhances the uncertainty of government funding and have repeatedly 

been mentioned in previous studies. NGOs felt under constant pressure due to change in 

government policies, legislations and priorities (Spall & Zetlin, 2004). Political motives have 

influenced the resource allocation to CMOs in the NT (Spooner & Dadich, 2010). Funding 

decisions for mental health service providers in the NT are based on political rather than moral 

imperatives (Lloyd & Wise, 2010). Government policies are short term, lack continuity and 

are subject to change, with a change in the political regime. Each new government tends to 

introduce its own policies, objectives and strategies to achieve these objectives and the mental 

health sector in no exception. There is concern and anxiety within the CMO about its future 

after the 2016 federal and NT elections. If the Liberal party is elected in the NT, they may 

revamp the whole system and bring their own policies. Again, this uncertainty has forced the 

CMO to focus on short-term objectives and avoid any long term planning.  

The introduction of the National Disability Insurance Scheme (NDIS) has also been 

seen as a threat for the CMO. Since the NDIS is linked with mental health patients with 

permanent impairment who will be supported through individualised packages, it will 

significantly reduce the number of patients by the government definition, hence also reducing 

the community services and funding for CMOs. 
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No proper performance evaluation system 

The NT government lacks a proper system to timely evaluate a service and decide the 

funding continuity which triggers the uncertainty factor. However the dilemma of last-minute 

funding decisions is not only NT-based but is Australia wide. This fact is evident from the 

letter written by Federal Health Minister to the Prime Minister on 23rd June 2015, signed by 

hundreds of mental health CMOs, complaining that their current contracts were ending in June 

2015, and till March 2015 they had not heard any decision about the continuation of their 

funding.  

NT government performance evaluation system is mainly based on the factors like 

age and size of the organization and performance is a secondary factor in this decision system. 

This finding confirms the notion that CMOs that are large, well-established and professional 

attract more government funding as compared to small and medium CMOs (Spooner & 

Dadich, 2010). The CMO was awarded extra funding, more than it demanded in the previous 

financial year, in recognition of its contribution and achievement and next contract it was 

intimated that its funding would be discontinued after 2019. This finding indicates that the 

decisions regarding continuation of funding are not based on performance but other factors. 

Although, government is a major funding source for mental health CMOs in the NT, 

the government performance evaluation system is questionable. The performance criteria are 

minimal and involve basic box-ticking. The performance standards and outcomes are mainly 

number based as outlined in the NT government service agreement.  All the output measures 

have been quantified into the numbers of hours, occasions of services and number of activities 

which mean that the higher the numbers a CMO presents, the higher will it be ranked on 

performance charts. These criteria are quantitative graphs and numbers and lack qualitative 

aspects. Further, it is a rollover process which favours large CMOs which are in a better 

position to achieve high numbers, for instance, conducting more workshops a year and 

arranging more activities. This evaluation system lacks quality aspect such as, feedback from 

clients or a ground change in the community mental health profile to evaluate the success of 

a program of a CMO. This may be the reason behind the fact that despite spending huge money 
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in increasing the number of mental health services in the NT, the quality and results have not 

improved (Nigel, 2010). This finding also matches with the earlier findings of several other 

Australia wide studies in which numbers and quantity of mental health services in Australia 

increased but quality did not (Hickie, 2014; Jorm, 2014; Pols & Oaks, 2011). 

The NT government also lacks vision, expertise, leadership and continuity in devising 

and managing an effective grant management system. Different people come with different 

ideas and systems for short periods, and without permanence, as they leave their systems to 

become redundant. Recently, the funding department introduced a new computer based 

software grants management system. This program is again numerically based and lacked 

values or quality input of services. There was only one person who was trained to use this 

software and later left the department, leaving the new system useless. With such 

arrangements, NT government struggles to do justice in allocating the funds to deserving 

CMOs and identifying the undeserving ones. 

Moreover, in the presence of such an evaluation system which favours large CMOs, 

small CMOs feel threatened and feel deprived of their rights. While large CMOs are known 

for their number and diversity of services, they are not renowned for their good links with 

their clients, however, on the contrast, young and small CMOs may not be able to offer diverse 

services, but are recognised for their strong links with their clients, which is the base of quality 

service (“Small NGOs and Large NGOs”, n.d., para 3 & 5). Favouring large CMOs and 

leaving out small ones for government funding, may be  other reasons for substandard mental 

health quality services in the NT. Rawsthorne (2005) reinforced the same concept that the 

Australian contractual funding system disadvantages and destroys the small CMOs which are 

rich in social capital, and favours larger ones. 

The NT has the highest Indigenous population and therefore several Indigenous 

CMOs are working in the NT. Although Indigenous and non-Indigenous CMOs’ programs are 

collective for all affected mental health patients, the participants feel that there is a trend of 

favouring Indigenous organizations and the evaluation criteria are minimal for the Indigenous 

CMOs which favours their ability to attract government contracts. This has not only caused a 
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threat and deprivation among other CMOs but has affected the mutual collaboration and 

cooperation among Australian CMOs (Rawsthorne, 2005), and has a negative effect overall.  

Positive Impacts 

Stability 

Despite the several disadvantages which hinder the performance, as stated above, 

government funding is still the preferred choice of revenue for the CMO. Frumkin and Kim 

(2002) assert that government funding dominates other sources due to its volume and no other 

source has the capacity to match it and it significantly enhances the efficiency and 

effectiveness of non-profits. The CMO views government funding as the most stable source 

of revenue with easy access and streamlined process of application. There are simple sets of 

procedure with basic box ticking to fulfil the requirements for funding as compared to other 

sources like grants and donations.  

Government contractual funding has been criticised for its negative impact on 

Australian CMOs (Carey, Braunack-Mayer, 2009; Rawsthorne, 2005), however the CMO is 

quite satisfied with the contractual funding system. The CMO finds the elements of surety and 

continuity in the contractual funding system. Whatever government promises to give, it gives 

until the end of contract. The CMO knows in advance how much money it is going to receive, 

for which it can plan and prioritise its operations for improved and efficient service delivery. 

Contract funding also involves accountability which helps the CMO to remain honest and 

trustworthy with public money. In this study, contractual funding has appeared to have 

positive effects on the performance of the small CMOs in the NT. 

Despite facing the problems of shortage of capital infrastructures like place and 

transport, the CMO is receiving enough money to continue its necessary services. The CMO 

receives the requested money from the government and in fact, has never faced significant 

budget cuts and has never been forced to wind down its services up till now. This has urged 

the CMO to keep focusing on government funding only for its survival and not to focus on 

other sources of revenue. This finding shows that the budget cuts on the NT mental health 

CMOs from $ 3.64m in 2008-09 to $3.56m in 2012-13 (-0.5% decrease) (Australian Institute 
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of Health and Workforce, 2014), have not impacted on the CMO, which falls in the small 

category. 

No mission drift 

Government funding does not always result in mission drift to the CMO (Rawsthorne, 

2005) in the NT. Although government is the principal party in the process of setting the end 

goals and objectives, the CMO enjoys a substantial participation in the goal-setting process. 

This finding is in line with Rawsthorne (2005) finding that two-thirds of CMOs in the study 

expressed satisfaction over participation in policy and program development at government 

level, however contrasts with Spooner and Dadich (2010) who concluded that NT CMOs were 

reported as being driven by government priorities rather than by their mission statements. 

Once goals are set with mutual consent, the CMO is completely independent and free to devise 

its strategies to achieve those goals according to its planning.  

The government input and guidance is always warmly welcomed by the CMO because 

participants think that they are small organization and therefore lack the capacity and 

knowledge to set their end goals independently. But government involvement in goal setting 

does not distract the CMO from its core mission to serve the community as Carey and 

Braunack-Mayer (2009) proposed that government funding draws the Australian CMOs away 

from their communities. This establishes that government involvement can possibly enhance 

the productivity and performance of the small CMOs in the NT.  

To avoid mission drift, the CMO also uses the negotiations very effectively in 

mutually setting its goals and objectives with the government (Parks, 2008).  The negotiation 

process also facilitates the creation of a healthy relationship between the CMO and the 

government. Negotiation process involves interaction with government at all levels, with 

individuals, with associations, with departments, with politicians, with experts which 

enhanced the popularity and goodwill of the CMO. It significantly helped in networking with 

the stakeholders to open new horizons of opportunities.  

Although minimal, the involvement of NT government is thought to be justified by 

the CMO on the notion that since the government is the major funder, it has the legitimate 
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right to interfere. CMO does not view this involvement as interference and intrusion in its 

business, rather as guidance and supervision. Moreover, participants acknowledge that 

government involvement is only limited to a very small sphere and mostly does not muddle 

into the affairs of the CMO. 

The CMO is of the view that mission drift is not always linked with government 

funding but mainly depends upon other factors including the size and workforce of a CMO. 

Mostly large CMOs have a diverse field of services and to earn revenue to finance their large 

operations, can adopt corporate services (Rawsthorne, 2005) which can cause mission drift. 

However this CMO is mainly a small category organization with only a few operations, 

therefore, is in the best position to remain on track and ensure quality. That is why the CMO 

is of the opinion that NT government in its evaluation mechanism should always focus on 

quality and not numbers. Similarly, participants think that management of a CMO also plays 

a role in causing a mission drift. If management is not visionary, dedicated and focused, it can 

put the CMO on the wrong track.  

Autonomy 

The CMO enjoys complete independence and autonomy and does not feel threatened 

at all due to government funding. This finding negates the finding from earlier scholars, such 

as, Hamilton and Maddison (2007) and Phillips (2006) that government funding constrains 

the independence and autonomy of the CMOs in Australia.  

Moreover, the clauses of service agreement have also been termed as vital tools in 

putting the checks on CMOs’ independence and autonomy on CMOs (Spooner & Dadich, 

2010), however, the NT’s major funding department uses a very flexible contract agreement. 

It does not contain unnecessary conditions and clauses. There are no unnecessary reporting 

requirements. The CMO is only required to forward certain reports at fixed times and besides 

that there are no probing into the businesses of CMOs.  

Due to the minimal interference of government, the CMO did not have to undergo any 

major structural changes or isomorphism which can result in bureaucratization or 

professionalization of the CMO. Government funding can cause voluntary and community-
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based organizations to gradually transform into more bureaucratic organizations to deliver 

government programs (Carey & Ayton, 2013). However, this CMO is completely consumer 

based and is very successful to maintain its identity and carry a typical structure of non-

government organizations.  

The CMO is also free for lobbying at any level for its interests. Australian State 

Governments try to restrict the ability of the CMOs to engage in lobbying (Gray, 2013), 

however this CMO is free to lobby for its interest, such as, funding increase, for any legal 

issues or for any matter related to its survival and existence.  

However the government does put some restrictions when it comes to money matters. 

For example, service agreement contains a condition of spending at least seventy percent of 

provided funding for the mental health services. But it again helps the CMO to stay in their 

specified boundaries which in return increases their efficiency and output. 

Accountability 

Besides the spending restrictions, there are several other checks by the government 

on the CMO to ensure the accountability of the CMO. However, the benefits of this 

accountability outweigh the negatives aspects. Many NT CMOs deemed accountability as 

important (Spooner & Dadich, 2010), to keep the CMOs efficient and does not affect the 

performance of the CMOs at all. The participants realise and accept the fact that they have 

been provided with the public money for which they are responsible and accountable. This 

perception has made the CMOs to remain loyal to their mission and refrain from 

mismanagement (Lu, 2015; Parks, 2008). 

The CMO is required to submit bi-annual performance reports to the NT government 

funding department. This report contains its progress in the past six months and is an important 

source to convey its success to the government. This report brings the positive image of the 

CMO and sometimes on the basis of these reports, CMO is rewarded, for example, the 

government provided extra money to the CMO in last financial year in recognition of their 

achievements. This finding points that reporting and accountability requirements can 

potentially leave a positive impact on the small CMOs in the NT.  
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Moreover, detailed expenditure reports are also required to be forwarded to the funder 

department regularly, but CMO takes this legitimate on the basis that since this is the tax 

payers’ money, it is the moral duty of the government to keep check on CMO. In addition, 

since CMO is a consumer based, sometimes it may become irrational in spending the money 

and this financial reporting requirement prevents to take any irrational spending decision. 

Government accountability enables CMOs to work hard, cut unnecessary expenses and 

improve their efficiency (Parks, 2008). When organizations are convinced that government 

funding is linked with financial reporting compliance, they ensure the compliance which 

increases efficiency (Verbruggen, Christiaen & Milis, 2015). 

Usually the accountability requirements bring extra burden to the CMOs and they lack 

proper resources to accommodate such requirements (Spooner & Dadich, 2010). The 

accountability and record keeping requirements has significantly affected the workload of 

Australian CMOs (Cunningham, Baines & Charlesworth, 2014). However this study could 

not confirm these claims. The NT government’s accountability requirements are completely 

streamlined and do not put any significant administrative burden on the CMO. There are 

simple procedures to follow. The government uses templates to write the reports which are 

easy and straight forward.  

The accountability requirement is not only for the CMO, but it is a two-way process. 

CMO by continuously reporting its achievements through performance reports conveys its 

success to the government, enabling government to take informed and rational decision about 

funding continuity. In this scenario, if the government decides to fund an underperforming 

CMO, it can be accounted for that.   

Other revenue sources 

This section examines the findings in relation to research question two: What other 

sources of income CMOs can use for successful delivery of mental health services with 

possible impacts on their performance? 

Other sources of revenues CMOs can use for successful delivery of their services 

include grants, donations and commercialization. In order to address this question, first the 
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CMO’s approach towards using these resources is presented and then reasons and implications 

of this approach are discussed in view of existing literature and studies in the NT and Australia. 

Furthermore, CMOs viewpoint for important financial factor for future successful service 

delivery has also been analysed. 

Australian CMOs generate 17% from fees and charges, 39% from commercialization 

and 7% from fundraising whereas only 30% from government (Zappala & Lyons, 2006). 

However the CMO unfollows this trend and does not use these different sources of funding 

and completely rely on government funding. The foremost reason is the sufficiency of 

government funding to the CMO to run its daily operations. The CMO always receives the 

proposed money from the NT government due to which it needs not to focus on other sources 

thus follow revenue concentration strategy. The revenue concentration strategy has so far 

positively impacted the CMO to deliver its services. This important finding shows that revenue 

concentration strategy can be more beneficial for small CMOs in the NT. 

Among all other sources of revenues, grants are the only source which finds a small 

place in CMOs’ financial portfolios, with about five to ten percent of the total annual budget. 

However these grants are not applied very passionately and regularly, but are occasionally 

only when advertised. All the participants disapproved the grants because they are 

unguaranteed, small in amount and numbers and are being chased by numerous organizations. 

Grants are usually unpredictable and unstable (Khieng, 2014). Furthermore, grants are usually 

for small activities, like a weekly based program, and lack the potential to cover any big 

program or part of any big program. Grants are not preferred because they lack the capacity 

to match and substitute the government funding.  

Moreover, the CMO is of the view that major donating bodies such as philanthropist 

organization themselves are facing acute funding shortages and are unable to provide grants 

for CMOs due to which it is useless to pursue the grants. Government grants have become 

difficult to acquire and only cover short-term projects, therefore, CMOs needs to seek funds 

from other sources more actively than in the past (Kelly & Lewis, 2010). 
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This finding has revealed that the concept and scope of grants have been completely 

misunderstood by the CMO. Grants always supplement the government funding and never 

substitute them. Grants are unpopular due to their small capacitive nature, but they can add to 

the financial portfolio of a CMO, especially in the crises times. They can cover the contingent 

expenditures of the CMOs which are not covered by the government funding. Moreover, 

grants are positively associated with bringing the legitimacy to the CMOs and non-profits. 

Grants can signal the trustworthiness and quality of a CMO to its services (Herzer & 

Nunnenkamp, 2013). 

Donations and commercial activities are other important sources of revenue, but the 

CMO is not allowed to fundraise or undergo any commercial activity as per its service 

agreement with the government. Any such endeavour comes in a conflict of interest zone 

which forces the CMO to stay away from fundraising and commercialization activities. 

Sometimes the CMO is offered individual donations which are not accepted because that is 

considered unacceptable conduct. This finding shows that in some instances, service 

agreement significantly limits and constrains the independence of the CMO which can 

negatively impact the performance. However, on the contrary, such restrictions may help the 

CMO to remain focused on its core mission and not engage in income generating activities 

which can cause mission drift. 

However, again, lack of fundraising and commercial activates have not impacted the 

CMO so far, and the CMO seemed least bothered about such restrictions by governments. The 

main reason is the sufficient government funding up till now to run their operations. CMOs 

receive enough funding to finance their services without focusing on other revenue sources.  

Although the lack of other revenue sources has not impacted the mental health of 

CMOs up till now, yet, the importance of these sources cannot be denied. Donations highlight 

the altruistic nature of a CMO (Zappala & Lyons, 2006), which are faith-based where 

performance does not matter hence easy to acquire (Sokolowski, 2012; Bowmen, 2006) and 

are flexible and unrestricted (Mitchell, 2014). Similarly, commercialization is attributed to be 

more reliable (Eikenberry & Kluver, 2004), brings self-sufficiency to the CMOs (Mitchell, 
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2014) and helps to subsidise the programs (LeRoux, 2004). In view of the future uncertainties 

faced by the CMO, like a political change in the NT or introduction of NDIS, these revenue 

sources can potentially fill the government funding gap. 

Factors important for future successful service delivery 

Receiving enough funds from government to carry out its operations so far and 

restrictions on fundraising and commercial activities have greatly underpinned the CMO’s 

philosophy to rely on revenue concentration. This philosophy has helped the CMO so far to 

deliver its services successfully and on the base of this fact, CMO views government funding 

as an only factor for its success in future. Although CMO is aware of possible funding issues 

in future, and want to diversify its revenue sources, still it views the government funding as a 

major factor of its success and does not seriously consider and rely on other sources for its 

survival. Government funding allows the CMOs to expand substantially and achieve greater 

efficiency (Frumkin & Kim, 2002).  

The dependency of the CMO on government funding is up to the extent that if current 

government department becomes unable to continue to finance, CMO expects another 

government department to fund it but is not willing to diversify its revenue streams from 

different resources. The CMO considers the funding to mental health services as a moral 

responsibility of the government, and if the government becomes unable to fund it anymore, 

it will be considered as negligence by the government. This key finding indicates that small 

CMOs in the NT consider government funding inevitable for their future survival and 

continuity. 

Although, government funding and support are vital for success and survival of any 

non-profit organisation (Hafsi & Thomas, 2005), especially the small and young ones, the fact 

cannot be denied that governments can never meet the ever expanding scopes and expenditures 

of non-profit organisations: the greater the funding, the wider becomes their sphere of 

operation. In such a context, the CMO must expand its financial options and explore other 

revenue sources as Zappala and Lyons (2006) suggested that Australian CMOs earn only 30% 

from government funding and rest 70% comes from other sources.  



140 
 

 

 

The responsibility of promoting the culture of focusing on other revenue sources 

mainly rests upon the NT government. Globally, with the outburst of the non-profit sector, 

governments are finding it impossible to finance all non-profit organisations, and are 

encouraging them to become involved in fundraising and commercialization to fund 

themselves. Australian governments have also encouraged the market-driven solutions in view 

of growing community needs (Zappala & Lyons, 2006). The NT government should also 

consider removing such restrictions from their service agreement for fundraising and 

commercial activities and CMOs should be allowed and encouraged to openly undertake such 

activities to generate extra funding. Government should encourage CMOs to realise the 

importance of these revenue sources. CMOs can use income from these sources to finance 

their capital resources demand including buildings or transport. This will also help to provide 

relief to the government in times of financial crises.  

Conclusion 

This chapter drew upon the discussion based on the findings of this study in view of 

the literature review and the research questions. The NT government is the major funding 

source of the CMO. However, government funding is insufficient to meet the demand of 

capital resources of the CMO including space, building and transport resources. This lack of 

resources significantly hinders the performance of the CMO. Uncertainty of the government 

funding as a result of diverse factors, like, the introduction of new programs, such as National 

Disability Insurance Scheme (NDIS) and political change is also associated with the 

underperformance of the CMO. Another negatively influencing factor is inappropriate 

performance evaluation system and grant management system of the NT government to access 

the performance of CMOs and decide the funding continuity. The performance evaluation 

system is quantity based, under-resourced and lacks vision and leadership. This system 

favours large CMOs, leaving out the deserving CMOs, especially the smaller and younger. 

The negative impacts of government funding on the mental health CMO in the NT which 

emerged from this study confirms the results of most of the other studies in the NT and 

Australia. 
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Nonetheless, government funding is still the preferred choice of revenue due to its 

stability and certainty and constitutes the major portion of CMO’s annual income. Generally, 

the CMO is satisfied with the amount of government funding to provide its services to 

communities. The CMO generally received the requested funds and has not faced budget cuts 

so it has not needed to focus on other sources of revenue such grants, donations or commercial 

activities. This demonstrates that government funding has positively impacted the small 

CMOs in the NT to provide their services successfully and achieve their objectives. 

Moreover, most criticised outcomes of government contractual funding and 

accountability requirements such as mission drift and less independence of the CMOs, as 

highlighted in most of the Australian based studies, could not be confirmed from this study 

and appeared to have no negative impacts on the performance of the CMO, rather, these 

aspects have strengthened the CMO. This finding also confirms Spooner and Dadich (2010) 

conclusion that impacts of government funding on CMOs are mixed in Australia. NT 

Government contractual funding has resulted to make the CMO efficient and effective and 

keep it on track. The accountability and reporting requirements have also been accepted 

openly by the CMO and are viewed important to keep it honest and authentic. NT government 

provides its input in goal setting in mutual negotiation with the CMO and this input is 

considered as support, not as interference. Furthermore, NT government provides complete 

independence and autonomy to the CMO to achieve its goals and objectives.  

However the CMO does not consider other sources of revenues, grants, donations and 

commercialization very beneficial for its success hence completely rely on revenue 

concentration philosophy. CMO cannot undertake fundraising and commercialization as per 

its service contract restrictions. Such restrictions have contributed to shaping up the 

philosophy of the small CMOs to view government funding as the only factor for their future 

success and survival and ignore other revenue sources.  

In view of deteriorating mental health conditions in the NT, increasing community 

services needs and future factors like NDIS and political change, it should be the responsibility 
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of the NT government to promote the culture among the CMOs to focus on other revenue 

sources as well to bring more stability to the CMOs and financial relief to the government.  

Strengths and limitations of the study 

Although the findings of this study in relation to government funding impacts on 

mental health CMOs in the NT commensurate with several other studies in Australia,  several 

new dimensions emerged which have not been previously reported in any study in the NT and 

which may be taken into consideration for effective and efficient delivery of mental health 

services in the NT. The fragile and inappropriate performance evaluation system and grant 

management system of the NT government which is negatively impacting the small CMOs 

and their services, is exposed. Also, the impacts of other government programs, like NDIS on 

the CMOs emerged. The CMOs’ approach towards other important sources of revenues, 

grants, donations and commercialization is also a significant finding.  Last but not least, the 

findings may provide the directions to NT government for developing the culture of resource 

diversification among CMOs for greater stability. 

The main limitation of this study was the single case study method which limits 

generalisation of results which may be different in different settings depending upon the field, 

region, size, revenue sources and culture of the CMOs, therefore results may be generalised 

with caution. Moreover, the research has been conducted with CMOs perspective, whereas, 

the major stakeholder, government’s perspective is not included in this research which can 

potentially bias the findings towards CMOs favour. 
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CHAPTER 7 

Conclusion and Recommendations 

Chapter Outline 

This chapter briefly revisits the problem area, research questions and 

rationale for this study. It then summarizes the key findings. Next, it 

discusses the possible contributions of the findings to the existing 

knowledge which can help the CMOs and the government practitioners 

and policy makers. Finally, the recommendations are presented to 

conclude the chapter and this study.  
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Chapter 7 

Conclusion and Recommendations 

Summary of problem area  

Worldwide, community managed organizations (CMOs) have become a vital tool for 

mental health service delivery, and Australia is no exception. There are 800 mental health 

CMOs working in Australia and 34 in the NT. However, despite having a wide network of 

mental health CMOs, the performance of these CMOs in Australia and especially in the 

Northern Territory (NT) is highly questionable and different Australian based survey reports 

and studies have identified different reasons for this questionable performance.  One of the 

most discussed reason is the insufficient funding which hinders the performance of the mental 

health CMOs. The budget cuts to the community services since last few years are adding fuel 

to the fire. The problem of insufficient funding is much graver in the rural and remote areas 

including the NT where the cost of service delivery is much higher than urban areas. Since the 

government funding is the major revenue source, it has been criticised most widely. Besides 

the insufficiency, government contractual funding and accountability requirements have also 

been criticised for causing mission drift, loss of autonomy and structural changes in the CMOs 

which consequently affect performance. 

Research questions and findings 

In view of this criticism on government funding in Australian based literature, this 

thesis attempts to investigate the impacts of government funding on the mental health CMOs 

in the NT, which makes the first research question; what are the impacts of government 

funding on the mental health CMOs in the NT. Secondly, in order to minimise the dependence 

on the government funding and its related negative impacts, this study tries to figure out other 

possible revenue sources the CMOs can use, including donations and commercialization and 

this makes the second research question; what other revenue sources the NT mental health 

CMOs can use for future successful mental health service delivery. Although there are many 

Australian based studies which reported the impacts of government funding on the CMOs, 



145 
 

 

 

very few have reported the potential use of other revenue sources. Moreover in the NT, no 

prior study has been conducted to address these two questions which justify the rationale for 

this study. 

Based upon the findings of this study, the answers to the research questions are as 

follow. 

i) What is the impact of government funding on the performance of the CMOs in 

the mental health sector in the NT? 

The findings revealed that negative impacts of government funding on the NT mental 

health CMOs are the same as those which have been reported in most of the previous 

Australian based studies. These negative impacts which constrain the CMO’s performance 

include lack of resources, such as, lack of space, building and transport facilities, 

understaffing, dissatisfaction among employees, the uncertainty of government funding due 

to political factors and the introduction of NDIS.  Improper NT government performance 

evaluation system and the grant management system which is quantity based and favours large 

CMOs also appeared to be impacting the CMO’s performance. However interestingly, this 

study could not establish the prior claims that government contractual funding and 

accountability requirements cause isomorphism, mission drift and loss of autonomy and 

hinder the performance of the CMOs, rather these were found to be strengthening the CMO. 

CMO enjoys significant participation in goal setting with the government through negotiations 

process with complete independence and autonomy to achieve those goals. Contractual 

funding and accountability keep the CMO honest and on track which consequently boosts 

performance. Moreover, CMO always receives its proposed money from the government and 

never faced budget cuts. Generally, the CMO is satisfied with the money it receives from the 

NT government. This finding suggests that NT government funding has positively impacted 

the small and medium mental health CMOs in the NT and budget cuts in last few years have 

not impacted these CMOs. 
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ii) What other sources of income CMOs can use for successful delivery of mental 

health services with possible impacts on their performance? 

It has emerged that CMO does not view other sources of revenues viable including 

donation and commercialization and does not pursue them actively or willing to pursue them 

in future. Moreover as per government service agreement, CMO is not authorised to fundraise 

for commercialization. However, these factors do not impact CMO because it always receives 

its required money from the NT government. Furthermore, CMO views government funding 

as an only essential factor for future successful service delivery.  Restrictions on fundraising 

and commercial activities and receiving proposed money from the government to finance its 

operations have greatly underpinned the CMO’s philosophy to become resource dependent 

and continue to view government funding vital for its future.  

Contributions to the findings  

This study contributed the following findings into the existing literature on NT mental 

health CMOs; 

1. The problem of lack of resources including transport, space and manpower in the NT 

has not been changed over the time as they were reported in earlier studies conducted 

almost a decade ago, such as, Si et al. (2008). These lack of resources continue to 

hinder the performance of the CMOs. 

2. Introduction of the NDIS in the NT in 2019 could critically impact the performance 

of the CMOs and small and medium CMOs seriously feel their existence in threat 

after 2019 NDIS rollout. Besides, possible political and policy change after 2016 

elections has also created an unrest among CMOs. 

3. The NT government performance evaluation and grant management system is 

quantity based and lack quality aspect which could be a reason behind qualitative 

uplift of mental health in the NT.  
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4. This quantity based performance evaluation system and grant management system 

tends to favour large CMOs which could possibly deprive small and medium CMOs 

from their due right and share of funding. 

5. The CMO is satisfied with the funding from the NT government to continue its 

operations and has never faced any budget cuts. This indicates that the recent budget 

cuts and insufficient government funding may not have impacted the small and 

medium CMOs in the NT. This could be due to small budget requirements from these 

CMOs. The continuous and uncut funding due to small budgets can result in 

uninterrupted provision of services, which could yield good results in the long run. 

6. The prior findings that government funding causes isomorphism, mission drift and 

loss of autonomy may not always be the truth. The CMO plausibly enjoys significant 

contribution into the final goals setting process which helps it to stay focused on its 

core mission. This indicates that the NT government reasonably provides complete 

independence and autonomy to the mental health CMOs to achieve their goals and 

objectives. 

7. The contractual funding and accountability requirements have been more willing 

accepted by the CMO. This establishes that, it could be easier for the government to 

keep check on small and medium CMOs for rational use of taxpayers’ money which 

can enhance the performance and outcomes of CMOs. 

8. There is a restriction on undertaking any fundraising and commercial activity on the 

CMO for generating extra revenue. This kind of restrictions can result in shaping up 

the philosophy of a CMO to become absolute resource dependence. Due to these 

restrictions, a CMO can never explore the potential of other revenue sources. 

9. This resource dependence philosophy as a result of restrictions on fundraising and 

commercialization, can lead a CMO to continue view government funding essential 

for its survival and continuity. This absolute dependence on government funding and 

not exploring other revenue sources may impact the CMO in the crises time. It may 

also cause a continuous and never-ending financial burden on the government.   
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Recommendations 

The above-mentioned findings lead to present following recommendations for future 

research which may help the practitioners and policy makers in the NT to further strengthen 

the mental health delivery system. 

1. Further research should be conducted to devise a mechanism and long-term policy to 

address the enduring problem of essential resources scarcity. Areas should be 

identified where lack of resources problem is of critical importance, such as, remote 

and most rural areas of the NT. 

2. The relationship and potential impacts of NDIS on mental health CMOs should be 

thoroughly researched, especially in the NT, where mental health conditions are worse 

as compare to other states. Since CMOs are an important stakeholder in mental health, 

they should be taken on board, and their perceptions and feedback on the modalities 

of NDIS should be investigated. 

3. An urgent attention is required to devise a quality based performance evaluation and 

grant management system at NT government level which should be uniform and 

impartial for all CMOs. In this regard, experimental studies can be helpful to 

investigate the funding models in relation with patient outcomes. 

4. Research from other parts of Australia shows that CMOs across all fields earn a 

substantial part of their revenue from donations, grants and commercial activities. 

However potential of these sources is still unexplored for NT CMOs which should be 

explored, investigated and promoted in the NT for greater stability of the CMOs. 

5. The phenomenon of revenue diversification and its impacts, such as, crowding 

in/crowding out, which has been widely discussed in the non-profit literature, could 

not be investigated in this study, since the CMO does not use donations and 

commercialization. This phenomenon may be researched in the NT mental health 

CMOs which use revenue diversification strategy more actively. 
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6. To promote the culture of other revenue resources rests primarily on the shoulders of 

the NT government. Research should be conducted at government level to promote 

the culture of using other revenue sources in the CMOs with their possible 

implications, advantages and disadvantages. 

Concluding Remarks 

As stated in chapter six, one of the main limitation of the case study approach is the 

generalisibility of the results. The ability of a case study for generalisibility of its results on 

future studies depends upon the quality of the results from a study. In this regard, Bauer and 

Gaskell (2000) provides a very distinct and convenient approach to assess the contribution and 

quality of context-driven small case studies-of which this study is an example. Their proposed 

approach contains a set of criteria which can be used to judge the rigour of a study. The criteria 

includes triangulation and reflexibility, procedural clarity, surpirise element and 

communicative validation. This criteria will be used to discuss the rigour of this study in 

following paragraphs. 

  In this study, triangulation and reflexibility was ensured by collecting data through 

different sources in relation to different prespectives of community mental health services, as 

mentioned in chapter 4. Moreover in order to thoroughly investigate the matter under 

consideration, the whole system was analysed in its original context to keep the personal bias 

out.  

Secondly procedural clarity was tried to acquire by clearly narrating the transparent 

account of methods used in this study and the way they helped and facilitated in data collection 

phase. Each method has been further supported with a practical example from data collection 

phase to enhance the clarity and understading for the reader. 

The third factor of surprise element enables the results of case study for further 

critique and opens up the new horizons for future studies. There were several surprise findings 

emerged during this study, such as, maintainance of autonomy and independence of the CMO 

with government funding, viewing government interference as input and not valuing other 
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financial resources including donations and commercial activites by the CMO. These 

interesting findings can yield several new topics for future research.  

Finally, communicative validation provides a vital tool to assess the quality of a study 

and link it with future studies. This dimension is in progress as the results of this study are 

being compiled in articles form for publication in national and international journals.   
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Appendix A 

Information Sheet for CEO 

Topic: Community Managed Organizations (CMOs) in the Northern Territory 

Mental Health Sector: Sources of funding and their impact on service 

delivery 

Investigator: Tahir M Ali 

Supervisors: Associate Professor David Arthur (Principle Supervisor) 

Dr Flora He (Co-Supervisor) 

Ms Sue Stewart (Co-Supervisor) 

 

What is the project about? 

This study aims to; 

1.  Examine the sources of funding for CMOs in mental health services in NT and 

their impact on service delivery  

2.  Explore the financial factors important to providing and maintaining future 

services of CMOs in mental health services in the NT  

 Who is undertaking the project? 

The principle supervisor Dr David Arthur who possesses extensive research 

experience in health and the nursing sector and works closely with clinicians in the 

mental health sector in the NT. He also is an experienced clinician, mental health 

educator and developer of mental health nursing curricula.  

The student Tahir M Ali has had considerable research experience in the UK and 

Pakistan in the management field. He worked for more than 5 years in the health sector 

and is well versed with health research related requirements and protocols.  

What are the benefits of the research project? 

Through the study we hope to better understand the impact of changing sources and 

amounts of funding on CMOs, as well as how reliant CMOs are on government and 

other sources of funding. In a climate of financial change we also hope to shed light 

on what alternative financial sources might be available for CMOs help strengthen the 

delivery of effective mental health services in future. 

What will I be asked to do? 

If you agree to participate in this project, we would seek your permission to interview 

10-12 community workers and finance managers of your organization. We would 

appreciate your assistance to disseminate a plain language statement containing the 

details and significance of the project among such employees having more than 5 

years’ experience. Interested participants may then contact the researcher directly to 

participate in an interview. We would  



167 
 

 

 

also appreciate the opportunity to interview the CEO. Annual Reports of your 

organization will also be consulted to track the financial fluctuations and their impacts 

on services e.g addition/withdrawal. Other documents like HR records may also be 

requested to consult in order to trace the impacts of financial fluctuations on personnel 

management in terms of hiring/firing. 

Are there any risks associated with participating in this project?   

There are no discomforts or risks. The interviews will be based on straightforward 

questions about funding and experiences working in a CMO. Participants will be 

provided with the interview guide so that they can decide whether or not to participate. 

Interviews will be conducted in a venue convenient for the participants. 

Can I withdraw from the study? 

Participation is entirely voluntary, and participants are free to withdraw from the study 

at any time. Then any data collected on that person will be deleted and not used in 

anyway.  

Will anyone else know the results of the project? 

All the data will be analysed by the researcher himself and codes and pseudonyms will 

be used. All the data will be protected on personal password protected laptop with 

backup. Results achieved through data collection may later be published in selected 

journals in which neither the CMO nor the individuals will be identifiable.  

Will I be able to find out the results of the project?  

You will be provided a copy of the results achieved through interviews. 

Ethical Considerations 

Ethical clearance to carry out this project has already been obtained from Charles 

Darwin University, Human Ethics Clearance Committee. Moreover this project will 

be executed in accordance with the Australian Code for the Responsible Conduct of 

Research, as defined by the National Health and Medical Research Council of 

Australia. 

Who do I contact if I have questions about the project? If you have any questions about 

the project, please contact: 

If you have any queries about the project, please contact the researcher 

Tahir Ali 0435827031, tahirali@outlook.com.au 

Or the Principle Supervisor 

Associate Professor David Arthur 03- 99184615 david.arthur@cdu.edu.au 

If you have any concerns about the project, you can contact the Executive Officer of 

the Charles Darwin University Human Research Ethics Committee on the toll free 

number, 1800 466 215 or by e-mail, (ethics@cdu.edu.au).  The Executive Officer can 

talk to the right people at the university on your behalf. 
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Appendix B 

Plain Language Statement 

  

Topic: Community Managed Organizations (CMOs) in the Northern Territory Mental Health 

Sector: Sources of funding and their impact on service delivery 

 

Researcher: Tahir M Ali, Charles Darwin University, Darwin 

 

Supervisor: Dr David Arthur, Dr Flora He, Dr Sue Stewart,  

 

What the 

research is 

about? 

This study aims to examine the financial sources of CMOs in the 

mental health sector in the NT, and the way finances impact on 

successful service delivery. 

Benefits of this 

research 

 

Through the study we hope to better understand the impact of changing 

sources and amounts of funding on CMOs, as well as how reliant 

CMOs are on government and other sources of funding. In a climate of 

financial change we also hope to shed light on what alternative 

financial sources might be available for CMOs to help strengthen the 

delivery of effective mental health services in future. 

How have you 

been selected? 

In view of your experience and length of service, you are one of several 

employees who we are approaching to help us to collect some 

information by participating in an interview. 

What does 

participation 

involve for you? 

 

If you agree to participate in this project, you will be requested to sign 

consent form (attached) for an interview which will take about 45-60 

minutes, and will be audio-taped. The interview will be in a place that 

suits you, which is private and comfortable and so you cannot be 

identified if you wish. The interview will be transcribed and will be 

shown to you to ensure it reflects the exact meanings of the interview. 

An example of some of the questions is attached. 

Are there any 

discomforts or 

risks?  

 

The interview will be semi-structured with no right or wrong answers. 

The interviews will be general discussion, and seeking your opinion 

and no discomfort is expected but you may terminate the interview and 

leave the study at any time you choose. 

Withdraw for 

research 

You are free to refuse to comment on any question or withdraw from 

the interview any time you want. In that case, all the information 

pertaining to you will be deleted and will not be used in any way. 

Privacy and 

confidentiality? 

The selection strategy of participants has been designed for maximum 

confidentiality and to ensure that no information regarding participants  
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Thank you for dedicating some of your time to reading this statement, and considering its 

contents.  

 

This form can be printed and kept for your personal record 
 

 will be disclosed. The provided data will also be totally confidential, 

and no identifying name or information will be used. All the data will 

be presented be pseudonyms and codes. The data will only be analysed 

by the researcher himself. All the data will be saved on password 

protected computer. 

What will 

happen to the 

information 

collected? 

The analysis of the collected data will allow identification of commonly 

occurring themes which will lead towards final results and outcomes of 

the research. Your organization will be provided a copy of the final 

thesis. Results may later be published in selected journals, however 

neither the organisation nor individuals will be able to be identified in 

any reports. 

If you want to 

contact us 

 

If you have any queries about the project, please contact the researcher 

Tahir Ali 0435827031, tahirali@outlook.com.au 

Or the Principle Supervisor 

Associate Professor David Arthur 03- 99184615 , 

david.arthur@cdu.edu.au 

If you have any concerns about the project, you can contact the 

Executive 

Officer of the Charles Darwin University Human Research Ethics 

Committee 

on the toll free number, 1800 466 215 or by e-mail, 

(ethics@cdu.edu.au). The 

Executive Officer can talk to the right people at the university on your 

behalf. 

Ethical 

consideration 

This project will be executed in accordance with the Australian Code 

for the Responsible Conduct of Research, as defined by the National 

Health and Medical Research Council of Australia. Moreover ethical 

clearance to carry out this project has already been obtained from 

Charles Darwin University, Human Ethics Clearance Committee. 

How to 

participate in 

this project?   

 

If you are agreed to participate in this research please sign the consent 

form provided.  
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Appendix C 

CONSENT FORM 

 

Community Managed Organizations in the Northern Territory 

Mental Health Sector: Sources of Funding and Their Impact on 

Service Delivery 

I ---------------------------------------------------------- of ------------------------------------------------

----------- 

Consent to participate in a study to be undertaken by Tahir M Ali of Charles Darwin 

University, Darwin, Australia and I understand the purpose of the research is examine the 

funding sources to our organization, its impacts and to explore the future important financial 

factors for successful mental health service delivery. 

I acknowledge that: 

 The aims, methods, and anticipated benefits and possible risks of the study, have been 

explained to me through plain language statement/information sheet. 

 I voluntarily and freely give my consent to participate in this study through interview 

and I am aware that interview may take 45-60 minutes and will be audio taped. 

 I understand that a pseudonym will be used for presentation of data and no identifiable 

information will be asked, recorded or used. 

 I understand that group results will be used for research purposes and may be 

published in scholarly journals. 

 Individual results will not be released to any person except at my request and on my 

authorisation. 

 I am free to withdraw my consent at any time during the study, in which event my 

participation in the research study will immediately cease, and any information 

obtained will be returned to me or destroyed at my request. 
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Name:______________________________________ 

Position------------------------------------------------------- 

Signature:___________________________________ 

Date:_______________________________________ 
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Appendix D 

Interview Guide 
 

1) What different sources of funding do you have? ( donations/grants, earned income, 

government funding) 

 

2) Do you think you are resource dependence, if yes, how do you manage to retain your 

independence and freedom? 

 

3) How does the current government funding affect the performance and independence of 

your organization to carry out its operations? 

 

4) What do you think about extra administrative tasks and activities your organization 

undertake to secure government funding and how does it affects your organization in 

terms of wastage of time and resources, extra workload etc? 

 

5) What are accountability requirements for your organization and how do they impact 

you? 

 

6) How would you describe a time when your organization faced financial cuts and what 

were the impacts on your organization? 

 

7) What do you feel about revenue concentration (revenue from one source) and revenue 

diversification (revenues from multiple sources)? 

 

8) What other sources of funding you think your organization can use and how important 

are they? 

 

9) What financial factors are important for future of your organization? 

 

10) What criteria donors or governments use to judge the performance in order to decide the 

continuous funding? 
 

 


