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INTRODUCTION 

 

In recent decades, the world has become a more volatile environment, with 

economic and financial crises, political instability and increased international 

conflicts, leading to a more complicated situation for organizations worldwide. 

Nonprofit organizations (NPOs) have been particularly affected, as these 

organizations rely heavily on external funding to operate, carry out their activities 

and fulfill their mission. NPOs play a crucial role in society by addressing social, 

environmental and cultural issues that are often not adequately addressed by the 

public or private sectors. All these circumstances have become a major challenge for 

these organizations, since this external funding, which can come from individuals as 

well as corporations or government agencies, can decrease just when the need for 

NPOs’ activities increases, especially in crisis situations. 

 

After the drastic reduction in the funding that these organizations received from 

governments and public institutions as a result of the 2007-08 financial crisis, there 

has been a gradual increase in funding from these sources. However, in quite a few 

cases, they have not yet returned to pre-crisis levels1, making private funding more 

important than ever for NPOs. Hence, private donations have become a vital source 

of funding that allows these organizations to implement their projects and maintain 

their operations in order to fulfill their mission. Moreover, in recent years, 

awareness and importance of social responsibility has increased among both 

 
1 For example: https://coordinadoraongd.org/2022/05/insuficiente-
recuperacion-de-la-financiacion-de-las-ong-de-desarrollo/  

https://coordinadoraongd.org/2022/05/insuficiente-recuperacion-de-la-financiacion-de-las-ong-de-desarrollo/
https://coordinadoraongd.org/2022/05/insuficiente-recuperacion-de-la-financiacion-de-las-ong-de-desarrollo/
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individuals and corporations. This presents an opportunity for NPOs to increase the 

donations they receive from private donors.  

 

It is therefore particularly important to understand the factors that can help 

organizations attract more donations. The literature on the determinants of 

donations to NPOs stems from the work of Weisbrod and Dominguez (1986), who 

developed the Economic Model of Giving through some organizational 

characteristics that explain the level of donations from NPOs. Building on their 

model, previous authors have tested that the success of NPOs in attracting and 

sustaining donations does not depend solely on external factors or donor 

characteristics. Internal organizational characteristics play a key role in influencing 

giving behavior and it is important to identify the key organizational characteristics 

that can enhance a NPO’s ability to secure donations and build lasting donor 

relationships. 

 

From the theoretical perspective, different theories have been proposed to explain 

the factors that may influence giving. Resource Dependence Theory, which states 

that organizations depend on external resources to survive and must develop 

strategies to acquire and maintain these resources (Pfeffer & Salancik, 1978). In 

NPOs, donations are a critical resource, and understanding how to secure and 

manage these donations is essential for organizational stability and success. 

Signaling Theory (Spence, 1973) focuses on the communication of organizational 

quality and trustworthiness to potential donors. NPOs that can effectively signal 

their efficiency, transparency, and impact are more likely to attract donations. 

Signaling these attributes helps build credibility and trust with donors, who prefer 

to contribute to organizations they perceive as competent and reliable. From the 

perspective of Stakeholder Theory (Freeman, 1984), managing relationships with 

all stakeholders, including donors, beneficiaries, employees and the general society 

is important for NPOs. Effectively engaging stakeholders and addressing their 

concerns and interests is crucial to securing donations and maintaining trust. Other 

theories applied to this issue include Legitimacy Theory (Suchman, 1995), which 

emphasize the importance of trust and reputation in attracting donations. Those 
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NPOs that establish a strong reputation through consistence performance and 

communication are more likely to gain and retain donor support. 

NPOs are therefore navigating an increasingly complex and competitive funding 

environment in which understanding the dynamics of giving, including donor 

motivations and NPO strategies, is critical to the sustainability and effectiveness of 

these organizations. 

 

It is in this context of increased need for funding that this doctoral thesis is set, as it 

addresses two different factors that could influence the donations that NPOs receive 

from private donors: social media and cash holdings. We approach this analysis in 

four chapters, looking first at the factor itself and then at its influence on donations. 

Understanding why NPOs use social media, as well as the reasons behind decisions 

to hold cash, is essential to fully understand how these factors affect NPOs’ 

contributions. 

 

The choice of these two factors in particular as determinants of donors' giving 

decisions can be explained by two recent crises –the financial crisis of 2007-08 and 

the COVID-19 pandemic crisis of 2020. Both crises, which are very different in 

nature –the first purely economic and the second health-related– have put NPOs 

under pressure and forced them to face challenges in order to maintain their funding 

and, ultimately, their survival.  

 

Regarding social media, its importance has been most evident since the COVID-19 

pandemic crisis. In fact, research on social media is quite recent due to the novelty 

of these technologies. The increasing integration of digital technologies has created 

new opportunities and challenges for communication and interaction and has 

become increasingly important for any organization, including NPOs. These social 

media platforms reach a wider audience, attract younger donors and facilitate easier 

donation processes. Thus, they provide a favorable environment for attracting new 

funds and donors, which NPOs could use to increase the contributions of NPOs.  

 

In terms of to cash accumulation, cash holdings have proven to be essential for 

organizations in times of financial crisis to survive and overcome difficulties such as 
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the financial crisis of 2007-08. However, in the nonprofit sector, an excess of cash 

holdings has a negative connotation as being an inconvenience to donors and are 

outright dismissed. It is therefore particularly challenging to explain what is the 

dominant effect in the relationship between the amount of cash held by the NPO and 

the private donations received by the organization. When considering the influence 

of cash on donations, it is important to note that NPOs can impact donations no only 

through fundraising tools, but also through their activities and financial decisions. 

In this respect, cash holdings offer several advantages and benefits to NPOs, as they 

provide financial flexibility, that could allow for future growth and act as a buffer for 

adverse situations. Thus, it is important to analyze why NPOs hold cash and whether 

donors actually penalize the decision to hold cash in NPOs —as has always been 

assumed— or whether they view it in a different light. Although some models have 

been developed to test cash holdings in NPOs, they have not explained why NPOs 

hold cash or what theory might explain this decision, and the results of the effect of 

cash holdings on donations are inconclusive.  

 

Thus, this dissertation focuses on the analysis of social media and cash holdings and 

their relationship to private donations outside the scope of US nonprofits, which 

have mostly been used in the literature on both social media and cash holdings of 

NPOs. In particular, we use a sample of Spanish NPOs for the social media analysis 

and a sample of British charities to analyze cash holdings and their effect on 

donations.  

 

We organize this doctoral thesis in four academic articles, included in the chapters 

from the first to the fourth. After this introduction, the first two chapters analyze 

social media, introducing the social media and the determinants of engagement 

(first chapter) and then analyzing their relationship with private donations (second 

chapter); while the third and fourth chapters focus on cash holdings analyzing why 

NPOs hold cash and how holding cash affects private donations, respectively.  

Thus, in our first chapter we analyze the engagement on social media for NPOs. We 

consider different types of variables that could affect the engagement on social 

media, including organizational variables and others more related to social media, 

such as the use of these platforms and the content and characteristics of the posts. 
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This study focuses on Instagram, which is a more innovative platform that could 

generate higher engagement from followers. 

 

The second chapter analyzes how the use of social media translates into donations 

for NPOs. Using the postulates of signaling theory, stakeholder theory and 

legitimacy theory, we study how social media can have an effect on the donations 

that NPOs receive. The variables used include some variables analyzed by previous 

scholars, such as the social media presence, network size, activity or follower 

engagement, and we add the content of the posts as another factor that could 

promote fundraising. We test our model on the four most used social media 

platforms: Facebook, Twitter —now X—, YouTube and Instagram.  

The third and fourth chapters focus on cash holdings. Thus, the third chapter reflects 

on the determinants and models that explain cash holdings in NPOs. We first analyze 

the different theories that could explain why NPOs hold cash (trade-off, pecking 

order and agency theory) and then test which model could be more appropriate to 

explain NPO cash holdings. On the one hand, we take into account the model used in 

for-profit organizations, i.e. the model developed by Opler et al. (1999), and adapt it 

to the unique characteristics of NPOs. On the other hand, we test the model used in 

nonprofit literature, developed by Fisman and Hubbard (2003) and Core et al. 

(2006). We compare these two models and include some other variables that have 

not been previously considered, designing an integrative model with more 

explanatory power.  

 

Finally, in the fourth chapter, we test the effect that excessive cash holdings in NPOs 

could have on the amount of donations the organization receives. While most of the 

literature has only considered the donors perception, we include the behavior of 

NPOs by introducing efficiency and fundraising efforts into the relationship between 

excess cash holdings and donations. We analyze how donors perceive NPOs with 

high cash holdings and we then introduce agency problems (measured by the 

organization’s efficiency) and fundraising efforts of NPOs with excess cash holdings, 

which also affect the final donations received by wealthy organizations.  
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To conclude this doctoral dissertation, we will present the main findings of the four 

chapters, including some of their limitations and future lines of research. 
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GENERAL CONCLUSIONS 

 

This doctoral dissertation provides further insight into the current funding problem 

faced by NPOs. In particular, we have analyzed the role of social media and cash 

holdings as two possible factors affecting the contributions received by these 

organizations. In developing this thesis, we have focused not only on the fundraising 

ability of these factors, but also on the factors themselves, analyzing which 

characteristics have led to achieving greater social media engagement and why 

NPOs hold cash. This thesis represents only a few steps in the journey towards 

understanding these issues, and there are still several avenues of research to be 

explored, but we have made some progress, which is described below.  

 

The main finding of this dissertation is that social media encourages private 

donations, while the effect of excess cash holdings is more complex and depends not 

only on donor assessment but also on the managerial behavior of the NPO. In both 

cases, we consider that the NPO plays an active role in the level of donations it 

receives, that will be affected by how they use social media and by the allocation 

decisions they take when they have excessive cash. Therefore, contrary to what has 

been considered in previous literature, we argue that NPOs are not mere receptacles 

of donations, but that their activities and decisions influence donors’ willingness to 

contribute.  

 

With regard to social media, we have found that these platforms have a great deal of 

potential for engaging the public and as a fundraising tool. However, NPOs have not 

taken advantage of all the opportunities they offer. While NPOs have entered the 
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world of social media by creating their accounts on various platforms, according to 

our results, it is how these platforms are used and what it is posted on them that 

really seems to influence donors’ attitudes. Therefore, to attract the attention of 

potential donors, it is not enough to just be on social media, but to use them 

appropriately. In our first chapter we observed that organizational characteristics 

do play a part in the engagement that NPOs received in social media, but 

engagement is also influenced by the use of these platforms and the content that is 

in line with what users of social media are looking for. It is worth noting that social 

media can be an effective fundraising tool, but NPOs are not actively using it for this 

purpose. From a financial perspective, soliciting donations through these platforms 

can be a cost-effective alternative to traditional fundraising activities. Our second 

chapter, therefore, focused on analyzing the impact of these social media on 

donations. In particular, we have found that posts that explicitly ask people to 

donate to the NPO influence followers’ attitudes towards giving and can have an 

impact on the donations the organization receives. It is also important to note that 

social media platforms differ in both format and target audience, so adapting to the 

platform is a necessary first step to harnessing the full potential of social media. 

NPOs seem to post the same information on every social media platform where they 

have an account, without considering the specificities of each platform, such as the 

preferable post format or the main audience of the platform. Due to these 

specificities of the platforms, some are more focused on building relationships with 

followers and fostering engagement, others can be useful fundraising tools, and 

others have a predominantly younger audience that may not be able to donate 

money but could provide volunteers. Therefore, NPOs should learn about the 

different audiences of each platform and what they are looking for on that particular 

platform. This would allow them to adapt their social media activity and be more 

efficient by using each platform for the purposes for which they are better suited.  

 

Besides the study of social media and their suitability as a fundraising tool, this 

doctoral dissertation has considered NPO cash holdings as a factor influencing the 

contributions received by NPOs. In the nonprofit sector, it is assumed that holding 

cash is against the donors’ intentions and that if an organization holds too much, it 

risks alienating donors. However, this assumption has hardly been tested in the 
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literature. In this respect, NPO cash holdings have only become a topic of interest in 

the literature since the study by Fisman & Hubbard (2003), and this limited 

literature has reached different results and conclusions about the reasons and 

consequences of cash holdings in these organizations. Therefore, in our third 

chapter we have revisited the issue of the reasons NPOs have for holding cash, 

considering that it needs to be re-examined because they are always assumed and 

accepted, despite the limited or inconclusive research on them. To address this 

issue, we have taken the theories and models that have been developed in the for-

profit sector —where this issue has been extensively studied— and adapted them 

to the NPO sector. In this way, we have tested whether they can provide a better 

insight into the reasons for cash holdings in these organizations. With regard to the 

model that better explains why NPOs hold cash, we compared the models based on 

for-profit organizations that derived from Opler et al. (1999), and the model used in 

NPOs, developed by Fisman and Hubbard (2003) and implemented by Core et al. 

(2006). The results showed that the model developed by Opler et al. (1999) seemed 

to be better able at predicting NPO cash holdings’ decisions, although the variables 

specific to the NPO sector added significant value to the model. Therefore, we 

proposed an integrative model that included all the variables adapted from the for-

profit and nonprofit fields. Furthermore, in this third chapter, we argued that the 

different theories used to explain cash holdings in the for-profit sector could be 

adapted to the nature and specific characteristics of NPOs and, according to our 

results, the pecking order theory seemed to explain better cash holding decisions. 

Thus, NPOs hold cash mainly due to information asymmetries and their main 

objective is to avoid having to ask for external funding. Consequently, NPOs may be 

inclined to hold as much cash as possible in order to fulfil this objective. However, 

the nonprofit context has always considered that this would be detrimental to the 

reputation of the organizations and their ability to attract donations.  

 

Our fourth chapter focused precisely on analyzing this complex relationship. 

Whether donors penalize these cash holdings —as expected and commonly 

assumed— or whether they perceive the real reasons why NPOs hold cash, has been 

scarcely explored in the literature to date. Moreover, studies have only considered 

donor behavior towards cash holdings. Nevertheless, the actions of NPOs have an 
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impact on the donations they receive and should therefore be considered. That is, 

the effect of cash holdings on donations is a combination of how donors perceive 

those cash holdings and the behavior of managers of NPOs with excessive cash 

holdings. On the one hand, donors seem to be able to recognize this precautionary 

motive for holding cash and reward these organizations. We, therefore, move away 

from the negative perception of NPO cash holdings. On the other hand, managers of 

NPOs with excess cash holdings reduce their fundraising efforts because they do not 

need as much money from donations to cover the needs of the organization. 

Furthermore, excess cash holdings also decrease the efficiency of organizations due 

to agency problems and a reduced pressure to control costs and achieve a good 

performance. The reduction of both fundraising efforts and efficiency leads to lower 

donations. Thus, there is indeed a reduction in donations received by an NPO with 

excessive cash holdings, but this is not due to direct donor perceptions but rather to 

a reduction in both efficiency and fundraising efforts within the organization itself.  

 

From an empirical point of view, the samples analyzed in the different chapters of 

this thesis are made up of European organizations. More specifically, the NPOs used 

to analyzed social media engagement and the effect of social media on donations 

(first and second chapters), are Spanish NPOs, while for the cash analyses we use a 

sample of British charities. This moves away from the use of US organizations, which 

have been most commonly used to analyze both social media and cash holding 

decisions by NPOs. In addition, the cash holding analyses include within its temporal 

range some years affected by the crisis created as a consequence of the COVID-19 

pandemic. This provides a better insight into the use of cash in a period when it 

could be very much needed, especially for precautionary motives. This could explain 

some differences when comparing our results with those of previous literature 

carried out in different contexts and situations.  

 

This dissertation has several contributions both theoretical and empirical. First, 

from the theoretical perspective, we propose a classification of the variables 

affecting engagement on social media. In addition, our studies support stakeholder 

theory as the most suitable theoretical framework for the relationship between 

social media and donations. Similarly, we contribute to cash holding literature by 
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finding that pecking order theory arguments seem to be better suited to explain the 

reasons behind cash holding decisions in NPOs. Finally, we present the approach of 

the precautionary motive for holding cash as the main explanation for donor 

reaction to organizations with excessive cash.  

 

This thesis also has empirical contributions. In the studies on social media, we not 

only introduce a new and innovative social media platforms such as Instagram, but 

also address a multiplatform analysis including more traditional platforms 

(Facebook, Twitter and YouTube). In those studies, we also include the influence of 

the type of content and the different posting format in both engagement and the 

donations received by the NPO.  Regarding cash holdings, our results show that an 

integrative new model for cash holdings in NPOs based on traditional corporate 

variables and including specific nonprofit characteristics fits better to explain why 

NPOs hold cash. Finally, when analyzing the relationship between excess cash 

holdings and private donation our results confirm a competitive mediation through 

the effects of efficiency and fundraising efforts.  

 

As a result of all these studies, we can also make important recommendations to 

practitioners in the nonprofit sector. First, as already mentioned, NPOs should 

actively participate in social media. They should promote those features of social 

media that can help them increase the engagement of their followers. In addition, 

they should adapt their activity in social media to the different platforms 

considering those that are more efficient for fundraising. They should also enhance 

the fundraising aspect of social media and not just use them for information 

purposes. In particular, they should increase the number of posts actively soliciting 

funds from followers, as these can attract new funds and are currently under-

utilized.  

 

Regarding cash holdings, practitioners could benefit from the model developed to 

estimate the level of cash held by NPOs, as it shows managers how others make this 

financial decision according to the characteristics of the NPO. We also learned that 

NPO practitioners may hold cash as a precautionary measure, without limiting it in 

fear of donor reaction. However, while donors do not seem to penalize cash holdings 
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per se, managers should be aware that their allocation decisions may be detrimental 

to their ability to attract donations, i.e., holding cash does not crowd out donations 

by itself, but the resulting reduction in fundraising and efficiency in NPOs with 

excessive cash does. 

 

Although this doctoral thesis has made some contributions to the literature, it is not 

without limitations, which we will describe in the following paragraphs.  

 

In terms of the empirical analyses, the chapters on social media (chapters one and 

two) use a small sample of organizations. This is due to the fact that data had to be 

collected manually in order to obtain the level of detail required for the study. The 

analyses also focused on a specific sector of organizations (the nongovernmental 

organizations for development, NGDOs). These organizations have their own 

characteristics and may have more involved supporters than other NPOs. As a result, 

some findings may not be readily applicable to all organizations in the nonprofit 

sector. 

 

Moreover, with regard to the studies on cash holdings, the empirical analyses 

include years that were affected by the COVID-19 pandemic, so that the level of cash 

holdings as well as other variables influencing it, may have been affected by this 

situation. This may also reduce the applicability of these results to other situations.  

 

Finally, in light of the results obtained through this doctoral thesis, as well as the 

limitations observed, there are several lines of research that could be addressed in 

the future. First, regarding the impact of social media on NPOs, it would be 

interesting to study the effectiveness of social media as a fundraising tool. In this 

way, while the access to social media platforms is almost always free or has a very 

low cost, using them, posting frequently and creating posts designed for each 

platform requires from both time and resources from organizations. In addition, 

most social media platforms allow donations to be made through the platform itself 

or through links to donation sites, so the contributions received through these 

means could be measured. Therefore, analyzing the costs of social media for NPOs 

as well as those contributions obtained due to these platforms, would allow testing 
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how efficient social media are in terms of fundraising. In addition, it could be 

interesting to analyze not only short-term fundraising, but also whether social 

media through their dialogic capabilities and their ability to raise awareness could 

also enhance the commitment with the organization leading to increased donations 

in the long term. 

 

Regarding the study of NPO cash holdings, among the positive aspects of holding 

cash, some authors have pointed out that holding cash contributes to the financial 

health of NPOs and their continuity in the future. Therefore, it could be interesting 

to analyze whether those organizations with more cash are in fact better suited to 

face obstacles and survive in times of crisis. Along the same lines, future research 

could study whether donors are able to assess that financial health that comes from 

holding cash in the organizations and reward it with more donations.  

 

Another line of research that could be faced in the future would be to enlarge the 

samples used to test the different models. Including more sectors, more 

organizations and even organizations from different countries and contexts could 

help overcome some of the limitations mentioned above and increase the 

transferability of the results to the third sector as a whole. Including more 

subsectors in the analysis of the use of social media in NPOs would make it possible 

to look for differences due to the characteristics of organizations in different sectors, 

which may have different types of donors with different motivations or preferences 

for social media. It would also be helpful to extend the time period over which the 

implementation and use of social media is analyzed, in order to make the results 

more robust. Finally, an international study could allow the introduction of some 

macroeconomic and institutional variables that might be explaining differences 

between the effect of both social media and cash holdings in the contributions 

received by NPOs.  

In summary, this doctoral dissertation continues to explore the factors that 

determine and/or influence NPOs’ giving. First, we have analyzed a new fundraising 

tool such as social media and its ability to raise funds. We have focused not only in 

the availability of social media but also on the use that NPOs make of these new 

technologies. Second, we looked at how financing decisions about cash holdings can 
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also affect private donations. We have changed the traditional approach of only 

considering donor behavior towards cash holdings by introducing the decisions 

made within the NPOs with excess cash holdings. In particular, it should be 

emphasized that donors are particularly concerned with how the NPO’s resources 

are allocated, and therefore, any financing decision taken by the NPOs should have 

to be balanced with a correct allocation of resources in order not to crowd out 

donations. Nevertheless, while we have made progress on these understudied and 

novel issues, there is still a long way to go in understanding how to achieve 

fundraising success.
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