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Abstract

Purpose: Charity failure has been a problem that has been plaguing developed countries and
developing alike. In Malaysia, it has been reported that charities faced difficulties in raising
donations due to the difficult economic climate. Past research has provided some evidence on the
role of board diversity on the financial performance of for-profit organizations. This study
examines the impact of board diversity in improving charity financial sustainability.
Design/methodology/approach: A sample of 211 active charities (companies limited by
guarantee) in 2016 was selected. Data on board diversity (age, gender, race and tenure) as well as
financial sustainability were obtained and binary logistic regression via XLSTAT was performed.
Findings: The findings suggested that director tenure diversity significantly predicts financial
sustainability of charities. Age, race and ethnic diversity were found to be not significant.
Research limitations/implications: The implications of the study’s findings mean that charities
in general should embark upon regular new director appointments, in order to maintain a fresh
outlook and to bring in new infusion of skills at the strategic and operational levels.
Originality/value: This study serves to add to the body of literature on board diversity and
financial sustainability in the non-profit context, which had largely been anecdotal or prescriptive
to date.
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Introduction

Charity failure has been a problem that has been plaguing developed countries and developing
alike. In Malaysia, it was reported that charities have difficulties in raising donations due to the
difficult economic climate (Wong, 2016). Several welfare homes were reported to be at the brink
of survival due to the decline in donation levels, such as the Destiny Starting Point Welfare
Association Klang (which runs three homes for delinquent children and one for the homeless,
elderly, blind, people with physical or mental disabilities as well as those with tuberculosis and
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