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DIMENSIONS OF NGO SUSTAINABILITY

DIMENSIONS OF NGO SUSTAINABILITY

Seven different dimensions of the NGO sector are analyzed in the 2003 NGO Sustainability
Index: legal environment, organizational capacity, financial viability, advocacy, service
provision, NGO infrastructure and public image. In the Index, each of these dimensions is
examined with a focus on the following questions:

What has been accomplished?

What remains a problem?

Do local actors recognize the nature of outstanding challenges?

Do the local actors have a strategy and the capacity to address these challenges?

PONPE

A brief explanation of the criteria used to evaluate each dimension of sustainability follows:

Legal Environment

For an NGO sector to be sustainable, the legal and regulatory environment should support the
needs of NGOs. It should facilitate new entrants, help prevent governmental interference, and
give NGOs the necessary legal basis to engage in appropriate fund-raising activities and
legitimate income-producing ventures. The legal environment dimension of the Index analyzes
the legal status of non-governmental organizations. Factors shaping the legal environment
include the ease of registration; legal rights and conditions regulating NGOs; and the degree to
which laws and regulations regarding taxation, procurement, access to information and other
issues benefit or deter NGOs' effectiveness and viability. The extent to which government
officials, NGO representatives, and private lawyers have the legal knowledge and experience
to work within and improve the legal and regulatory environment for NGOs is also examined.

Questions asked include: Is there a favorable law on NGO registration? Is the internal
management, scope of permissible activities, financial reporting, and/or dissolution of NGOs
well detailed in current legislation? Does clear legal terminology preclude unwanted State
control over NGOs? Are NGOs and their representatives allowed to operate freely within the
law? Are they free from harassment by the central government, local governments, and tax
police? Can they freely address matters of public debate and express criticism? Are there local
lawyers who are trained in and familiar with NGO law? Is legal advice available to NGOs in the
capital city and secondary cities? Do NGOs receive any sort of tax exemption? Do individual
or corporate donors receive tax deductions? Do NGOs have to pay taxes on grants? Are
NGOs allowed legally to compete for government contracts/procurements at the local and
central levels?
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Organizational Capacity

A sustainable NGO sector will contain a critical mass of NGOs that are transparently governed
and publicly accountable, capably managed, and that exhibit essential organizational skills.
The organizational capacity dimension of the Index addresses the operation of NGOs.

Questions evaluated include: Do NGOs actively seek to build constituencies for their
initiatives? Do most NGOs have a clearly defined mission to which they adhere? Do most
NGOs incorporate strategic planning techniques in their decision making process? Is there a
clearly defined management structure within NGOs, including a recognized division of
responsibilities between the Board of Directors and staff members? Is there a permanent, paid
staff in leading NGOs? Are potential volunteers sufficiently recruited and engaged? Do NGOs’
resources generally allow for modernized basic office equipment?

Financial Viability

A critical mass of NGOs must be financially viable, and the economy must be robust enough
to support NGO self-financing efforts and generate philanthropic donations from local sources.
For many NGOs, financial viability may be equally dependent upon the availability of and their
ability to compete for international donor support funds.

Factors influencing the financial viability of NGOs include the state of the economy, the extent
to which philanthropy and volunteerism are being nurtured in the local culture, as well as the
extent to which government procurement and commercial revenue raising opportunities are
being developed. The sophistication and prevalence of fundraising and strong financial
management skills are also considered..

Questions asked under this dimension include: Do NGOs raise a significant percentage of
their funding from local sources? Are NGOs able to draw upon a core of volunteer and non-
monetary support from their communities? Do NGOs typically have multiple/diverse sources of
funding? Are there sound financial management systems in place? Have NGOs cultivated a
loyal core of financial supporters? Do revenues from services, products, or rent from assets
supplement the income of NGOs? Do government and/or local business contract with NGOs
for services?

Advocacy

The political and advocacy environment must support the formation of coalitions and networks,
and offer NGOs the means to communicate their message through the media to the broader
public, articulate their demands to government officials, and monitor government actions to
ensure accountability. The advocacy dimension looks at NGOs' record in influencing public
policy. The prevalence of advocacy in different sectors, at different levels of government, as
well as with the private sector is analyzed. The extent to which coalitions of NGOs have been
formed around issues is considered, as well as whether NGOs monitor party platforms and
government performance. This dimension does not measure the level of NGOs' engagement
with political parties.
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Questions include: Are there direct lines of communication between NGOs and policy
makers? Have NGOs formed issue-based coalitions and conducted broad-based advocacy
campaigns? Have these campaigns been effective at the local and/or national level at
effecting policy change? Are there mechanisms and relationships for NGOs to patrticipate in
the political process? Have NGOs led efforts to raise awareness of problems or increase
support for a particular position? Is there awareness in the wider NGO community on how a
favorable legal and regulatory framework can enhance NGO effectiveness and sustainability?
Is there a local NGO advocacy effort to promote legal reforms that will benefit NGOs, local
philanthropy, etc.?

Service Provision

Sectoral sustainability will require a critical mass of NGOs that can efficiently provide services
that consistently meet the needs, priorities and expectations of their constituents.

The index reviews questions such as: Do NGOs provide services in a variety of fields? Do the
goods and services that NGOs produce reflect the needs and priorities of their constituents
and communities? Are there goods and services that go beyond basic social needs provided
to a constituency broader than NGOs’ own memberships? When NGOs provide goods and
services, do they recover any of their costs by charging fees? Do NGOs have knowledge of
the market demand — and the ability of distinct constituencies to pay — for those products?
Does the government, at the national and/or local level, recognize the value that NGOs can
add in the provision of basic social services? Do they provide grants or contracts to NGOs to
enable them to provide such services?

Infrastructure

A strong sectoral infrastructure is necessary that can provide NGOs with broad access to local
NGO support services. Intermediary Support Organizations (ISOs) providing these services
must be able to inform, train, and advise other NGOs; and provide access to NGO networks
and coalitions that share information and pursue issues of common interest.

Questions include: Are there 1SOs, NGO Resource Centers, or other means for NGOs to
access information, technology, training and technical assistance throughout the country? Do
ISOs and Resource Centers earn some of their operating revenue from earned income and
other locally generated sources? Do local community foundations and/or ISOs provide grants
from either locally raised funds or by re-granting international donor funds? Do NGOs share
information with each other? Is there a network in place that facilitates such information
sharing? Is there an organization or committee through which the sector promotes its
interests? Are there capable local NGO management trainers? Is basic NGO management
training available in the capital city and in secondary cities? Are training materials available in
local languages? Are there examples of NGOs working in partnership, either formally or
informally, with local business, government, and the media to achieve common objectives?
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Public Image

For the sector to be sustainable, government, the business sector, and communities should
have a positive public image of NGOs, including a broad understanding and appreciation of
the role that NGOs play in society. Public awareness and credibility directly affect NGOs'
ability to recruit members and volunteers, and encourage indigenous donors. The Index looks
at the extent and nature of the media's coverage of NGOs, the awareness and willingness of
government officials to engage NGOs, as well as the general public's knowledge and
perception of the sector as a whole.

Typical questions in this section include: Do NGOs enjoy positive media coverage at the local
and national level? Does the media provide positive analysis of the role that NGOs play in civil
society? Does the general public have a positive perception of NGOs? Do the business sector
and local and central government officials have a positive perception of NGOs? Do NGOs
publicize their activities or promote their public image? Have NGOs adopted a code of ethics
or tried to demonstrate transparency in their operations? Do leading NGOs publish annual
reports?
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RATINGS: GENERAL DEFINITIONS

The NGO Sustainability Index uses a seven-point scale, to facilitate comparisons to the
Freedom House indices, with 7 indicating a low or poor level of development and 1
indicating a very advanced NGO sector. The following section elaborates on the
characteristics of each level of development:

1 NGO sector’s sustainability enhanced significantly by practices/policies in this area.
While the needed reforms may not be complete, the local NGO community
recognizes which reforms or developments are still needed, and has a plan and the
ability to pursue them itself.

2 NGO sector’s sustainability enhanced by practices/policies in this area. Local NGO
community demonstrates a commitment to pursuing reforms and developing its
professionalism in this area.

3 NGO sector’s sustainability somewhat enhanced by practices/policies in this area or
commitment to developing the aspect in question is significant.

4 NGO sector’s sustainability minimally affected by practices/policies in this area.
Progress may be hampered by a stagnant economy, a passive government, a
disinterested media, or a community of good-willed but inexperienced activists.

5 NGO sector’s sustainability somewhat impeded by practices/policies in this area.
Progress may be hampered by a contracting economy, authoritarian leader and
centralized government, controlled or reactionary media, or a low level of capacity,
will or interest on the part of the NGO community.

6 NGO sector’s sustainability impeded by practices/policies in this area. A hostile
environment and low capacity and public support prevents the growth of the NGO
sector.

7 NGO sector’s sustainability significantly impeded by practices/policies in this area,

generally as a result of an authoritarian government that aggressively opposes the
development of independent NGOs.
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RATINGS: A CLOSER LOOK

The following sections go into greater depth about the characteristics in each of the
seven dimensions of the sector's development. These characteristics and stages are
drawn from empirical observations of the sector's development in the region, rather than
a causal theory of development.

Given the decentralized nature of NGO sectors, many contradictory developments may
be taking place simultaneously. Therefore we do not attempt to break out the
characteristics of the seven dimensions into seven distinct steps of development.
Instead, these characteristics are clustered into three basic stages: Consolidation, Mid-
Transition and Early Transition. The Consolidation stage, the highest level of
sustainability and development, corresponds to a score between 1 and 3 points; the Mid-
Transition stage corresponds to a score between 3 and 5 points; and the lowest level of
development, the Early Transition stage, corresponds to a score of 5 to 7 points on the
scale.

LEGAL ENVIRONMENT

Consolidation (1-3):

The legislative and regulatory framework makes special provisions for the needs of
NGOs or gives not-for-profit organizations special advantages such as: significant tax
deductions for business or individual contributions, significant tax exemptions on CSOs,
open competition among NGOs to provide government-funded service, etc. Legal reform
efforts at this point are primarily a local NGO advocacy effort to reform or fine tune
taxation laws, procurement processes, etc. Local and comparative expertise, as well as
availability of legal services and materials, on the NGO legal framework exists.

Mid-Transition (3-5):

NGOs have little trouble registering and do not suffer from state harassment. They are
permitted to engage in a broad range of activities, although taxation provisions,
procurement procedures, etc. may inhibit NGOs' operation and development. Programs
seek to reform or clarify existing NGO legislation, to allow NGOs to engage in revenue-
raising and commercial activities, to allow national or local governments to privatize the
provision of selected government services, to address basic tax and fiscal issues for
CSQOs, etc. The local NGO community understands the need to coalesce and advocate
for legal reforms benefiting the NGO sector as a whole. A core of local lawyers begins to
specialize in NGO law by providing legal services to local NGOs, advising the NGO
community on needed legal reforms, crafting draft legislation, etc.

Early Transition (5-7):

The legal environment severely restricts the ability of NGOs to register and/or operate,
either through the absence of legal provisions, the confusing or restrictive nature of legal
provisions (and/or their implementation), or government hostility towards and
harassment of NGOs.



RATINGS: A CLOSER LOOK

Note: The International Center for Not-for-Profit Law (ICNL) contributed to defining these
stages of development. ICNL's web site (www.icnl.org) provides comparative analyses of
NGO laws.

ORGANIZATIONAL CAPACITY

Consolidation (1-3):

Several transparently governed and capably managed NGOs exist across a variety of
sectors. A majority of organizations have clearly defined mission statements, and many
NGOs utilize strategic planning techniques. Boards of directors exist, and there is a clear
distinction between the responsibilities of board members and staff. NGOs have
permanent well-trained staff, and volunteers are widely utilized. Most NGOs have
relatively modern equipment that allows them to do their work efficiently. Leading NGOs
have successfully developed strong local constituencies.

Mid-Transition (3-5):

Individual NGOs demonstrate enhanced capacity to govern themselves and organize
their work. Some individual NGOs maintain full-time staff members and boast an orderly
division of labor between board members and staff. NGOs have access to basic office
equipment, including computers and fax machines. While these efforts may not have
reached fruition yet, leading NGOs understand the need and are making an effort to
develop local constituencies.

Early Transition (5-7):

NGOs are essentially "one-man shows," completely dependent upon the personality of
one or two major figures. They often split apart due to personality clashes. NGOs lack a
clearly defined sense of mission. At this stage, NGOs reflect little or no understanding of
strategic planning or program formulation. Organizations rarely have a board of
directors, by-laws, staff, or more than a handful of active members. NGOs have no
understanding of the value or need of developing local constituencies for their work.

FINANCIAL VIABILITY

Consolidation (1-3)

A critical mass of NGOs have sound financial management systems in place, including
independent audits and the publication of annual reports with financial statements, to win
potential donors' confidence. NGOs raise a significant percentage of their funding from
local sources, including government, corporate and individual philanthropy, and earned
income. Most NGOs have multiple sources of funding, which allow them to remain viable
in the short-term. A growing economy makes growth in domestic giving possible.
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Mid-Transition (3-5)

NGOs pioneer different approaches to financial independence and viability. While still
largely dependent on foreign donors, individual NGOs experiment with raising revenues
through providing services, winning contracts and grants from municipalities and
ministries to provide services, or attempting to attract dues-paying members or domestic
donors. However, a depressed local economy may hamper efforts to raise funds from
local sources. Training programs address financial management issues and NGOs begin
to understand the importance of transparency and accountability from a fundraising
perspective, although they may be unable to fully implement transparency measures.

Early Transition (5-7)

New NGOs survive from grant to grant and/or depend financially on one foreign sponsor.
While many NGOs are created in the hopes of receiving funding, most are largely
inactive after attempts to win foreign donor funding fail. Local sources of funding are
virtually non-existent, in part due to a depressed local economy. NGOs have no financial
management systems and do not understand the need for financial transparency or
accountability.

ADVOCACY

Consolidation (1-3)

The NGO sector demonstrates the ability and capacity to respond to changing needs,
issues and interests of the community and country. As NGOs secure their institutional
and political base, they begin to 1) form coalitions to pursue issues of common interest,
including NGO legislation; 2) monitor and lobby political parties; and, 3) monitor and
lobby legislatures and executive bodies. NGOs demonstrate the ability to mobilize
citizens and other organizations to respond to changing needs, issues, and interests.
NGOs at this stage of development will review their strategies, and possess an ability to
adapt and respond to challenges by sector. A prime motivator for cooperation is self-
interest: NGOs may form alliances around shared issues confronting them as non-profit,
non-governmental organizations.

Mid-Transition (3-5)

Narrowly defined advocacy organizations emerge and become politically active in
response to specific issues. Organizations at the Mid-Transition level of development
may often present their concerns to inappropriate levels of government (local instead of
national and vice versa). Weakness of the legislative branch might be revealed or
incorrectly assumed, as activists choose to meet with executive branch officials instead
("where the power truly lies.”). Beginnings of alternative policy analysis are found at
universities and think tanks. Information sharing and networking within the NGO sector
to inform and advocate its needs within the government begins to develop.

Early Transition (5-7)

Broad umbrella movements, composed of activists concerned with a variety of sectors,
and united in their opposition to the old regime fall apart or disappear. Some countries at
this stage have not even experienced any initial burst of activism. Economic concerns
become predominant for most citizens. There may be an increase in passivity, cynicism,
or fear within the general public. NGO activists are afraid to engage in dialogue with the
government, feel inadequate to offer their views and/or do not believe the government
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will listen to their recommendations. NGOs do not understand the role that they can play
in "public policy" or do not understand the concept of "public policy".

SERVICE PROVISION

Consolidation (1-3)

Many NGOs provide a wide range of goods and services, which reflect community
and/or local donor priorities. Many NGOs deliver products beyond basic social services
in such sectors as economic development, environmental protection or democratic
governance. NGOs in several sectors have developed a sufficiently strong knowledge of
the market demand for their services, the ability of government to contract for the
delivery of such services or other sources of funding including private donations, grants
and fees, where allowed by law. A nhumber of NGOs find it possible to cross-subsidize
those goods and services for which full cost recovery is not viable with income earned
from more lucrative goods and services, or with funds raised from other sources.
Government bodies, primarily at the local level, recognize the abilities of NGOs and
provide grants or contracts to enable them to provide various services.

Mid-Transition (3-5)

The contribution of NGOs to covering the gap in social services is recognized by
government, although this is only rarely accompanied by funding in the form of grants or
contracts. NGOs recognize the need to charge fees for services and other products —
such as publications and workshops — but even where legally allowed, such fees seldom
recover their costs. While NGO-provided goods and services respond to community
needs, needs are generally identified by foreign donors, or by NGOs in an unsystematic
manner. The constituency for NGO expertise, reports and documents begins to expand
beyond their own members and the poor to include other NGOs, academia, churches,
and government.

Early Transition (5-7)

A limited number of NGOs are capable of providing basic social services--such as
health, education, relief, or housing — although at a low level of sophistication. Those
who do provide such services receive few if any government subsidies or contracts.
NGOs that produce publications, technical services or research do so only for their own
members or donors. There are rarely attempts to charge fees for goods and services.

INFRASTRUCTURE

Consolidation (1-3)

NGO Intermediary Support Organizations (ISOs) and/or NGO resource centers are
active in all areas of the country and provide advanced training, informational services,
legal support and advice, and philanthropic development activities. Efforts are underway
to establish and endow community foundations, indigenous grant-making institutions,
and/or organizations to coordinate local fundraising. A professional cadre of local
experts, consultants and trainers in non-profit management exists. NGOs recognize the
value of training, although the lack of financial resources may remain a constraint to
accessing locally provided training. Topics of available training cover: legal and tax
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issues for NGOs, accounting and bookkeeping, communication skills, volunteer
management, media and public relations skills, sponsorship and fundraising. NGOs
work together and share information through networks and coalitions. NGOs are
beginning to develop intersectoral partnerships with business, government, and the
media to achieve common objectives.

Mid-Transition (3-5)

ISOs and resource centers are active in major population centers, and provide services
such as distributing grants, publishing newsletters, maintaining a membership database,
running a library of NGO literature, and providing basic training and consulting services.
Other umbrella organizations and networks are beginning to be formed to facilitate
networking and coordinate activities of groups of NGOs. Local trainers have the capacity
to provide basic organizational training. Donors' fora are formed to coordinate the
financial support of international donors, and to develop local corporate philanthropic
activities. The value of intersectoral partnerships has not yet been realized.

Early Transition (5-7)

There are few, if any, active ISOs or resource centers, networks and umbrella
organizations. Those that do operate work primarily in the capital city and provide limited
services such as access to computer equipment, faxes, email and meeting space. Local
training and NGO development capacity is extremely limited and undeveloped. Primarily
programs of international donors provide training and technical assistance. There is no
coordinated effort to develop philanthropic traditions, improve fundraising or establish
community foundations. NGO efforts to work together are limited by a perception of
competition for foreign donor support and mistrust of other organizations.

PUBLIC IMAGE

Consolidation (1-3)

This stage is characterized by growing public knowledge of and trust in NGOs, and
increased rates of voluntarism. NGOs coalesce to mount campaigns to increase public
trust. Widespread examples of good working relationships between NGOs and national
and local governments exist, and can result in public-private initiatives or NGO advisory
committees for city councils and ministries. Media covers the work of NGOs, and NGOs
approach media and public relations in a professional manner. Increased accountability,
transparency, and self-regulation exist within the NGO sector, including existence of a
generally accepted code of ethics or a code of conduct.

10
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Mid-Transition (3-5)

The media does not tend to cover NGOs because it considers them weak and
ineffective, or irrelevant. Individual NGOs realize the need to educate the public, to
become more transparent, and to seek out opportunities for media coverage, but do not
have the skills to do so. As a result, the general population has little understanding of the
role of NGOs in society. Individual local governments demonstrate strong working
relationships with their local NGOs, as evidenced by their participation in advisory
committees, consultations, public-private initiatives, and the funding of an occasional
grant, but this is not yet widespread.

Early Transition (5-7)

The general public and/or government are uninformed or suspicious of NGOs as
institutions. Most of the population does not understand the concept of "non-
governmental" or "not-for-profit”, including government officials, business leaders and
journalists. Media coverage may be hostile, due to suspicion of a free but uninformed
media, or due to the hostility of an authoritarian government-controlled media. Charges
of treason may be issued against NGOs. Due to a hostile atmosphere caused by an
authoritarian government, if individuals or businesses donate to NGOs at all, they do so
anonymously.

11



2003 Score Sheet

COUNTRY Legal Env Org Fin Viability | Advocacy Service Infra- Public OVERALL
Capacity Prov structure Image

NORTHERN TIER:
CZECH REPUBLIC 3.0 2.9 1.9 2.0 2.2 3.0 2.1 2.4
ESTONIA 1.8 2.6 2.6 2.0 2.5 2.0 2.2 2.2
HUNGARY 1.3 29 3.3 3.3 2.3 24 3.2 2.7
LATVIA 2.6 2.9 3.3 2.0 25 2.8 2.8 2.7
LITHUANIA 1.6 2.6 3.0 1.6 3.4 2.2 3.3 2.5
POLAND 2.0 2.2 2.8 1.9 2.0 1.9 2.2 2.1
SLOVAKIA 25 2.0 3.2 1.6 2.2 1.9 2.0 2.2
SLOVENIA 3.7 3.5 3.3 3.0 3.0 3.8 3.6 3.4
Regional Average 2.3 2.8 2.9 2.3 2.6 2.6 2.8 2.5

SOUTHERN TIER:
ALBANIA 3.5 4.2 4.6 3.6 4.0 4.4 4.5 4.1
BOSNIA 3.5 3.8 5.4 3.6 4.4 4.5 3.8 4.1
BULGARIA 2.0 4.4 3.7 25 2.9 25 3.4 3.1
CROATIA 2.8 3.8 4.4 3.0 3.4 3.6 3.4 3.5
KOSOVO 3.2 4.3 5.6 3.8 4.8 3.5 3.9 4.2
MACEDONIA 29 3.7 4.5 3.3 4.0 3.3 3.9 3.7
MONTENEGRO 3.4 4.8 5.4 4.3 4.2 4.6 4.7 4.5
ROMANIA 4.0 3.8 4.3 3.8 3.1 3.6 4.0 3.8
SERBIA 4.5 3.8 5.4 3.2 4.1 3.3 3.9 4.0
Regional Average 3.3 4.1 4.8 3.5 3.9 3.7 3.9 3.9

EURASIA:
ARMENIA 3.8 3.6 5.5 3.8 4.0 4.0 3.9 4.1
AZERBAIJAN 5.0 4.8 5.8 4.8 4.8 4.7 5.3 5.0
BELARUS 6.8 4.8 6.2 5.7 5.1 4.8 5.6 5.6
GEORGIA 3.7 4.0 4.6 4.0 4.4 3.8 4.4 4.1
KAZAKHSTAN 4.0 3.8 4.7 3.6 3.9 3.6 3.9 3.9
KYRGYZ REPUBLIC 3.9 4.3 5.0 3.8 3.8 3.8 4.1 4.1
MOLDOVA 3.7 4.2 5.3 4.1 45 3.8 4.2 4.3
RUSSIA 4.3 4.3 4.9 4.5 4.1 4.0 4.6 4.4
TAJIKISTAN 4.3 4.6 5.7 4.5 4.3 4.1 4.4 4.6
TURKMENISTAN 6.7 5.3 6.0 6.1 4.8 5.0 5.9 5.7
UKRAINE 4.0 3.9 4.8 3.4 3.3 3.5 4.4 3.9
UZBEKISTAN 4.2 4.4 5.5 5.1 4.6 4.5 4.3 4.7
Regional Average 4.6 4.4 5.3 4.5 4.4 4.2 4.6 4.6
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NGO tions took plac_e in
SUSTAINABILITY | October 2003 in a
peaceful  atmos-

2003 4.1 phere in which the
2002 4.3 political discourse
2001 4.6 was far more civil
2000 4.6 and far less divi-
1999 4.8 sive than in previ-
1998 4.2 oUS post-
communist  elec-

tions. Numerous domestic NGOs partici-
pated as monitors during the elections
providing 2,200 observers, doubling the
number of such observers from the previ-
ous elections in 2001. Governing struc-
tures remained relatively stable through-
out the year—as opposed to the previous
year—though some instances of fierce
infighting among the ruling party contin-

ued. The opposition party continued to
participate in government and refrained
from its former tactic of acrimonious
charges of deceit and fraud during unruly
public demonstrations. There were no se-
rious threats to public order. However,
corruption remains endemic and perva-
sive.

It is believed that there are currently be-
tween 400 and 800 NGOs in Albania, of
which approximately 300 are active. The
strongest NGOs continue to be those en-
gaged in advocacy, youth issues, and
civic education. Youth appear far more
open to a spirit of voluntarism than their
elders. Women’s organizations, one of
the largest sub-sectors in the NGO com-
munity, are also strong. Service organiza-
tions continue to grow in strength, particu-
larly in light of the World Bank’s emphasis
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on the delivery of social services through
the NGO sector in response to the na-
tional Poverty Reduction Strategy (PRS).
Yet, in monetary terms, the Bank is not
the largest donor in the social sector. The
donor community considers service deliv-
ery a priority since the Kosovo crisis of
1999.

The overall outlook for the sector remains
mixed. The implementation of a progres-
sive NGO law, enacted in 2001, intro-
duced a standardized registration proce-
dure. However, numerous NGOs failed to
register under the new law and NGOs re-
ported incidents of unwarranted intrusions
into their financial affairs by the tax police.
The NGO coalition on anti-corruption was
instrumental in the drafting and passage
of legislation regarding the disclosure of
assets of senior public officials. NGO ca-
pacity building continued but the needs
remain great. The absence of an Albanian

LEGAL ENVIRONMENT: 3.5

history of individual and corporate philan-
thropy, combined with a constricted Alba-
nian economy, indicates that NGOs re-
main donor-driven while the number of
donors in Albania is shrinking.

While the economic growth rate continues
to be impressive, it is from an exceedingly
low base as Albania as one of the small-
est economies in Europe. The economy
remains poor and civil society develop-
ment is sluggish, though slowly improv-
ing. Priorities for development are based
upon the need to combat the pervasive
corruption within Albania: reform of the
justice system, the media, the health care
sector, small businesses, agriculture and
the social services sector.

The current legal environment is generally
favorable to the development of the NGO
sector. While the legislation is perceived
as fair and free, the lack of clear regula-
tions and the im-

LEGAL plementation  of
ENVIRONMENT those regulations

mean that many

2003 3.5 orocedures  re-
2002 3.6 | main opague, in-
2000 4.0 cIudm_g financial
1999 4.0 reporting and
1998 4.0 taxation. How-

ever, standard-
ized forms have
been developed for the registration of
NGOs in the Tirana District Court, judges
trained in their use, and the system intro-
duced, resulting in the reduction of un-
even and arbitrary registration decisions.
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One drawback remains the requirement
that all NGOs register in the Tirana Dis-
trict Court. Tirana NGOs report being able
to register within one week; those outside
of Tirana report that a longer time period
is needed. Generally, free legal services
for registration are centered in Tirana
though legal expertise outside Tirana is
gradually developing. However, this cen-
tral registration requirement should make
it fairly easy in coming years to gather
reliable data on the number of registered
NGOs.

There were no known cases of the state
dissolving a NGO on political or arbitrary
grounds. NGOs are generally able to op-
erate freely and without harassment by
central or local governments. NGOs are
free to address matters of public debate
and express criticism. However, the lack



of clarity in the law and the failure to im-
plement regulations on the tax status of
NGOs led to reported cases of “harass-
ment” by the tax police who often treat
NGOs as businesses rather than NGOs.
However, this “harassment” is not tar-
geted against any one NGO but to the
sector as a whole, through an absence of
understanding of the new NGO legisla-
tion. This is symptomatic of a society in
transition, whereby many new laws are
contradicted by remaining laws. The need
for more clarity and better implementation
of NGO tax regulations is paramount.
This need leads to the slippage on the
Legal Environment Index Score for 2003
from that of 2002.

By law, NGOs serving the public benefit
are entitled to tax exemptions. Corpora-
tions engaged in “sponsorship” and indi-
vidual “traders”—but not those on a wage
contract—are entitled to receive tax de-
ductions for donations. NGOs typically do

ORGANIZATIONAL CAPACITY: 4.2

ALBANIA

not pay taxes on grants received. How-
ever, as noted above, there is a need to
clarify the tax framework and to provide
additional tax benefits to the NGOs. While
the former is a possibility, it is not antici-
pated that the Ministry of Finance will be
open to granting greater tax benefits to
NGOs in the near future.

The legislation allows NGOs to earn in-
come from the provision of goods and
services. It also states that NGOs are free
to compete for government contracts and
procurement. With the growing decen-
tralization of local government units’
budget authority and decision-making ca-
pacity, there are growing opportunities for
NGOs to provide such goods and ser-
vices on contract and procurement
grounds.

Positive change in terms of organizational
capacity continues, though slowly, with
much still remaining to be done. Constitu-
ency building, while seen as improving
slightly, remains the weakest link in the
chain of NGO organizational capacity.
With some exceptions, NGOs view the
donor community

as the constitu-
ency rather than
the local commu-
2003 4.2 nity. Meanwhile,

ORGANIZATIONAL
CAPACITY

2002 4.5 donors other than
2001 5.0 USAID offer little
2000 5.0 .

1999 5.0 in the way _of
1998 4.0 technical assis-

tance or training

to increase the
ability of NGOs to build their local com-
munity development abilities. Establish-
ment of the USAID funded Partners Cen-

ter filled a gap in addressing the capacity
building needs in Albania. In two years,
Partners trained over 750 NGO represen-
tatives in financial management and
transparency, organization and staff
management, internal procedures, project
cycle management and board develop-
ment. The NGO sector, through Partners,
now enjoys a resource center which ad-
dresses the organizational development
needs of the sector at a national level and
supports sector advocacy initiatives.

Strategic planning capacities have im-
proved noticeably though there is a
marked disparity between the abilities of
NGOs located in Tirana and those outside
the capital. Many Tirana-based organiza-
tions create and publish annual plans.
Few outside Tirana do so. Two elements
are seen as fundamental to this develop-
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ment. First, increasingly the donor com-
munity requires NGOs to provide a clear,
coherent, and concise strategic plan as a
prerequisite for funding. Second, Tirana-
based NGOs tend to have larger re-
sources needed to generate an annual
strategic plan than their smaller up-
country cousins.

While many organizations have a rela-
tively clear management structure, nu-
merous organizations lack a clear division
of authority in regard to their purpose
even though the NGO legislation requires
it. Transparency in management and
Board decisions remain weak, with a sin-
gle, and strong leader remaining the pre-
dominant management model. The func-
tions of a Board are often little understood

FINANCIAL VIABILITY: 4.6

and often viewed as an imposition of the
donor community.

Staffing patterns of Albanian NGOs follow
funding patterns, i.e., the greater the
funding, the greater the staffing. Emigra-
tion remains a problem within the NGO
community, with the “best and brightest”
generally, though not always, seeking to
better their financial prospects and quality
of life in opportunities presented outside
of Albania. A volunteer culture is weak in
Albania, a legacy of the previous Com-
munist regime where “volunteers” were
forced into labor-intensive projects. There
is a greater spirit of voluntarism among
those young enough to have escaped this
enforced voluntarism and in smaller, ru-
ral-based initiatives where the common
good is easily discernible.

As noted previously, the NGO sector re-
mains highly dependent on the donor
community for grants and as customers for
their services. Even where the state
moves toward increased participation of
the NGO sector, this development is donor
driven. The history and practice of private
philanthropy remains non-existent. Local
fundraising is hampered by the lack of lo-
cal support and the lack of tax incentives.
Financial viability, without donor assis-
tance, for the vast majority of NGOs con-

tinues to be a target
F\L:\,IAAB’\:SI'?\}_ long to be realized.
2003 4.6 There exists no phil-
2002 4.8 anthropic  organiza-
2001 5.0 tion whereby private
2000 5.0 citizens can support
1999 5.0 myriad organizations
1998 5.0 through a single do-

nation. Local support
is far more prevalent in small, community-
based efforts in the rural areas, again
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where the common good is far more self
evident, than in the urban areas.

Diversification of funding is the exception
rather than the rule. The few NGOs that
enjoy a diverse set of funding sources
tend to be the pre-dominant “think tanks”
in Tirana that are able to respond nimbly
and cogently to donor solicitations. The
number of European bi-lateral donors is
decreasing, and as a result NGO diversifi-
cation abilities, given the lack of a local
market, are also decreasing. As local gov-
ernments begin to understand the concept
of citizen patrticipation and as NGOs begin
to understand the concept that local gov-
ernments may be seen as partners rather
than adversaries, greater numbers of pri-
vate-public partnerships can be antici-
pated. However, how this translates into
practice will remain on a case-by-case na-
ture for the foreseeable future.



The culture of sound financial manage-
ment systems is being cultivated but is not
yet the norm. The number of NGOs with
good systems, along with respectable au-
diting and accounting procedures, is in-
creasing but the majority of NGOs con-

ADVOCACY: 3.6

ALBANIA

tinue to be deficient in this regard. Finan-
cial mismanagement is relatively common
as the NGO sector is not immune to the
culture of corruption so pervasive in Alba-
nia.

Advocacy skills continue to improve.
There was a burst of enthusiasm by NGOs
for their advocacy skills in 2001, due to the
passage of the new NGO law, but this has
been tempered by the reality that the pas-
sage of a law does not necessarily trans-
late into the implementation of the law,
particularly in Albania. Advocacy was also
hampered in 2003 by the challenge of
three different governments in seven
months and the World Bank’s Poverty Re-
duction Strategy, whereby numerous
NGOs moved from an advocacy focus to
providing social ser-
ADVOCACY | vices.

2003 3.6 There was an increase
2002 3.9 in issue-based efforts
2001 3.0 by coalitions of NGOs
iggg j-g during the year. Coali-
1998 4.0 tions around the is-

sues of human traffick-
ing and corruption
launched successful campaigns to raise
public awareness, often to the discomfort
of central government.

Nonetheless, cooperation with local and
national government continues to in-
crease, though not consistently. The NGO
Albanian Coalition Against Corruption
(ACAC) cooperates with the central gov-
ernment’s Anti-Corruption Monitoring Unit
on issues such as the declaration of as-
sets of ranking government officials and
the drafting and implementation of legisla-
tion on conflict of interest and political
campaign financing. As noted above, the

opportunities for local government units to
work with NGOs is increasing. Relation-
ships between NGOs and governmental
units continue on a rudimentary level, but
governmental units are becoming more
reconciled to the role of an effective civil
society in the polity of their decision-
making process.

Political lobbying efforts on the part of
NGO coalitions showed two notable suc-
cesses during the year. The ACAC worked
diligently for nearly 12 months to help draft
and introduce legislation for the declara-
tion of financial assets for over 2,500 sen-
ior governmental officials. Once the legis-
lative draft was agreed on, ACAC, acting
in the face of active negative sentiment in
the Parliament, campaigned both publicly
and behind the scenes for six months to
encourage Parliament to pass the legisla-
tion, which was achieved in February
2003. A coalition of women’s groups ac-
tively campaigned for over two years to
ensure the passage of a Family Code that
ensures women’s property rights and pro-
tection from domestic abuse.

A nascent NGO coalition emerged in
2003, without any donor funding, to ad-
dress the tax regulation issues facing
NGOs. While this indicates far more local
leadership than in the past, the coalition is
faced with the ongoing Albanian problem
of lack of trust of any party and in negotia-
tion with any other parties. The coalition
has yet to reach consensus on the ap-
proach to take or who should lead the ef-
fort. Often international donor presence
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mitigates such mistrust to the point that
consensus can be reached far more rap-
idly between the local participants than

SERVICE PROVISION: 4.0

without such presence. On the other hand,
ownership of this process tends to reside
with the donor rather than the participants.

The current NGO law allows NGOs to pro-
vide goods and services. Due to the intro-
duction of the World Bank’s Poverty Re-
duction Strategy, with its emphasis on the
provision of services through civil society,
particularly the NGO sector, there is a
greater number and diversity of NGOs
providing services than last year. In addi-
tion, other donors continue to prioritize

service provision in
PE%F\Q/Y;:(EN their funding cycles.
Local government de-
2003 4.0 centralization is also
2002 3.9 slowly opening oppor-
2001 5.0 tunities for the NGO
2000 5.0 sector. Services in-
1999 5.0 clude health care, child
care, vocational train-

ing, care for the physical and mentally dis-
abled, HIV/AIDS awareness, and legal as-
sistance to the victims of corruption and
human trafficking. However, delivery re-
mains insufficient to meet demand. Con-
stituencies, while broadening, remain less
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than robust. The quality of the products
and services continues to improve, with a
rising number of NGOs able to sell their
products to other NGOs, academia and
government.

NGOs increasingly understand that there
is a distinct need for some element of cost
recovery. Few, if any, charge even nomi-
nal fees or have any knowledge of market
demand. Even fewer have the capacity to
determine the ability of constituencies to

pay.

Government recognition and support
slowly improves through the mechanisms
of the Poverty Reduction Strategy and the
decentralization process. However, there
are others in government who regard
NGOs as enemies that publicize and high-
light the government’s inability to mitigate
corruption and human trafficking.



INFRASTRUCTURE: 4.4

ALBANIA

Outside of Tirana, there are five resource
centers funded by the Dutch government

through the

INFRASTRUCTURE OSCE. They pro-
2003 4.4 vide access _to
2002 4.6 computer  equip-
2001 5.0 ment, photocopy-
2000 5.0 ing, and language
1999 5.5 training. The cen-
ters also offer

some training and temporary office space.
Dutch funding is phasing out and the
OSCE is seeking alternative sources of
funding. None of these resource centers
charged nominal fees for their services,
pointing again to the lack of a long term,
indigenous strategic plan for the survival of
such centers.

As there are no internet service providers
outside of Tirana, access to the internet is
mainly limited to those within Tirana. Calls
from outside of Tirana are too expensive,
and the land lines too slow, to provide
general access to information for NGOs
outside Tirana. In turn, this helps to ex-
plain the disparity between the develop-
ment of NGOs within and outside Tirana.

Local grant making organizations continue
to be the arms of international donors:
Open Society Foundation, USAID, Democ-
racy Grants through the US Embassy, the
British, and the Dutch predominate.

PUBLIC IMAGE: 4.5

Few NGOs share information with one an-
other. Whatever networks that exist are ad
hoc and fluid, and mutual distrust between
NGOs continues. Coalitions of NGOs
within or across sectors, except for the lo-
cal initiative and the exception noted
above, continue to be donor driven. The
lack of an organized NGO community con-
tinues.

Training materials are readily available in
the Albanian language. The quality of local
NGO training organizations has increased
to the point that an increasingly common
dissatisfaction among NGOs is the lack of
training programs beyond basic NGO
skills. The Partners-Albania Center for
Change and Conflict Management over
the past two years has provided basic or-
ganizational and management skills to in-
digenous NGOs, both within and outside
Tirana. They are pursuing financing from
various donors to continue such training.
Yet those who have captured the skills
taught now seek higher-level training in an
environment wherein most NGOs are not
ready for such advanced training. Uneven
NGO development continues to be preva-
lent. However, the demand for a revision
of training services away from a previous
common base can be judged as an indica-
tion of the increasing maturity and sophis-
tication of parts of the NGO sector.

The public image of NGOs continues to
improve, though slowly and unevenly. The
Electronic Media Law provides for the free
airing of Public Service Announcements
(PSAs). However, the demand by TV and
radio stations for payment to broadcast
PSAs (and any and all other announce-

ments) continues unabated, and that only
those NGOs with the most generous donor
base are able to disseminate information
or amessage. This skews information re-
leased to the pubic to donor driven issues.
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Some Ministers insist on referring to
NGOs as “stooges”. They see NGOs as
fawning on foreign donors to ensure ongo-
ing funding whenever a report is released

PUBLIC IMAGE that indicates a lack
of progress of the

2003 4.5 GOA on any given
2002 4.6 area. On the other
2001 5.0 hand, analysis by the
2000 4.5 media of reports re-
1999 5.0 leased by the NGOs
1998 4.0 remains nearly non-

existent.

Media understanding of the role and work
of NGOs remains weak and incoherent.
On the other hand, NGOs have, for the
most part, been unable to bring a clear
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and coherent message to the media. “Spin
control”, within the media, the NGO com-
munity, and the Government of Albania,
remains an art fundamentally unknown.
Invective continues as discourse, though
the local government elections of October
2003 indicate that the level of invective
has moderated to a point whereby it may
be deemed as moderately “civil”.

There is no Code of Ethics for the NGO
community in Albania, reflecting the lack of
trust among NGOs and the lack of mutu-
ally agreed mechanisms whereby such
agreements can be reached. While lead-
ing NGOs publish annual reports, this is
not typical of the NGO community.
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NGO SUSTAINABILITY: 4.1

Despite few changes in the economic en-
vironment and a series of controversial
elections, Armenian NGOs made progress
NGO in 2003. The

SUSTAINABILITY | NGO community
was Vvery active

2003 4.1 during both
2002 4.2 Presidential and
2001 4.4 Parliamentary
2000 5.0 elections. Re-
1999 5.1

gional-based coa-
litons of NGOs
emerged to coordinate their activities in
the southern regions of Armenia. Through
the joint efforts of NGOs and MPs, the Na-

LEGAL ENVIRONMENT: 3.8

tional Assembly enacted the Freedom of
Information Act. A number of youth-led
NGOs successfully competed with their
elders in obtaining grants from donors.
Two NGO conferences were held in the
regions, resulting in coalitions being
formed around specific issues. A number
of women NGO leaders patrticipated in the
development of Armenia’s National Plan of
Action on Gender. A national association
of NGOs working to combat domestic vio-
lence is being formed. According to the
Ministry of Justice, there are 3,565 regis-
tered NGOs of which two-thirds are active.

There are three pieces of legislation regu-
lating the third sector: the Law on Public
Organizations (2001), a Charity Law

(2002), and a Law on Foundations (2002).
The majority of NGOs in Armenia are reg-
istered under the Law on Public Organiza-
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tions, although now that the Law on Foun-
dations allows entrepreneurial activities,
some NGOs are registering as Founda-
tions — according to the Ministry of Justice
there are 406 founda-
tions in Armenia. A
recent survey of 151
NGOs around the

LEGAL
ENVIRONMENT

2882 gg country showed that
2001 4.0 96 percent of those
2000 4.0 polled would like to
1999 4.0 have the right to en-

gage in entrepreneu-
rial  activities.  Al-
though this issue simmered for two years,
NGOs finally realized that they will have to
conduct a serious advocacy and lobbying
campaign to win an amendment to change
the law. However, given the current com-
position of the National Assembly, this un-
dertaking may meet resistance from par-
liament.

NGOs still encounter a lack of legislation
governing the status of volunteers. NGOs

ORGANIZATIONAL CAPACITY: 3.6

experience difficulties with the Social Se-
curity Fund over social payments for vol-
unteers. For example, in Vanadzor an
NGO is contesting penalties for non-
payment of wages and social security de-
ductions. In response, the NGO held sev-
eral press conferences and started a me-
dia campaign around the issue of volunta-
rism.

Through World Learning, legal clinics are
held in Yerevan and in the regions on a
monthly basis. An ICNL-trained Armenian
lawyer provides legal advice to NGOs and
leads discussions about current legislative
initiatives and status of implementation of
enacted laws affecting NGOs. Legal librar-
ies have also been established in World
Learning’'s regional offices.

The NGO sector progressed in three areas
in 2003: constituency relations, internal
management, and use of volunteers.
NGOs began to reach out to their con-
stituents, enrolling them as members, and

ORGANIZATIONAL | Seeking their in-
CAPACITY volvement on a
variety of issues.

2003 3.6 Many of the
2002 3.9 NGOs  working
2001 4.0 on the rights of
2000 5.0 the disabled have
1999 5.0 large and active
constituencies,

as do those working in the area of poverty
reduction. Board development remains a
challenge for most NGOs. While most of
them have boards, they are mainly figure-
heads with no real involvement in the af-
fairs of the NGO. Although most of the
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older more established NGOs still evolve
around individual leaders, there are a
number of younger NGOs exhibiting sound
management skills. Despite the perennial
chase after grants, many NGOs have
found their niche and resist the temptation
to change their missions with every call for
proposals. NGOs in the regions are in-
creasingly able to compete for funding on
equal footing with those in the capital.
NGOs recruit and make frequent use of
volunteers. A group from nine NGOs
drafted a Code of Conduct for NGOs, us-
ing international best practices. They pre-
sented the draft Code in public meetings
with approximately 100 NGOs throughout
the country. A working group of 20 NGOs
has been established to distribute the draft
code for final recommendations and ap-
proval early next year.



FINANCIAL VIABILITY: 5.5

ARMENIA

The Armenian economy and restrictions
on NGOs carrying out income-generating
activities continue to impede NGOs from
becoming financially viable. The major
source of funding for NGOs continues to
be international donors, and there is an in-
creasing number of
FINANCIAL NGOs able to compete
VIABILITY for this funding. Al-
though there are some

2003 5.5 Armenian Diaspora
2002 5.6 foundations  present,
2001 6.0 they tend to fund hu-
2000 6.0 manitarian  activities.
1999 6.0

There is a weak tradi-
tion of philanthropy al-
though some of the larger Armenian com-
panies have provided in-kind donations to
NGOs working on children’s issues and
the disabled. Only a few NGOs have set
up separate companies so that they can

ADVOCACY: 3.8

carry out income generating activities.
Fundraising has become a priority for
many NGOs who realize that international
donor support is finite. Consultants have
been brought in to provide training and
technical assistance in fundraising. There
has been considerable talk about social
partnerships and social contracting in nu-
merous seminars and roundtables. Al-
though the government is willing in spirit,
they have yet to allocate funding for ser-
vices rendered by NGOs. At the local
level, there is an increasing amount of in-
kind support from regional and municipal
governments to NGOs. The financial man-
agement skills of NGOs have improved as
a result of considerable training and expo-
sure to grants.

One of the most notable successes of
2003 was the increase in NGO advocacy
initiatives. A contributing factor may have
been the controversial Presidential and
Parliamentary elections held in February

and May 2003. The

ADVOCACY NGO community was
2003 3.8 quite active prior to

2002 4.2 and during both elec-

2001 4.0 tions. Whether it was

2000 5.0 organizing concerts to

1999 5.0 get out the youth vote

or debates with par-

liamentary candidates on the issue of dis-
ability, NGOs were quite visible. A number
of NGOs monitored party platforms, some
monitored media coverage while another
monitored political party financing. While

some of the election-related activities were
donor-driven, there were quite a few local
initiatives, including the domestic observa-
tion of the elections, monitoring of political
party financing, and the transportation of
elderly and disabled to polling stations.

Once the new parliament was in session,
MPs invited NGOs to participate as mem-
bers of special independent commissions
on disabilities, human rights and refugees.
A two-year joint effort by a coalition of
NGOs and MPs helped secure the pas-
sage of Armenia’s first Freedom of Infor-
mation Act in September. In addition,
NGOs contributed to National Action Plans
on Gender, Trafficking in Persons, and the
Poverty Reduction Strategy. An increasing
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number of NGOs are involved in initiatives
addressing issues of corruption in a variety

SERVICE PROVISION: 4.0

of areas from schools and pharmaceuti-
cals to small business.

There was no real

SERVICE
PROVISION change in the area of
service provision.
2003 4.0 While a large number
2002 4.0 of NGOs provide an ar-
2001 4.0 ray of social and heath
2000 4.0 services, they do so
1999 5.0 with donor funding. Al-

though the government
recognizes the contribution that the NGOs
are making to society this is not reflected

INFRASTRUCTURE: 4.0

when it comes to budget allocations.
Some social partnership initiatives be-
tween local government and NGOs exist in
the regions but the contributions remain in-
kind rather than payment for services. The
government is beginning to look to NGOs
for expertise on a number of issues but is
not prepared to pay for this type of service.
There is still need for legislation concern-
ing public procurement and a code of con-
duct to go with it.

NGOs in Yerevan and the regions are able
to obtain a wide range of training and per-
sonalized consultations through World
Learning’'s NGO Strengthening Project
and the Armenian Assembly of America’s
NGO Centers. NGOs receive training in
proposal writing, fundraising, financial
management, and organizational devel-

opment. Both of
INFRASTRUCTURE these organiza-
tions also provide

2003 4.0

2002 4.2 grants. There are
2001 4.5 now a few Arme-
2000 6.0 nian NGOs (giv-

1999 55 ing out small
grants for Parent
Teachers Associations and civil society
projects. This summer the Southern Block
Coalition was created and held a confer-
ence with over 150 local NGOs participat-
ing from nine towns. The participants de-
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cided on nine issues that needed to be
addressed and elected board members to
lead working groups on each issue. Rep-
resentatives of local government, mayors,
and members of Parliament attended the
conference. Other active coalitions are
working on issues of domestic violence,
anti-trafficking, anti-corruption and the
rights of pre-trial detainees. There are now
a number of capable Armenian NGO
management trainers providing expertise
to local and international organizations. A
number of partnerships between NGOs,
media and local government were formed
this past year. In Vanadzor, twenty high
school students spent a month “shadow-
ing” local government officials in a project
facilitated by three NGOS. This program is
now being replicated in other regional cit-
ies.



PUBLIC IMAGE: 3.9

ARMENIA

NGOs received considerable coverage in
the print and broadcast media over the
past year. NGOs are beginning to under-
stand public relations and have made
progress in their rela-
PUBLIC tions with the media.
IMAGE A large number of
NGOs use the media,

gggg 28 particularly teleyision,
2001 4.0 as a part of their pub-
2000 5.0 lic awareness cam-
1999 5.0 paigns. However, de-

spite the increase in
press coverage, more work needs to be
done on public outreach. A recent survey
reported that only 30 percent of inter-

viewees were able to name an NGO. On
the positive side, of those who could
name NGOs, 61percent thought that
NGOs are essential or very necessary.
Civil society’s involvement in the elections
was publicly praised by the international
community and was generally seen by the
public in a positive light. The govern-
ment’'s perception of NGOs improved.
The government solicited numerous
NGOs to express their views and opinions
on government working groups. Addition-
ally, businesses took more notice of
NGOs and began to engage in a limited
form of corporate philanthropy.
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2003 Scores for Azerbaijan

Capital:
Baku

Polity:

Presidential
(dominant party)

Population:
8,200,000

GDP per capita
(PPP): $2,936

Fin
Viability

Legal Env Org

Capacity

Advocacy Service

Prov

Public
Image

Infra-
structure

NGO SUSTAINABILITY: 5.0

There are approximately 1,400 registered
NGOs in Azerbai-
jan. However, only
about 300-400 of
these NGOs are

NGO
SUSTAINABILITY

2003 5.0

2002 5.2 active. Of this
2001 4.9 smaller number
2000 5.0 only a few can be
1999 5.7 considered ‘strong
1998 6.4 NGOs' with rea-

sonably developed
organizational ca-
pacity and financial viability. In addition,
there are hundreds of groups that have
formed but are unable to obtain registra-
tion through the Ministry of Justice (MoJ).
The NGO sector is thus characterized by
a small minority of strong organizations
with experience, expertise, and good rela-
tionships with donors and to a lesser ex-
tent government and private sector, while

the bulk of the NGO sector is much less
developed.

The implementation of current legislation
governing NGOs creates major chal-
lenges for the development of the sector.
Amendments made to the Law on Grants,
effective January 2003, require all grant
funds to be registered with the govern-
ment authorities prior to use. The
amended Law also requires NGOs to
contribute 27 percent of consolidated pay-
roll each month into the Social Insurance
Fund. If enforced, these amendments
create additional constraints to the opera-
tional and financial viability of NGOs in
the country.

Azerbaijani NGOs provide a wide variety
of services in the areas of humanitarian
relief, environmental protection, youth,
human rights, gender, civic and legal



education, and economic development.
The majority of NGOs are donor depend-
ent, and therefore service delivery is
driven by donor priorities as much as by
NGO responsiveness to community
needs.

LEGAL ENVIRONMENT: 5.0

AZERBAIJAN

NGOs in Azerbaijan lack the relation-
ships, resources, and capacities to effec-
tively engage in advocacy initiatives on a
wide scale. Lack of developed support
structures, competitiveness among
NGOs, inadequate links with constituen-
cies, and lack of positive public image lim-
its NGOs’ influence on public policy.

The current legisla-
tion governing NGOs
includes the NGO
Law of June 2000,

LEGAL
ENVIRONMENT

2003 5.0

2002 5.0 the Law on the Reg-
2001 5.0 istration of Legal En-
2000 5.0 tities of 1996, the
1999 6.0 amended Grants
1998 7.0 Law of 1998, and in-

ternal MoJ regula-
tions on NGO Registration Procedures.
This body of legislation is often improperly
implemented creating a challenging envi-
ronment for the effective functioning and
development of the NGO sector.

The most significant impediment to the
growth of the NGO sector is the de facto
suspension of NGO registration by the
MoJ, in place for the past three years.
The existing Law on Registration of Legal
Entities, which requires the MoJ to accept
application documents and issue a certifi-
cate of registration or written letter of re-
jection within ten days, is not being im-
plemented properly. Many NGO applica-
tions submitted to the MoJ receive no re-
sponse, while others receive letters con-
taining trivial reasons for rejecting the ap-
plication. In general, there is a lack of
transparency in the registration process.
International donors, diplomatic missions,
and Azerbaijani NGOs have called for im-
proved implementation and a revised Law
on the Registration of Legal Entities to re-
sume and simplify the NGO registration
process; however, these efforts have

yielded no concrete improvements to
date.

Despite the concerted effort of interna-
tional organizations and Azerbaijani
NGOs to stop passage of the amend-
ments to the Grants Law in mid-2002, the
amendments were adopted and came
into force as of January 2003. The
amendments require the registration of
grants (by the donor and recipient) with
the relevant executive authorities prior to
use. With adoption of these amendments,
the previous notification process shifts to
a necessity for validation by the govern-
ment prior to the use of grant funds.

Technically the legislative framework al-
lows NGOs to freely operate. Due to
some inconsistencies in implementation,
however, the ability of NGOs to operate
without restraint often depends on the or-
ganization’s affiliations, type of activity,
and geographic area of operation. Har-
assment takes the form of unscheduled
tax inspections, labor audits, or interrup-
tion of meetings in homes or offices. Ac-
cording to legislation, NGOs can be
closed on the recommendation of the MoJ
through the district courts only after three
warnings are issued. However, as there
are no clear criteria as to what warrants
the issuance of a warning, many NGOs
perceive that they can be closed for trivial
reasons. Thus, while NGOs are nominally
free to operate, engage in public debate
and express criticism, they often under-

27



2003 NGO Sustainability Index

take self-censorship in order to avoid un-
due attention.

The pool of local lawyers who are knowl-
edgeable of NGO law is limited. Most
qualified lawyers are concentrated in
Baku-based legal NGOs. Progress has
been made during the past year in en-
hancing the knowledge and capacity of
legal NGOs as a result of the work local
lawyers have done on the referendum,
amendment to the Law on Grants and
other legislation. NGOs’ access to reliable
legal counsel varies by region. The avail-
ability of legal services is often contingent
on project funding for the NGO providing
legal services. Legal services are pro-
vided through centers and short-term pro-
jects in various areas through legal NGOs
such as Center for Legal and Economic
Education (CLEE), Legal Education Soci-
ety (LES), and Azerbaijan Young Lawyers
Union (AYLU).

ORGANIZATIONAL CAPACITY: 4.8

Current tax legislation creates challenges
for NGO financial stability and sustainabil-
ity. NGOs are eligible for some tax ex-
emptions on grant funding. This includes
a VAT exemption, although the reim-
bursement mechanism for VAT refunds is
not being implemented. As of January
2003, all NGOs, except for those receiv-
ing grants provided through the United
State government assistance program,
are obligated to submit a contribution the
Social Insurance Fund equal to 27 per-
cent of the organization’s staff salaries.
NGOs are able to conduct commercial ac-
tivities. However, the income earned from
these activities is taxed at the same rate
as a commercial entity and is restricted to
specific uses. Additionally, there are no
tax incentives for charitable contributions,
which further limit NGOs’ ability to benefit
from individual or corporate philanthropy.

Most Azerbaijani NGOs are weak in terms
of institutional development, management,

ORGANIZATIONAL and technical ca-
CAPACITY pacty. ~Many
NGOs continue to

2003 4.8 be dominated by a
2002 5.0 strong leader, and
2001 5.0 the organizational
2000 5.2 development and
1999 5.8 activities often de-
1998 6.0 pend on the ambi-

tion, capabilities,

and political connections of this individual.
However, there are signs of growing or-
ganizational strength in some leading
NGOs that are moving toward more par-
ticipatory internal management structures.

NGOs often find it difficult to identify and
recruit qualified, professional staff, particu-

28

larly in regions outside the capital. Em-
ployment contracts are typically restricted
by the terms and availability of grant fund-
ing. Recruitment mechanisms are under-
developed, and many NGOs simply seek
staff or volunteers from immediate circles
of relatives or acquaintances. The poten-
tial of volunteer contributions is being in-
creasingly recognized and the concept of
volunteerism is becoming more widely ac-
cepted, although only a handful of NGOs
effectively use volunteers at the current
time.

Most NGOs have a limited sense of com-
mitment to their stated mission. Outside of
a few, well established NGOs, the majority
of NGOs are driven by the motivation to
gain access to the widest possible range
of grant funding, across various areas of



activity. This strategy is becoming less ef-
fective as the donor community places in-
creasing pressure on NGOs to demon-
strate specific areas of expertise and ex-
perience to obtain project funding. Few
NGOs have undergone strategic planning
and follow up. Some progress is being
made in this area, due in part to strategic
planning seminars conducted by various
international NGOs (e.g., ISAR, SOROS,
IRC). However, strategic planning skills
have not yet gained currency in practical
application, and in general are not being
used to guide the activities of most NGOs.
The majority of NGOs lack perspective on
the value and purpose of developing a lo-
cal constituency. NGOs’ links to constitu-
encies are weak overall, and where they
exist tend to only include short-term link-
ages in relation to funding opportunities.
Some NGO leaders indicate that the ten-
dency for NGOs to be perceived in strictly
political terms (i.e. pro-government or pro-
opposition) hinders effective constituency

FINANCIAL VIABILITY: 5.8

AZERBAIJAN

building among the wider population.
There is a growing awareness regarding
the need for constituencies, and progress
has been made within some target groups
such as youth and women. In general,
however, this is not a priority issue for the
majority of NGOs.

Only a small percentage of NGOs have
professional facilities and office equip-
ment. Most office facilities and equipment
are acquired through donor grant funding.
In the regions, even where equipment ex-
ists, it is often out-dated and cannot be
used effectively due to lack of technical
knowledge and limited access to adequate
utilities. Some NGOs lacking in office
space or equipment are able to access
computers, fax machines, and the Internet
at resource centers.

The primary source of funding for NGOs is
grants provided by international donors.
Among NGOs only a small core group is
capable of accessing funding from multiple
donors, while the vast majority struggle to
exist from grant to grant and experience
significant funding gaps. In most regions
outside the capital, access to grant funding
for NGOs is limited.

FINANCIAL The short term fund-
VIABILITY ing security of most
NGOs is overwhelm-
2882 2‘3 ingly dependent on
2001 6.0 its connection to an
2000 6.0 international donor.
1999 6.0
1998 6.0 Financial manage-
ment systems in

some NGOs are improving as a result of
the influence of international donor organi-
zations. In many NGOs, however, particu-

larly in those outside the capital, it is rare
to find any written financial procedures. If
they do exist, financial procedures usually
meet only the minimum requirements im-
posed by donors. Financial transparency
is often lacking. Independent financial au-
dits are rarely conducted, financial state-
ments are seldom prepared, and financial
documents are almost never publicly dis-
seminated, even if they are available.

A small number of NGOs are exploring al-
ternative sources of support for their activi-
ties. Some NGOs are beginning to realize
the benefit of cultivating relationships with
communities as a source of support, even
if this is only non-financial support. To gain
increased financial independence, some
NGOs have implemented fee-for-service
activities such as the rental of training fa-
cilities, medical diagnostic tests, and legal
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advice services. Other income generating
activities such as advertising for private
companies or establishing small artisan
workshops have also been initiated. A
growing number of NGOs have also
tapped into financial resources from for-
eign oil companies. This is most evident
along the Baku-Thbilisi-Ceyhun (BTC) pipe-
line route where NGOs competed for so-
cial and infrastructure support grants for
the communities along the BTC route. It is
likely that foreign oil companies will con-

ADVOCACY: 4.8

tinue to serve as a small-scale funding re-
source for NGOs in the future. To date,
however, these initiatives have been lim-
ited in scope and provide only a small
supplement to donor financing. At this
stage the potential for NGOs to earn in-
come from sources other than grants is
constrained by lack of tax privileges for
non-profit entities, and also the practical
challenge of NGOs identifying and provid-
ing marketable products and services in
demand by the general public.

In Azerbaijan, NGOs have achieved lim-
ited success in influencing the legislative
process through lobbying efforts, and few
examples of issue-based advocacy exist.
Lack of transparency in the government
decision-making process significantly re-
duces NGOs’ opportunity to influence leg-
islation. By default, therefore, NGO lobby-
ing efforts are often reactive. Neverthe-
less, NGO participa-

ADVOCACY tion in advocacy and
lobbying efforts is in-
2003 4.8 creasing. In-roads are
2002 5.0 being made through
2001 5.0 individual  contacts
2000 5.5 and through a few
1999 6.0 progressive govern-
1998 6.5 "
ment entities that

hold a more favour-
able view of NGOs. Space is thus being
created for interaction and advocacy. In
some cases, for example, NGO represen-
tatives have gained access to parliamen-
tary working group sessions or have been
permitted to present proposals regarding
draft laws or state programs.

Azerbaijani NGOs also are increasingly
active in attempting to shape public opin-
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ion and the public agenda on selected is-
sues. This is leading to an increased
awareness and understanding about how
to use the media and other mechanisms to
influence opinion. The Independent Con-
sumers Union is active in using the media
to raise awareness regarding consumer
rights issues, and AYLU is attempting to
shape public awareness regarding gender
violence through regular inserts in Zerkalo
newspaper. In response to the arrest of a
local university professor, the Xachmaz
Human Rights Resource Center organized
a successful advocacy campaign, drawing
on the support of several other NGOs to
raise awareness of this issue and calling
for the professor’s release.

Many NGOs were involved in voter educa-
tion activities in the pre-election pe-
riod. Some NGOs also registered their
members as individual observers in order
to monitor the election. While some NGO
members were involved in the demonstra-
tions after the elections, this was as indi-
vidual supporters of various political par-
ties, and not necessarily as NGO repre-
sentatives.



SERVICE PROVISION: 4.8

AZERBAIJAN

NGOs provide services in a wide variety
of fields in response to community needs
and donor priorities, covering such areas
as humanitarian relief, the environment,
youth, human rights, gender, civic and le-
gal education, conflict resolution, commu-
nity development, and economic devel-
opment. Within these areas Azerbaijani
NGOs provide services independently or
in cooperation with international NGOs in

various areas

SERVICE throughout the
PROVISION country. Some
2003 4.8 NGOs are begin-
2002 5.0 ning to incorporate
2001 5.0 participatory  com-
2000 4.5 munity assessments
1999 4.5 into  their project

INFRASTRUCTURE: 4.7

planning. There is also small anecdotal
evidence that a few NGOs are beginning
to recover costs for services, although
this is rare as people have little dispos-
able income and NGOs are hesitant to do
anything that may attract the tax authori-
ties. As a result, the majority of NGOs
remain grant focused, often resulting in
donor priorities taking precedence over
community responsiveness. In general,
the level of government support and rec-
ognition for these services is low, al-
though it should be noted that this varies
depending on the organization providing
services, the type of activities being con-
ducted, and the attitude of individual gov-
ernment representatives or entities.

There are several NGO resource centers
in Azerbaijan — both in Baku and in the re-
gions — providing information and support
for NGO activities. These include centers
established to provide general access to
information, equipment and training oppor-
tunities for NGOs, and well as centers tar-
geted at more specific areas of support
such as legal services or human rights ad-

INFRASTRUCTURE | vocacy. Due to
shifts in donor

2003 4.7 funding, some of
2002 4.6 the more well es-
2001 3.0 tablished NGO
2000 4.5 resource centers
1999 5.5

supported by in-
ternational or-

ganizations have been phased out or have
scaled-down their services during the past
year. Although resource centers still re-
main in most areas of the country, NGO
representatives indicate that currently de-
mand is greater than the supply of ser-
vices.

The majority of organizational capacity
building seminars and technical trainings
for NGOs are conducted in association
with international organizations, although
there is a growing cadre of trained and
qualified Azerbaijani trainers. Overall the
pool of trainers remains relatively small,
concentrated in the capital and focused on
areas related to humanitarian activities
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and NGO management. Most Azerbaijani
trainers are ‘professional trainers’ rather
than experienced NGO practitioners and
therefore are often challenged to meet the
advanced technical training needs of
strong NGOs. Accessing training services
in the regions is sometimes difficult and

PUBLIC IMAGE: 5.3

expensive, and the availability of training is
often dependent on project funding. Some-
times it is difficult for NGOs to access in-
formation about existing training opportuni-
ties.

Public awareness of NGOs and their ac-
tivities remains low, although a recent
public opinion survey shows a positive
trend in this regard. This year’s survey in-
dicated that 22 percent of the population
was aware of NGOs operating in their
community, a significant jump over the
same survey last year that showed only
16 percent were aware of NGOs operat-
ing in their community. Many NGO repre-
sentatives acknowledge that not enough
is being done to pro-

PUBLIC mote NGOs and their
IMAGE activities.  Although
some NGOs have
2003 5.3 websites, publish
2002 5.5 promotional bro-
2001 5.0 chures, and use vari-
129%%0 4650 ous forms of media to
. disseminate informa-

1998 6.5 . )
tion about their or-

ganizations, the pub-
lic reach and effectiveness of these
mechanisms is limited.

The public perception of NGOs is often in-
fluenced by the government’s tendency to
have a negative view of the NGO sector.
This general attitude of the government
impacts the level of acceptance of NGOs
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as reliable and capable service providers,
and as credible sources of information
and expertise. The private sector has only
a minimal understanding of NGOs and
there is little interaction between NGOs
and the business community.

In general, signs of progress exist in the
media-NGO relationship, although cover-
age of NGO-related activities remains lim-
ited. NGO activities fall outside the me-
dia’s main areas of interest and often
unless NGOs invite media representa-
tives to events and activities there is little
coverage. Due to the high expense in-
volved, TV programs covering NGO ac-
tivities are limited and often low quality.
Most media coverage of NGOs is found in
the print media, while the majority of the
population accesses news and informa-
tion primarily from television. Accessing
media coverage in the regions outside the
capital is even more difficult, and many
NGOs indicate that it is easier to get na-
tional coverage than local/regional cover-
age. These issues limit the effectiveness
of the media coverage that NGOs are
able to obtain as a means of increasing
public awareness about NGOs and their
activities.
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BELARUS

2003 Scores for Belarus
Capital:
6.8
7.0 - .
0 6.2 Minsk
5.7 5.6
5.1 Polity:
5.0 - ﬁ ﬁ Presidential
Population:
3.0 1 9,900,000
GDP per capita
10 | (PPP): $7,544
Legal Org Fin Advocacy Service Infra- Public
Env Capacity  Viability Prov structure  Image

NGO SUSTAINABILITY: 5.6

The year was notable for massive gov-
ernment pressure on the structures of civil
society: many organizations experienced
administrative

NGO pressure or were
SUSTAINABILITY | closed. As a result
2003 5.6 the Index score
o 3| SO e
2001 5.5
2000 5.7 2000 score. The

laws are ambiva-
lent and often disregarded; NGOs' at-
tempts to defend their rights in court usu-
ally yield no positive outcome. Along with
the loss of independent NGOs, the au-
thorities continued to assist in the creation
of quasi-NGOs and continued to render all
sorts of support to state-controlled public

organizations. The increased government-
led repression mobilized and united many
NGOs and others were forced to practice
harsh internal censorship. In general, the
situation in the third sector has considera-
bly worsened. By removing key resource
centers and human rights NGOs, the au-
thorities are trying to deprive many others
of the necessary assistance and support.
NGOs which are implementing social pro-
jects also became targets of administrative
pressure. It is increasingly difficult for
NGOs to work within the legal framework
and to find sources of financing. Major
mass media are controlled by the authori-
ties and prevent NGOs’ access to mass
media channels.



LEGAL ENVIRONMENT: 6.8

BELARUS

The inconsistency of
NGO-related laws
permitted state au-
thorities  to use

LEGAL
ENVIRONMENT

2003 6.8 strong levers of in-
2002 6.5 fluence on the third
2001 7.0 tor. Vet a |

5000 70 sector. Yet a larger

problem is legal
practice: the authori-
ties often disregard legislation; the number
of bureaucratic and administrative obsta-
cles is growing. The authorities initiated a
crackdown early in 2003 on the third sec-
tor: dozens of leading NGOs and resource
centers received numerous written warn-
ings from the Ministry of Justice or the
court ordered them closed. There were
many cases of NGOs closed down on mi-
nor pretexts related to internal procedures
and documents of organizations (to the ex-
tent of punishing for the use of abbrevia-
tions in internal documents and lack of in-
verted commas in the title of an organiza-
tion).

At the same time, registration of new
membership-based NGOs, which was very
slow in the previous years due to bureau-
cratic delays by the registering bodies in
violation of the legislation, now became of-
ten practically impossible. Registration of
NGOs remained an expensive procedure.
Since the state authorities can interpret
any activity of independent NGOs as po-
litical, many organizations resort to self-
censorship, but even this does not guaran-
tee them security and survival.

The state actively assisted the formation
and development of state-controlled public
associations. State-controlled NGOs re-
ceive considerable administrative, moral,
and financial support from the state au-
thorities.  Presidential Edict #335 dated
July 30, 2003 “On Republican State-Public
Associations” provides legal grounds for
the creation of more favorable conditions
for the activity of some non-commercial

organizations whose purpose is to “imple-
ment the tasks important for the state.”

There are organizations and independent
consultants who render qualified legal
support to NGOs, although their number is
insufficient for providing legal support to all
NGOs that need it. Such support includes
systematic monitoring and analysis of leg-
islation, rendering of a wide array of legal
consultations and information support, as
well as representing NGOs in court. How-
ever, such organizations became targets
of persecution by the authorities them-
selves, along with all human rights NGOs.
In addition to this, Presidential Edict No.13
dated April 15, 2003 “On some aspects of
civil legal procedures” deprived human
rights NGOs of the right to represent inter-
ests of members of other organizations in
court. Attempts by NGOs to defend their
interests in court often yielded little result,
and the authorities do not change their de-
cisions.

Local grants and donations are not treated
as income and are thus exempt from in-
come tax. However, the tax exemption
procedure for foreign gratuitous aid re-
mains complex, centralized, and closed for
the public. Presidential Edict No.460 “On
international technical assistance provided
to the Republic of Belarus” dated October
22, 2003 is supposed to improve this
situation, but its effectiveness can be
overshadowed by other administrative im-
pediments. Moreover, many provisions in
the Edict are worded in an ambiguous
manner and allow for multiple interpreta-
tions.

While NGOs are permitted to engage in
economic activities that are authorized un-
der their organizational statute, these ac-
tivities are subject to the same tax rates
and regulations as for-profit companies.
Considering NGOs' poor business man-
agement skills and unfavorable business
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climate, in most cases NGOs have neither
the stimuli nor the skills to carry out for-
profit activity. Procurement procedures in

ORGANIZATIONAL CAPACITY: 4.8

the country are designed only for goods
and services produced by commercial en-
tities.

An increasing number of NGOs under-
stand the importance of constituency
building. However, this task is complicated
by heterogenic and sporadic character of
their projects

ORGANIZATIONAL | which are often
CAPACITY aimed at different
target groups and

2003 4.8 have relatively
gggi j; short Iif_e cyclg.
2000 5:0 The survival tactic
forces NGOs to

look for “support groups” also outside of
their constituency. Strategic planning is
becoming an active tool for an increasing
number of organizations, in part due to the
existing training programs, exchange of
experience, and accumulated practical ex-
perience. However, a large number of or-
ganizations, especially smaller ones, are
not taking full advantage of this tool be-
cause of lack of experience and a general
deterioration of the sector, which makes
them concentrate on immediate survival
tactics rather than strategic issues. In ad-
dition to that, strategic planning is also
hampered by frequent changes in external
environment (for example, legislation).
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The structure of management is defined in
NGOs’ statutory documents. Many NGOs
have transparent and well-functioning in-
ternal procedures. Donors’ requirements
and existing training programs also con-
tribute to the formation and transparency
of such structures. At the same time,
NGOs avoid unnecessarily revealing inter-
nal information to the state authorities, cli-
ents, and the public at large. NGOs statu-
tory documents also provide for the clear
delineation of responsibilities between
staff and board members; however this
delineation is often violated in practice.
Volunteerism is not yet a well-developed
concept or practice. There is still a ten-
dency towards one-person leadership.

Several NGOs have a sound technical
base, adequate to their goals, and ac-
quired mostly through donor funding. The
existing resource centers provide NGOs
additional possibilities for access to com-
munications. The technical base is more
developed in regional centers and larger
towns, while in smaller towns and villages
NGOs’ lack equipment and access to
communications and qualified personnel.
The liquidation of resource centers also
limits technical possibilities of their clients.



FINANCIAL VIABILITY: 6.2

BELARUS

Financial viability remains one of the main
issues for NGOs. Foreign funds continue
to be the main source of NGO funding.
With a reduction in foreign support, ex-
perts note insufficient coordination of do-
nor activities. Possibilities of financing
through domestic sources are rather lim-
ited. The low level of public income does
not allow seriously consideration of mem-
bership dues as a source of financing. Oc-
casional cases of financial and in-kind
support of local initiatives from the local
business community exist; however, the
existing economic and legislative environ-
ment does not stimulate such initiatives
and even impedes them. Cases of local
budget financing of independent NGOs

are an exception
FINANCIAL rather than a rule.
VIABILITY
2003 6.2 At the same time,
2002 5.7 pro-governmental
2001 6.0 public associations,
2000 6.0 such as the Belaru-

sian Republican Un-

ion of Youth, have
access to considerable state financial
sources and mighty administrative re-
source. With a “carrot-and-stick” policy this
organizations has already recruited thou-
sands of members all over the country. In
its work style, goals and multiple interests,
including commercial, as well as powers
delegated to it, this organization is very
similar to its communist predecessor,
Komsomol.

ADVOCACY: 5.7

While a limited number of independent
NGOs used to contract with the govern-
ment to provide social services, these con-
tracts are now extended mainly to the
state-controlled pro-governmental organi-
zations. The same can be said about in-
kind support of NGOs by local authorities
(for example, providing free-of-charge
premises or discount rates for office
space). In this situation even experienced
NGOs find it difficult preserving the exist-
ing connections with supporting partners,
not to mention attempting diversification of
their base of financial and non-monetary
sources.

Cases of social entrepreneurship among
independent NGOs are few. The capacity
for social entrepreneurship is restrained by
the existing legislative base, administrative
impediments, and lack of necessary
managerial skills among the organizations’
personnel.

The legislation and its application require
NGOs to have a high-quality system of fi-
nancial reporting. Because of this and be-
cause of a rather complex system of ac-
counts and taxes, NGOs are forced to use
ad hoc or regular services of experienced
accountants. However, such services are
expensive, and many organizations cannot
afford them. As a result of the anti-civil so-
ciety campaign in Belarus, NGOs have
limited possibilities for using donor assis-
tance, which considerably raises risk and
has a negative impact on NGOs’ viability.

The number of direct communication
channels between NGOs and decision-
makers has reduced. Such possibilities
still exist mostly on the local level where
there are instances of rather successful
cooperation between NGOs and local

powers on a number of social issues. For
example, within the framework of the
USAID-sponsored Counterpart Alliance for
Partnership program, local communities
are establishing dialogue with local au-
thorities and are jointly solving acute social
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problems. At the same time, local authori-
ties are very cautious about cooperation
with independent NGOs, one of the rea-
sons being the pressure coming from
structures above.

There are isolated in-

ADVOCACY stances of coopera-
tion between NGOS’
2882 2471 representatives and
' national level authori-
2001 5.5 .
ties (for example,
2000 6.0 , NS
NGOs’ participation in
HIV/IAIDS prevention projects, anti-

trafficking projects, etc.). The result of
these activities is often of conceptual,
theoretic, and advisory character rather
than tangible and leading to concrete de-
cisions and actions on the part of the au-
thorities. In most cases, direct coopera-
tion of NGOs and authorities on the na-
tional level is possible within the frame-
work of projects administered by interna-
tional organizations. In many cases this
cooperation is limited to roundtable events
and seminars often conducted under the
patronage of a third party. NGOs are well
aware of the importance of establishing
dialogue with the official structures, but
they are realistic in assessing possible re-
sults of such a dialogue, as the authorities

SERVICE PROVISION: 5.1

are mostly avoiding any dialogue of this
kind.

NGOs improved the understanding of the
importance of advocacy campaigns for de-
fending common interests. There are act-
ing coalitions of NGOs united by common
interests in certain sectors (environment,
anti-trafficking, etc.), as well as broader
coalitions on defending interests of civil
society at large. Mechanisms of support-
ing advocacy are practically lacking, and
coalitions are trying to defend the interests
of their members with the help of “corridor”
talks with members of Parliament and by
conducting different campaigns (for exam-
ple, the campaign “Our Solidarity” on at-
tracting the attention of broad community
to the problem of civil society persecution).
Such initiatives united NGOs and in-
creased the awareness of the international
community and citizens of Belarus, but
hardly affect the positions of power struc-
tures. Attempts by NGOs and their coali-
tions to advocate and promote legal re-
forms are either ignored by the authorities
or aggravate growing tensions.

Numerous NGOs have accumulated con-
siderable practical experience and clien-
tele over the past

P%%T/Yglng couple of years, as

well as earned the
2003 5.1 recognition of the lo-
2002 4.9 cal and national state
2001 5.0 structures. Most ac-
2000 5.0 tive NGOs continue to

provide a broad spec-
trum of basic social services, predomi-
nantly in the areas of education, culture,
humanitarian aid, and health protection. In
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a number of cases the state recognizes
the importance of NGOs’ products, but
very rarely does the state extend grants to
independent NGOs. In most cases NGOs
are experiencing increasing difficulties of
all sorts and are being forced out by the
state-founded and state-controlled public
associations.

At the same time, many NGOs lack spe-
cific focus; their skills, experience and re-
sources are insufficient for a better as-
sessment of their target group and profes-
sional consistent work in respective sec-



tors. In addition to that, trying to survive in
the existing conditions, many NGOs base
their activity on priorities of financing insti-
tutions, and not on needs assessment of
local target groups. Competition over the
sources of financing is increasing. Still, in
many NGOs their members remain their
major clients, and a broader audience is
neither aware nor involved in their activity.
The problem of rendering services to tar-
get groups is complicated by the difficulty
in obtaining the needed licensing and
other administrative and legal impedi-
ments. However, in a number of cases
NGOs have started to actively exchange

INFRASTRUCTURE: 4.8

BELARUS

experience and render information, legal,
and resource services to each other.

NGOs are practically unable to achieve
cost-recovery by rendering services be-
cause of a limited clientele, low paying
ability of clients, the prevalent conviction
that NGO services must be free of charge,
as well as a limited spectrum of services
as such and existing objective obstacle for
the economic activity of NGOs. As a re-
sult, NGOs are forced to rely on donor as-
sistance or government-extended subsi-
dies.

NGOs established a nation-wide network
over the last couple of years; it covers

over 60 residential

INFRASTRUCTURE towns and has ac-
2003 4.8 cumulated consid-
2002 4.5 erable influence
2001 4.5 and experience.
2000 5.0 Since 1999, re-

gional resource
centers have been united in a network of
Belarusian Association of Resource Cen-
ters (BARC). Resource centers used to
serve as a forum for NGOs’ discussions
and mutual projects, provide access to
equipment, communications, information,
and provide trainings and consultations.
Later, leading centers started to more ac-
tively consolidate the efforts of the civil so-
ciety institutions and try to improve the
work with mass media and state struc-
tures. However, in spring 2003 the authori-
ties started an unprecedented attack on
NGOs, and some of the most notable re-
source centers were attacked and de jure
liuidated among the first ones. These
centers are currently looking for ways to
continue their activity in the present condi-
tions.

There are different types of NGO coali-
tions in the country. Some of them are
formed to solve some short-term prob-
lems, others are long-term unions where
parties share common values and are
united by common strategic priorities. Act-
ing in a number of cases as resource cen-
ters, administrative subdivisions of coali-
tions render different sorts of information,
legal, and technical support to its mem-
bers. Affected by the environment, many
of the previously existing and new alli-
ances started to more actively defend in-
terests of their members and informed the
public about the topical issues. The goals
of coalitions are different, and no one or-
ganization or committee would advocate
the interests of the whole third sector.
However, there are rather influential and
notable alliances, such as the Assembly of
Pro-democratic NGOs, the largest um-
brella organization created in 1997 and
uniting a large number of Belarusian or-
ganizations and initiatives. Resource cen-
ters and NGO coalitions are actively stimu-
lating information exchange among its cli-
ents and target groups; however many
NGOs at the local level still feel an acute
lack of topical information and are largely
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excluded from the process of NGOs inter-
action, also for purely technical reasons.
The number of high-quality information
and analytical materials prepared by
NGOs and their coalitions is rather small,
and the number of suppliers of such infor-
mation is rather modest.

Donor organizations remain the main
source of funding for resource centers and
for NGOs supported by these centers.
The possibility to charge for services is
very limited because of financial instability
of most NGOs. The possibilities of local
grants from resource centers and associa-
tions are also limited, and the number of
local grants is diminishing.

Over the last couple of years a broad
spectrum of NGOs and training specialists
emerged in Belarus. The number of elabo-
rated and existing methodologies and text
books could largely satisfy the existing
demand in training. There are licensed
educational and diploma programs, and
local specialists found a good balance be-
tween foreign experience and the specific

PUBLIC IMAGE: 5.6

local conditions and acquired rich practical
experience. However, the training capacity
is more readily available to NGOs in large
cities, and many of the educational ser-
vices rendered by NGOs still lack a sys-
tematic approach. Often the effectiveness
of such services is considerably lowered
because of the lack of post-training con-
sultations and information support.

There are positive examples of interaction
and partnership between NGOs and mass
media, business, and local bodies of
power. However, such examples are still
isolated, short-term, often informal, and
based on personal contacts. The society
still has a long way to go until businesses
and authorities will react to NGOs with un-
derstanding and respect, and not suspi-
cion and distrust. At present, many NGOs
consider it a “success” if the authorities do
not interfere in their activity, not to mention
assistance and support.

Public image of NGOs is a reflection of
the results of their activities and mass
media coverage of their activities. Due to
a number of reasons, values of the civil
society and democratic institutions are not
well established and accepted by all Bela-

rusians.  Therefore,
PUBLIC NGOs have to prove
IMAGE their public use and
2003 5.6 v_vorth to the _p_opula—
2002 5.2 tion and to officials. In
2001 5.5 some cases NGOs
2000 6.0 manage to do it at

the local level, in

fewer cases at the national level, and
then cooperation of NGOs with the popu-
lation and power structures becomes
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possible and mutually beneficial, and pub-
lic perception becomes positive.

The spectrum of communication channels
among NGOs varies from organization of
public meetings to distribution of printed
and electronic materials, publications in
mass media, participation in radio and TV
talk shows. Some NGOs have PR-
managers. However, the general popula-
tion knows little about the activity of the
third sector.

The existing regime provides less and
less space for civil initiatives, and inde-
pendent NGOs are increasingly perceived
by the central authorities as a threat. Con-



Considering that the mass media is under
the tight control of the authorities, NGOs
are restricted from communicating freely
with the public and the media often re-
flects the government’s negative attitude
to NGOs, harshly criticizing independent
organizations and presenting in a positive

BELARUS

light only government-controlled public
associations. Where independent outlets
do exist, NGOs often do not take full
advantage of this opportunity because of
their lack of experience and resources.
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BOSNIA AND HERZEGOVINA

2003 Scores for Bosnia
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NGO SUSTAINABILITY: 4.1

The NGO sector in Bosnia and Herzego-
vina continues to make positive contribu-
NGO tions to the process

SUSTAINABILITY | ©f building democ-
racy and civil soci-

2003 4.1 ety, relying on the
2002 4.2 rich  experiences
2001 4.5 gained during the
2000 4.9 post-war period.
1999 5.2 The sector is a sig-
1998 5.6

nificant factor in the
development of a
modern society searching for its own iden-
tity and trying to respond successfully to
all the challenges it is faced with. Results
are far more modest in the institutional de-
velopment of non-governmental organiza-
tions in rural areas, as well as the institu-
tional development of the NGO sector as a
whole. Many NGOs in the region remain
on the margins of the sector, without ap-

propriate access to information, literature,
and educational or consulting services.

There are currently 7,874 non-
governmental organizations and 55 foun-
dations registered in Bosnia and Herzego-
vina under the old and new NGO registra-
tion laws. However, the number of active
NGOs is quite small. Due to reduced do-
nor support, NGOs in BiH are faced with
the problem of financial sustainability. To
remedy this, it is important to introduce
“new” alternative financial sources, includ-
ing self-financing, membership fees, and
the local donor community. The degree to
which NGOs are networking is still not op-
timal, although there are some positive
examples of networks that represent the
exception and not the rule. A few current
initiatives promise that some of the sec-
tor's problems in the area of institutional



development will be solved in the near fu-
ture. The adoption of a new legal frame-
work for NGO registration was a major
step forward in 2003, as well as ongoing
initiatives for the further development of
taxation and fiscal policy for NGOs.

The NGO sector showed that it was capa-
ble of conducting large public campaigns
that advocated for change on issues vital
to Bosnian society, including youth, gen-
der equality, environment, minority rights
protection, etc. Great numbers of NGOs
continue to offer services in the fields of
health care and social welfare, reconstruc-
tion, human rights protection, environ-
mental protection, and minority protection.
It is encouraging that municipal govern-
ments are now more interested in estab-
lishing partnerships with NGOs to satisfy

LEGAL ENVIRONMENT: 3.5

BOSNIA AND HERZEGOVINA

the basic needs of their constituents.
There is a great need for the development
of basic standards of cooperation for these
two sectors in society. Current initiatives
directed towards establishing a Code of
Conduct for NGOs, as well as service
quality standards between the government
and the NGO sector will significantly con-
tribute to this.

Generally, citizens still do not have a clear
perception of the actual role of NGOs. This
is a result of the fact that NGOs are not
integrated into communities. They are not
as transparent as they should be; and they
have failed to adequately use the media to
promote their activities.

State of B&H - From the very beginning,
registration process for associations at
the state level have been inconsistent.
Although there is still a critical shortage of
local lawyers specialized in NGO legal
and fiscal issues, the situation has im-
proved. In addition to Lex International
from Banja Luka,
the Civil Society
Promotion Centre
from Sarajevo has

LEGAL
ENVIRONMENT

3883 gg a staff lawyer that
5001 4.0 prowdes Ie_gal and
2000 4.5 fiscal advice to
1999 5.0 NGOs. There is no
1998 5.0 tax law at the state

level, as taxation
falls within the jurisdiction of the respec-
tive entities. An NGO may generate in-
come from the provisions of goods and
services. Due to the lack of a state level
tax regime, the tax treatment of the in-
come generated from the provisions of
goods and services remains unclear.

NGOs may engage directly in related
economic activities. However, the Law
limits income generated from a separate
corporation established by an NGO to
10,000 KM or 1/3 of the NGO’s budget,
whichever amount is higher. NGOs may
compete for government con-
tracts/procurements.

Federation of BiH - The registration
process has been inconsistent from the
very inception of the 2002 Law on Asso-
ciations and Foundations. Donations for
humanitarian, cultural, educational, scien-
tific and amateur sport purposes are de-
ductible up to 0.5 percent of the busi-
ness's gross income. There is also a
separate provision relating to the deduc-
tion of representative costs up to a limit of
0.5 percent of the gross income, which
appears to be broad enough to cover
sponsorship payments to NGOs. In March
2003, the Office of the High Representa-
tive (OHR) adopted laws restricting dona-
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tions by publicly owned or controlled en-
terprises in both the Federation and Re-
publika Srpska (RS). Gifts by such enter-
prises may only be made for sports, cul-
tural, social welfare, and humanitarian
purposes, and are subject to a number of
procedural restrictions designed to ensure
the appropriate use of public funds. No
tax relief is provided for donations made
by private individuals. Income from for-
eign and domestic grants appears in
practice to be exempt from taxation.
Membership fees and contributions to
professional associations and political
parties are deductible up to 0.1 percent of
the business’s gross income. An NGO
may engage in economic activities only
through a separately established corpora-
tion. NGOs may generate income from
the provisions of goods and services.

Republika Srpska - The 2001 Law on
Associations and Foundations has cre-
ated a more enabling legal environment
for NGOs than the prior legal regime.
However, government supervision re-

ORGANIZATIONAL CAPACITY: 3.8

mains inconsistent, especially with regard
to the tax authority’s supervision. Dona-
tions for humanitarian, cultural, educa-
tional and sport purposes are deductible
up to 1 percent of the business’s gross
income. Membership fees and contribu-
tions to professional associations are de-
ductible up to 1 percent of the business’s
gross income. Representative costs,
which are deductible up to a limit of 3
percent of the gross income, appear to
cover sponsorship payments to NGOs
also. Membership fees and contributions
to political parties are not deductible. No
tax relief is provided for donations made
by private citizens. Income from grants
appears in practice to be exempted from
taxation. An NGO may directly engage in
related economic activities. NGOs may
generate income from the provisions of
good of good and services.

NGOs’ organizational capacity improved
slightly in 2003. Strategic planning, man-
agement and technical equipment are still
critical issues for the majority of organiza-
tions. More and more NGOs differ from
one another mainly on the basis of their
organizational ca-

ORGANIZATIONAL pacities. Among
CAPACITY the 7,874 organi-
2003 3.8 zations registered
2002 3.9 ||_r|1er Bosnia anld
2001 4.0 zegovina, only
2000 4.5 a small group are
1999 4.5 properly  organ-
1998 5.0 ized, with highly

skilled personnel
that are employed full time, properly
equipped and with secured financial
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means to cover their operational ex-
penses, as well as for payment of their
staff and premises. These organizations
have a clear declaration of their mission
and have access to international donor
funds. Most NGOs lack staff and a thor-
ough understanding of organizational de-
velopment. They have not fully developed
their internal structures or strategic plans
and they compete for funds with other
NGOs. They typically invest a great deal of
work and good will with a small amount of
donor support. Those that are focused on
domestic issues tend to not have profes-
sional staff and lack the resources to ade-
quately engage their local community. The
NGOs that were a part of the former sys-
tem offer services to only certain groups of



citizens and believe that the government
has an obligation to finance their activities.
Very often these NGOs use resources

FINANCIAL VIABILITY: 5.4

BOSNIA AND HERZEGOVINA

from local funds, including funds from po-
litical parties, and have never applied for
funding from international donors.

The financial capacities of the NGO sector
still depend on the international donor
community. Many organizations survive on
a voluntary basis with very limited
amounts of money. They have not devel-
oped their own self-financing strategies
and are still not able to

FINANCIAL successfully  attract

VIABILITY new volunteers or to

2002 5.5 )

2001 5.7

2000 6.0 There are some ex-

1999 6.5 amples of *“in-kind”

1998 6.0 support that local au-
thorities, especially at

the local level, are ready to offer to NGOs.
The business sector, faced with the prob-
lem of low growth, is still not ready to sup-
port NGOs and does not see them as po-
tential partners. There is no developed le-

ADVOCACY: 3.6

gal framework for such partnerships and
there are no tax incentives for the busi-
ness sector to invest in NGO programs.

The reduction in donor support has had
some positive effects. The shortage of
available donor funds means that those
NGOs which are integrated into their
communities are able to survive and have
demonstrated their ability to meet citizens’
needs. Many have developed their internal
capacities for finding alternative and diver-
sified sources of funding, including self-
financing. This group of NGOs is focused
on the further improvement of institutional
capacities, especially in the fields of finan-
cial management, fundraising, and service
provision.

Advocacy improved in Bosnia and
Herzegovina in 2003 with the adoption of
several laws that had been introduced by
NGOs (for example, the law on gender
equality and the law on national

ADVOCACY mino'rities._) New Iggal
solutions in the field

2003 3.6 of  restitution are
2002 3.9 under consideration
2001 4.2 thanks to the
2000 4.5 leadership  of the
1999 5.5 League for  the
1998 6.0 Protection of Private

Property and the Human Rights NGO from
Trebinje. These activities have been led by
several networks of NGOs. There have
also been other campaigns supporting the
direct election of majors in the Federation,
which has been supported by the Centre
of Civic Initiatives, as well as the Poverty
Reduction Strategy Paper Project that
involved a network of local NGOs, the
Bulldozer Project, the preparation of the
CEDAW report, as well as activities
initiated by student organizations.
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Improvements in NGO service provision
are noticeable, but NGOs have not yet
reached their poten-

PSR%T/\I/éCl:(EN tial in this area.
NGOs have been
2003 4.4 particularly effective

2002 4.5 in instances where
2001 4.2 the social welfare
2000 4.5 network is unable to
1999 5.0 care for Bosnia's
poorest citizens. In
these cases, NGOs have successfully de-
veloped social welfare programs for chil-

INFRASTRUCTURE: 4.5

dren, the disabled, and individuals with
special needs. NGOs focused on the
needs of children have created a strong
NGO network and have established con-
tact with the entity governments in an ef-
fort to create social welfare programs.
They have also developed partnerships
throughout the country. The results of co-
operation and partnership are especially
noticeable at the local level where a num-
ber of municipalities have sought out NGO
services, especially in the field of training
and consulting.

Infrastructure remained largely unchanged
in 2003. The NGO sector needs resource
and information centres in order to
enhance and expand the activities of
NGOs. One of the priorities of the recently
established NGO coalition is to establish a
resource center to enhance the
sustainable development of the non-
governmental

INFRASTRUCTURE sector in Bosnia
and Herzegovina.

2003 4.5

2002 4.5
2001 4.8 Although  there
2000 5.0 are a number of
1999 5.0 individuals  who
have received

training in organizational development, the
training has been largely theoretical and
the new trainers lack hands-on experience
developing an organization. There is still a
need for continued training in the areas of
human resource management, financial

management, organizational development,
and strategic planning.

The lack of development within the sector
has meant that NGOs have unequal ac-
cess and are less able to coordinate. Most
NGOs are still isolated in their activities
and often fail to take a spontaneous initia-
tive and develop it into a real campaign. A
positive example, however, is an initiative
for the development of a “Strategy for the
Sustainable Development of the NGO
Sector in Bosnia and Herzegovina” which
gathered approximately 230 NGOs in or-
der to foster cooperation with the govern-
ment and the business sectors. The strat-
egy identified key challenges faced by the
NGO sector, as well as steps needed to
overcome these obstacles. The document
was drafted in 2003 and key activities are
expected to be undertaken in 2004.

46



PUBLIC IMAGE: 3.8

BOSNIA AND HERZEGOVINA

Little progress was made in the area of
public relations in 2003. Although a

number of NGOs

PUBLICIMAGE | nave  highlighted
2003 3.8 their work through
2002 3.8 the media, they
2001 4.5 have not succeeded
2000 5.0 in improving their
1999 5.0 public image in
1998 6.0 large part because

they have not been
able to attract adequate media coverage.
Moreover, NGOs do not have experience

communicating with the public, and on the
other hand, journalists do not have a firm
understanding of the NGO sector.

There is a need for increased cooperation
between journalists and NGOs in order to
adequately promote NGOs’ achievements.
The unfavourable public image of NGOs
stems from their failure to adequately
convey their mission, which creates the
impression that NGOs are driven by their
own self interest and not for the greater
good.
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NGO SUSTAINABILITY: 3.1

There are currently over 8,000 NGOs in
Bulgaria, of which approximately 1,900

are consid-

NGO ered active.
SUSTAINABILITY The NGO
2003 3.1 sector cont!n-
2002 3.1 ues to In-
2001 3.6 crease its
2000 3.7 sustainability
1999 4.0 and expand

its influence in
Bulgarian society. NGOs are now ac-
cepted as a permanent force in the coun-
try, actively representing citizen interests
and providing needed services. Great
progress was made in improving the legal
environment for NGOs and ensuring that

NGOs have access to needed capacity-
building services, such as training, net-
working, and information sharing. How-
ever, much work remains to be done to
institutionalize some of this progress, and
the majority of NGOs remain organiza-
tionally weak and financially vulnerable.
NGO influence often depends more on
personal connections than formal mecha-
nisms for cooperation. The public image
of the NGO sector remains fragile, easily
tarnished by scandals involving a few un-
scrupulous organizations. As Bulgaria
prepares to enter the European Union,
Bulgarian NGOs must work to consolidate
their position in society.



LEGAL ENVIRONMENT: 2.0

BULGARIA

The legal environment regulating NGO ac-
tivity in Bulgaria remains among the best
in the region. The NGO Law, passed in
2001 after eight
years of hard work,
clearly defines the
registration and op-
2003 2.0 eration of NGOs and
2002 2.0 limits state power
2001 3.5 over the sector. In

LEGAL
ENVIRONMENT

2000 3.5 2002, the law was
1999 4.5 furth i d
1098 4.5 urmer - fmprove

through the introduc-
tion of the concept of
Public Benefit Organizations (PBOSs),
which provides NGOs working to further
the public benefit with additional privileges
as well as responsibilities. While the legal
framework is generally well-defined, state
capacity to implement the laws is often in-
sufficient. For example, the government
does not have the capacity to regulate the
activities of PBOs as provided in the law.
As a result, PBOs that fail to submit re-
quired information to the public registry are
not penalized in any way.

As legal entities, both NGOs and commer-
cial entities face high levels of administra-
tive burdens and requirements. For ex-
ample, they must register with a myriad of
government agencies, including the
courts, tax authorities, statistics bureau,
and social insurance agency, and are sub-
ject to the requirements and inspections of

ORGANIZATIONAL CAPACITY: 4.5

each of these agencies. There are no
known examples of these being applied in
a political manner.

NGOs benefit from fairly favourable finan-
cial regulations, although further improve-
ments are still needed. Individuals can
claim tax deductions for donations to
NGOs up to 10 percent of their income,
and companies can receive deductions up
to 10 percent of their total profit. NGOs are
legally allowed to engage in economic ac-
tivities, although they receive no preferen-
tial treatment in terms of taxation. Fur-
thermore, NGOs have to pay a 15 percent
tax on dividends in order to transfer money
from their economic activities to their non-
profit activities. Regulations were passed
in May allowing municipalities to contract
out the provision of social services, includ-
ing to NGOs, although implementing
mechanisms have not yet been created to
take advantage of this new provision.

NGO law remains a niche area with few
specialists. The Bulgarian Center for Not-
for-Profit Law (BCNL) remains the leading
organization focused on NGO legal issues
in Bulgaria. BCNL is working to improve
capacity on NGO legal issues by training
lawyers and NGO professionals, as well
as working with universities in several ma-
jor cities to develop NGO law courses and
legal clinics.

Despite the existence of a few strong or-
ganizations, the NGO sector in Bulgaria is
still organizationally weak as a whole. A
low percentage of registered organizations
are active in even a basic sense, and even

among the majority of these organizations,
good organizational practices are only util-
ized to the extent demanded by donors or
legislation. For example, while most active
NGOs have clearly defined mission state-
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ments in order to comply with the legal re-
guirements, many pursue activities beyond
the boundaries of their missions in order to

access donor

ORGANIZATIONAL funding. Internal
CAPACITY management
2003 4.4 s_tru.ctures fit into
2002 4.5 similar  patterns.
2001 4.5 On paper, most
2000 4.5 organizations
1999 3.5 have clearly de-
1998 3.0 lineated the re-
sponsibilities  of

the board vis-a-vis the staff in order to
meet legal provisions, but how decisions
are made in practice often differs signifi-
cantly.

Similarly, NGOs develop strategic plans
when donors require this, but these plans
are rarely followed in practice. Strategic
planning is further complicated by the lack
of stability in the country. As a result, even
leading NGOs that take strategic planning
seriously do not plan more than a few
years in advance.

The importance of developing a loyal and
satisfied constituency is still poorly under-
stood by the majority of NGOs. Rather
than looking at their local communities as
their constituents, most NGOs treat foreign
donors as their primary constituency,

FINANCIAL VIABILITY: 3.8

changing their programs regularly to meet
current donor priorities. Ironically, although
one might expect the decrease in foreign
funding to force NGOs to focus more on
developing local constituencies, it has had
the opposite effect as NGOs become even
more willing to change their programs to
meet donor whims as competition for fund-
ing intensifies.

Only a limited number of NGOs have per-
manent paid staff, and even in these
cases, staff size is usually limited to two or
three. Volunteerism is utilized to varying
degrees by NGOs, but tends to be based
more on personal connections and favors
than formal arrangements. Employees in
many organizations also volunteer their
time between funded projects.

While Bulgarian NGOs tend to be fairly
well equipped from a technical point of
view, donors are becoming less and less
willing to fund equipment purchases. As a
result, equipment is often outdated. Inter-
net access has become increasingly af-
fordable over recent years, resulting in
fairly wide-spread Internet and email ac-
cess among NGOs, often through the use
of Internet cafes and personal equipment.
In fact, NGO professionals tend to have
higher Internet and email usage rates than
professionals in many other sectors.

NGOs were more unstable in terms of
their financial viability in 2003 as a result
of decreasing foreign donor funding and
slower-than-expected growth in local
sources of support. However, while feel-
ings of pessimism about the sector’s fi-
nancial stability are growing, there are no
known examples of well established NGOs
ceasing operations due to lack of funding.
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Local financial and in-kind support for
NGOs remains relatively low, although it is
continuously increasing. NGOs’ efforts to
cultivate local donors are complicated by
the overall weak economic situation in the
country and a few visible scandals that
have had a negative impact on the public’s
perception of NGOs in general. NGOs fo-
cused exclusively on advocacy work face
a particularly difficult situation in raising
funds from local sources, as local donors



are more likely to contribute to a program
that provides a concrete and tangible ser-
vice.

In addition to being generally dependent
on foreign funding, many NGOs are reliant
on a single foreign donor, with little diversi-
fication to protect their sustainability
should their donor’s priorities change. Re-
lated to this, NGOs rarely have a fundrais-
ing plan. Rather, fundraising is pursued
only when there is an immediate need.
This situation is partly due to an unrealistic

belief that donors will

FINANCIAL support an NGO in-
VIABILITY definitely, but can also
be attributed to the dif-

2003 3.7 ficulty for NGOs to de-

2002 3.8 velop new projects

2001 4.5 and seek new sources
iggg gg of funding with their
1998 5.0 limited staff. Neverthe-

less, there are exam-
ples of NGOs seeking
to implement creative fundraising cam-
paigns, including concerts, exhibits, art
auctions, and media-based campaigns,
but these are often not done profession-
ally, and therefore have limited financial
results, although they may successfully in-
crease awareness of an organization’s ac-
tivities.

Various NGOs began to move away from
the norm of the past 13 years in which
services were provided free-of-charge.

ADVOCACY: 2.5
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However, these entrepreneurial organiza-
tions are often stymied in their efforts to
collect fees for their services as other
groups may still be offering the same ser-
vices for free. NGO target groups have
also come to expect NGO services to be
free. Membership-based organizations
generally have a system of dues, although
these are generally symbolic and are not
necessarily collected on a regular basis.
Business associations are the exception to
this rule, and are generally able to collect
a significant amount of revenue through
membership dues on a regular basis.
Many NGOs are also in the process of de-
veloping social enterprises with the sup-
port of a USAID-funded program. It is
hoped that these social enterprises will ul-
timately provide funding for the NGOS’
main services, while also reinforcing the
NGOs’ mission, for example, by providing
employment for their clients.

NGOs receive some support from national
and local government bodies, but this is
also an exception rather than the rule, and
local governments in particular are more
likely to provide in-kind support, such as
free office space, than financial support.

Financial management systems within
NGOs are fairly well-developed, particu-
larly among PBOs, who must file annual
reports with the public registry.

The NGO sector continues to play an ac-
tive role in shaping the public agenda and
influencing legislation in the country, al-
though institutionalized mechanisms to
ensure NGO input in these processes re-
main undeveloped. While NGOs must
work to institutionalize mechanisms to en-

sure their input in the policy process, they
have clearly become a force that can not
be ignored.

NGOs have good experience cooperating
with both local and national governments,
although cooperation is generally based
on individual attitudes and personal con-
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nections rather than established norms

ADVOCACY | and procedures. Given
the focus on local

2003 2.5 elections, local govern-

2002 2.5 ments were particularly

2001 3.0 open to working with

2000 3.0 NGOs in 2003. As

1999 3.0 stated in previous edi-

1998 2.8 tions of the NGO Index,

the current national
government is also more open to input
from civil society experts than previous
governments. However, some NGOs feel
that the government’s public embrace of
civil society, including their creation of a
Civil Society Committee in Parliament, is
primarily for public relations purposes.

Bulgarian NGOs have had good success
over the past year in opposing and sup-
porting legislative proposals in Parliament.
For example, the Bulgarian Media Coali-
tion coordinated a group of 55 NGOs in
fighting proposed amendments to the pe-
nal code that would unreasonably expand

SERVICE PROVISION: 2.8

the definition of classified information,
making it virtually impossible for journalists
to do their jobs. Lobbying efforts by the
National Association of Municipalities in
the Republic of Bulgaria resulted in the
adoption of the first legislative step in fiscal
decentralization, providing municipalities
with the discretion to decide how to spend
a small portion of their municipal budgets.

NGOs played an active role in the local
elections that took place in October 2003.
Over 50 NGOs participated in a USAID-
supported get-out-the-vote campaign, over
half of which participated without USAID
funding. Furthermore, many business-
based civic groups participated directly in
the elections, nominating lists of candi-
dates for municipal councils. Altogether,
these groups won the fourth largest num-
ber of votes in the elections.

NGOs provide services in a wide range of
fields, although they are legally restricted
from working in certain areas, including

SERVICE health and education.
PROVISION While the number of

NGOs working in the
2003 2.9 area of social services
2002 2.8 is significant, it pales
2001 3.0 in comparison with the
2000 3.0 overwhelming demand
1999 4.0 for these services. In

part, this is due to the fact that even
though the government has not provided
adequate social services in many years, it
is hesitant to let NGOs or others get in-
volved in these areas.
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In general, NGOs are responsive to com-
munity needs when designing their prod-
ucts and services. Needs are occasionally
determined through formal needs assess-
ments, though this process is more fre-
guently done based on NGO representa-
tives’ observations as members of the
communities in which they work.

While local governments generally recog-
nize the value of NGO-provided social
services, financial support is rarely pro-
vided. This situation may change soon,
though, as regulations were passed in
May 2003 allowing local governments to
contract out the provision of social ser-
vices, including to NGOs. These regula-



tions were adopted after budgets were set
for the year, so no municipalities had de-
veloped mechanisms yet to take advan-
tage of this new opportunity. NGOs are

INFRASTRUCTURE: 2.5

BULGARIA

also rarely asked to provide services to
businesses, in part due to the perception
among businesses that NGOs are unpro-
fessional.

A strong network of NGOs providing sup-
port services and training to other NGOs
was created through the USAID-supported
DemNet Program, which ended in October

2002. While the

INFRASTRUCTURE | thirteen Interme-
diary Support Or-

2003 2.5 ganizations
2002 2.5 strengthened
2001 3.0 through this pro-
iggg 28 gram still exist

' and continue to

provide leader-
ship in their given sectors, they are in-
creasingly fragile as there is little donor in-
terest in supporting such infrastructure
services.

NGOs have successfully formed coalitions
around specific topics or issues, such as

PUBLIC IMAGE: 3.5

the environment, youth issues, or the
amendments to the penal code or local
elections, as mentioned above. There is,
however, no organization that represents
the interests of the whole sector, nor do
NGOs see the need for such a body.

A USAID-supported program is working to
develop community foundations through-
out Bulgaria, with the first three located in
Blagoevgrad, Gabrovo and Chepelare.
While these organizations have been fairly
successful in raising local funds for locally
identified needs, they have not yet made
the transition to serving as grant-makers in
their communities.

NGOs have gradually
ITI\L/IJE(L;EC improved their.image

and stature with the
2003 3.4 general public, as well
2002 3.5 as the government
2001 4.0 and business sectors,
2000 4.0 through the implemen-
1999 4.5 tation of successful

programs and work
with the media. NGOs have increased
their public relations skills, although rarely

have sufficient resources been dedicated
to public relations. Nevertheless, whereas
previously the media was only interested
in NGO scandals, success stories have
received increasing coverage over the
past few years. Local NGOs, especially,
get significant coverage in local media out-
lets. National NGOs, on the other hand,
have a harder time attracting media atten-
tion.
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Progress in improving the sector’s public
image has been hampered, however, by
high-profile scandals involving NGOs. The
latest came just two weeks before the Oc-
tober local elections, when the Democracy
Foundation, a foundation associated with
the United Democratic Forces, one of the
major political parties in Bulgaria, was ac-
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cused of accepting a $200,000 donation
from a controversial businessman with
criminal connections. While it is too early
to gauge the effect of this scandal on other
NGOs, precedent has shown that such in-
cidents tarnish the reputation of the entire
sector, and foundations nationally are ex-
pected to suffer.
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NGO SUSTAINABILITY: 3.5

The Croatian NGO sector continued to
expand and

NGO improve in 2003.
SUSTAINABILITY The number of
NGOs increased
2003 3.5 to approximately
2002 3.7 23,800 registered
2001 3.8 organizations and
2000 4.3 associations.
1999 4.7 NGO activities
1998 4.4

are more Vvisible
and better recognized in society; although
there is stil a need for additional
improvements. Traditionally the largest
number of associations still operates in the
area of sport, culture, economy, and
veteran issues. Many associations
continue to operate in the capital and three
regional centers; although some new
initiatives have been started in smaller
municipalities throughout the country.
Such developments are primarily the result
of donors’ efforts.

During the past year additional improve-
ments were achieved in NGO/government
relations, This is primarily a result of the
exceptional and very effective role which
the Government Office for Cooperation
with NGOs (GOCN) played in improving
NGO/government relations. Together with
the National Council for Civil Society they
effectively recommended various legal and
policy changes to the Government of
Croatia (GOC). The Council for Civil Soci-
ety continued to operate as an advisory
body to the government and as a mediator
between NGOs and the Government.

Despite the positive developments, nu-
merous NGOs continued to face problems
related to their financial and organizational
sustainability. This area remains the main
obstacle for future development of NGOs
in Croatia. This weakness is also caused
by weak philanthropic practices and the
economic difficulties of the last ten years.
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The legal environment continued to im-
prove slowly, especially with enactment of
the new Law on the National Foundation
for Civil Society Development and the
government’s decision to allocate 50 per-
cent or approximately $20 million of lottery
funds for NGO activities. The civil society
budget from lottery funds will be approxi-
mately $2 million and will be managed by
the new Foundation for Development of
Civil Society. The Foundation will be fo-
cused on implementing programs that
stimulate the sustainability of the non-profit
sector, support cross-sectoral cooperation,
development of civic initiatives, philan-
thropy, and volunteerism, and promote
democratic institutions. It's main areas of
work will be education, research, advo-
cacy, evaluation, IT, international coopera-
tion, public-private partnerships and pub-
lishing. The Foundation was already regis-
tered in November of 2003.

NGOs still face some problems related to
tax incentives and VAT, especially when
funding comes from Croatian sources. In
spite of such issues the scoring for legal
environment is still the highest, compared
to the area of financial sustainability,
organizational  capacity and NGO
infrastructure  which  still remain the
weakest areas. In addition to the legal

LEGAL ENVIRONMENT: 2.8

environment Croatia’'s NGO  sector
continues to be relatively strong in the
area of advocacy and service provision.

Thanks to the efforts of the Government
Office for Cooperation with NGOs. There
is greater openness and cooperation from
local and national government. However,
there are still many government officials
who do not recognize potential benefits
and impact of NGO/government
cooperation. Even in many urban centers
departments for social services tend to be
the most open and interested in such
cooperation than representatives of other
departments.

Some positive trends were also evident
regarding NGO-business sector coopera-
tion and promotion of corporate social re-
sponsibility and philanthropy. NGO efforts
to promote volunteerism have increased,
although a number of active volunteers in
many NGOs continue to be relatively
modest. Networking among broader num-
ber of NGOs is still not sufficiently prac-
ticed, although networking is more com-
mon among bigger NGOs. Many smaller
NGOs continue to operate in isolation, al-
though many of them recognize the impor-
tance of partnering with other sectors.

The 2001 Law on Associations provides
for a fairly reasonable procedure for asso-
ciations to register. In addition, access to
information about registered associations
was further facilitated after the introduction
of an online registry of associations. Train-
ing programs for registration officials also
had an impact on improvement of the
NGO registration process. On the other
hand, the 1995 Law on Foundations and
Funds still provides restrictive conditions
for the registration of organizations. For
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example, it provides that organizations
cannot be entered into the registry if their
statutory goals are deemed trivial or if their
property is not deemed sufficient to carry
out their statutory activities.

The Law on Associations is reasonably
clear and transparent on the issues of
internal management, scope of
permissible  activites and financial
reporting. However, the provisions on
prohibition give rise to concerns, and even



minor departures from statutory goals may

lead toward
LEGAL prohibition of an
ENVIRONMENT | association.

2003 2.8 On the other hand,
2002 2.8 the Law on
3883 28 Foundations and
1999 6.0 Funds confers upon
1998 6.0 the government a
great deal of

unwarranted  power regarding the

appointment  of the  organization’s
management body. Generally NGOs are
free to take a stand on public issues and
express criticism towards government.

A positive development in 2003 was the
enactment of a new Law on Humanitarian
Assistance, which supercedes the 1992
Law. The new legislation provides a more
comprehensive definition of humanitarian
assistance and permits all recognized
forms of NGOs in to deliver humanitarian
assistance.

There was improvement in local legal
capacity over recent years in this regard.
There is indeed a body of lawyers that
have been trained and are familiar with
NGO law. There are also resource centers
providing legal advice to NGOs in regional
centers, including Rijeka and Osijek.
However, in spite of that there is a
perceived need to strengthen this kind of
service in the capital and other centers as
many NGOs are still not aware of legal
services which NGO support centers can
provide.

Although many NGO leaders tend to dis-
agree, the tax regime for NGOs is rela-
tively favorable. Grants and donations to
NGOs are not taxable as long as they are
used to finance an NGQO’s non-profit activi-
ties. Membership dues that are not directly
related to the purchase of goods and ser-
vices are also not taxable, provided that
the organization’'s statute includes mem-
bers’ fees. The Red Cross and other hu-
manitarian organizations, associations,

CROATIA

and foundations are exempt from gift and
real estate taxes. As for VAT, normally, an
organization is included in the VAT system
if it applies for such status or if the value of
its taxable deliveries exceeds approxi-
mately $14,000 a year. The Red Cross,
trade unions, religious communities, and
other institutions established under sepa-
rate laws are exempt from VAT, the rate of
which is 22 percent on the total value of
the organization’s deliveries. Domestic
humanitarian organizations have the
status of a final consumer and are thus
also not included in the VAT system.
Goods necessary to accomplish statutory
goals purchased by domestic organiza-
tions with donations from foreign organiza-
tions are exempt.

Donations made by corporations or indi-
viduals to organizations pursuing cultural,
scientific, educational, health, humanitar-
ian, sport, religious and other activities are
deductible up to 2 percent of the donor’s
income generated in the prior calendar
year.

The Law on Associations does not clearly
define the extent to which associations
can engage in economic activities, and the
registration practice has not been consis-
tent on that issue either. In contrast, the
Law on Funds and Foundations is more
explicit in defining permissible income-
generating activities. The tax code does
provide certain exemptions for the income
generated from the economic activities of
NGOs. An organization’s income from
economic activities is taxed if its exemp-
tion would result in the organization ob-
taining an “unjustified privileged position in
the market.” The Tax Administration, on its
own initiative or upon the request of a tax-
payer or other interested person, may de-
termine on a case by case basis whether
to tax income generated from an NGO’s
economic activities. No distinction is drawn
between associations, funds and founda-
tions, or between related and unrelated
business activities.
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NGOs are allowed to legally compete for
government contracts and procurement at
the central and local level. The 2003 en-
actment of the law establishing the Na-
tional Foundation for the Development of
Civil Society promises to lead to greater
financial support for NGOs and informal

ORGANIZATIONAL CAPACITY: 3.8

civic initiatives. The National Foundation
will play an integral part in a new model of
public financing, which envisages an in-
creased role for government ministries,
thus ensuring a more equitable distribution
of responsibility among government stake-
holders.

NGOs are becoming more aware and
ready to improve communication with their
constituencies, especially on a local level.
The Consumer Association was active in
establishing a direct relationship with their
constituency. There is also progress with
youth groups. NGOs were more active
organizing various humanitarian
campaigns to increase public awareness
and provide assistance to people in need.

ORGANIZATIONAL | Despite such
CAPACITY developments
there is a need
2003 3.8 for further
2002 4.0 improvements in
2001 4.0 NGO-
2000 4.8 constituency
1999 4.0 relationship.
1998 3.0

Generally larger
NGOs have both a well-defined
organizational structure and a well-defined
mission, with clear distinction between
governing and management structure,
Often many of them respect that structure
in decision-making process. They also
incorporate  strategic planning in a
decision-making process. On the other
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hand, NGO boards in numerous NGOs are
still not sufficiently open to contributors
and supporters to verify appropriate use of
funds.

There are several important differences
among Croatian NGOs, with some having
relatively large paid staff and few
volunteers while others have a large
number of volunteers and just one, or
maximum two, paid staff members. It is
less common that NGOs have good
balance between several paid staff
members and bigger number of
volunteers. Often several NGOs provide
training for volunteers and assisting NGOs
to better integrate them in an organization.
On the other hand an interesting trend is
that Croatia has more soldiers who are
more interested in civil service in NGOs
instead of traditional military service.
According to the recent research almost
60 percent of soldiers prefer civil service
with various NGOs instead of military
service.

Many NGOs have basic office equipment
with internet access although that
equipment is often not the most recent.
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Many local governments provide support
to a broader number of NGOs, especially
to groups active in local communities. This
is especially related to small NGOs active
n the area of social services. Some local
governments provide office space to
NGOs in bigger urban centers. However,

FINANCIAL this practice often
VIABILITY does not apply to hu-

man rights and peace
2003 4.4 groups. An increased
2002 5.1 number of small busi-
2001 5.0 nesses and volunteers
2000 6.6 supported community
1999 6.0 building initiatives. It is
1998 5.0 evident that it is easier

for NGOs to mobilize
community members and raise funds lo-
cally when NGO programs are designed to
satisfy community needs.

Mature NGOs made progress in
diversifying their funding base which helps
them to remain viable during a short-term
period. On the other hand, many local
NGOs are heavily dependent on relatively
small support from local and municipal
authorities. However, most NGOs have
problems ensuring their longer-term
sustainability. With decreased foreign
support, NGOs are more dependent on
local donor support. Recent adoption of
the Law on Lottery Proceeds will enable a
large spectrum of NGOs to receive funding
through the new National Foundation for
Development of Civil Society.

Many NGOs understand the importance of
sound financial management systems and
frequently use services of independent
accountants and auditors. NGO efforts to
improve financial management are the
result of pressure that comes from foreign
and Croatian donors, including Croatian
government. Improvements are maostly the
outcome of better monitoring and
evaluation practices by the Government
Office for Cooperation with NGOs and
several ministries. In addition, larger
NGOs continue to publish their annual
reports with financial statements, although
that practice is still not common for a large
number of them.

Some NGOs have a loyal core of financial
supporters, either local governments, for-
eign or corporate donors. For the first time
some concrete initiatives were undertaken
by several NGOs to build a community
partnership and establish approximately
four community foundations in different
municipalities. These few NGOs are aware
that only through commitment and creation
of broader coalition; community founda-
tions can become effective and sustain-
able. Still many NGOs continue to have a
weak membership base. The government
has continued to have social contracts for
provision of services with 131 NGOs in the
area of social services, health, education,
culture and youth.
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ADVOCACY: 3.0

Communication between NGOs and the
government  continued to improve,
especially thanks to the leadership of the
Government Office for

ADVOCACY | Cooperation with
2003 3.0 NGOs. Additional
' improvements are

2002 3.0 . .
especially evident on

2001 3.0 .

2000 2.5 the _natlor_lal level
1999 4.0 regarding direct NGO
1998 4.0 communication with
various ministries and

the Parliament. Several NGO leaders
serve as NGO representatives in
parliamentary committees. The work of the
Council for Civil Society was critical for
improvements in NGO/government
relationship. The Council recommended
various policies and decisions critical for
NGO-government relationship and civil
society development projects, including
civil society strategy, criteria  for
government funding and other policy
issues. Progress in NGO-government
relations is especially evident in the area
of civil society, gender, youth, social
services, education and culture. While the
progress is evident on the national level
there are still some obstacles on a local
level. In spite of significant improvements
in several regional centers and smaller
municipalities, there are still evident
obstacles in some communities like in
Vukovar.

NGOs have been effective organizing
various peace, environmental, educational
and other advocacy initiatives, as “Stop
Wars”, Papuk Nature Park — organized
public protest against illegal dumping and
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Kvarner Eco-Initiative against Druzba
Adria  Project. Advocacy initiatives
organized on the local level were
especially successful.

There is a group of NGOs that
successfully ran lobbying and advocacy
campaigns. During the last year,
successful campaigns included consumer
associations, women, human rights, youth
and other NGOs. They were critical in
lobbying new legislation, as for example
the law on gender equality, law on
consumer rights, the Law on Access to
Information, Law on Conflict of Interest
and other.

The Government Office for Cooperation
with  NGOs continued to be the key
organization in promoting legal and
regulatory framework that can better
promote civil society and the NGO sector

interests, including voluntarism,
philanthropy  and  corporate  social
responsibility. Several NGO support

centers also participated in this initiative,
providing logistical support for regional
events.

From time to time some NGOs tend to be
harassed by different political lobby
groups. Often the government tends to be
weak responding to this kind of political
pressure. On the other hand NGO advo-
cacy and lobby efforts are not steady but
rather irregular, NGO lobbying and advo-
cacy activities are missing regarding some
sensitive but critical issues, as corruption,
rights of minorities and victims of war, and
privatization.
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NGOs continue to provide various types of
services, including

SERVICE basic social services.
PROVISION These services are
becoming more
2003 3.4 diversified and focused
2002 3.7 - ;
2001 4.0 on filling gaps which
2000 4.4 government is unable
1999 5.0 to cover. NGOs are
trying to assess and

respond to the needs of communities in
which they work. A lesser number of
NGOs conduct needs assessments before
starting new programs. Most NGOs
provide services and assist broader
constituency than just their own
membership. NGOs have become more
active in publishing books targeted
towards the NGO community although
there are several NGO reports and
publications targeted towards broader
public and other sectors, including
government and business sector. Such
example is a booklet “Guide through Inter-
sectoral Cooperation” published by the
NGO “Slap.” Another book “Importance of
Gender in Views and Sexual Behavior of
Female and Male Adolescents” published
by women NGOs CESI is also an
interesting publication not just for NGOs
but also for teachers, psychologists,
sociologist and other medical
professionals. Another NGO GONG
published a guide for first time voters and
an election lexicon for youth. RI Center
published a book on accounting for NGOs.
Association SMART published two books
on fund-rising and project proposal writing
as well as on capacity building of women
human rights groups. Most NGO

publications are distributed for free,
although several NGOs have been trying
to sell them, arguing that NGO activists
value more publications which they buy
than those which they get for free. Most
NGO publications have reasonable prices,
often approximately around seven dollars.
Despite such publishing successes NGOs
still do not put more effort into informing
broader NGO community and public about
their  publications, but keep such
information among their traditional NGO
circle.

In 2003 Croatian NGOs have continued
with social contracts they signed with
several ministries and government offices,
mostly in the area of social services,
health and education. The government is
ready for social contracting with NGOs,
although that is mostly distinctive for
traditional NGO areas as social services,
education and health. In 2003 NGOs had
a total of 131 social contracts with various
ministries and government offices. Out of
131 government social contracts almost
60 are in the area of social services, 24 in
the area of health and drug addiction, 22
in the area of education, and the
remaining 25 in other areas. Practice of
social contracting is also common for
some regional centers.

However, there are still some ministries
and local government departments which
are not yet ready to cooperate with NGOs
more. This will require additional im-
provements on both NGO and government
side and improved knowledge and trust
among both sides.
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INFRASTRUCTURE: 3.6

Croatia continues to have several inter-
mediary support organizations (ISOs) in-
cluding training organizations, regional
NGO support

INFRASTRUCTURE centers and new
2003 3.6 grant making or-
' ganizations,

2002 3.9 . :
which are mainly

2001 4.0 _

2000 4.0 based in the
1999 4.0 capital and three
regional centers.

During the past year with donor’s support
three grant-making organizations have
made significant progress in improving
their outreach and assisting community
building groups and civic initiatives
throughout their specific regions. Thanks
to that assistance new initiatives have
been successful in organizing community
activities and bringing community mem-
bers and volunteers together, partnering
with municipal authorities, small busi-
nesses and other community partners.
Despite ISOs valuable efforts to assist a
broader number of NGOs, many of them
still are not able to respond fully to the
needs of a larger number of grassroots
and less developed NGOs throughout their
specific regions. Almost all intermediary
organizations are mostly supported by for-
eign donors. These organizations have
continued to support regional networking
among NGOs, organizing regional NGO
forums, various training programs and
providing technical assistance and other
types of support. Additionally the Croatian
Office of the Regional Environmental Cen-
ter also continues to provide support ser-
vices to environmental NGOs, through
training, provision of grants, information
sharing, i.e., e-mail lists, bulletin, and web-
site.

Croatian NGO sector continues to be
fragmented across various sub-sectors
and still does not have a strong NGO
focused on promoting and protecting
interest of the whole sector. Until now that
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role was played mostly by the Government
Office for Cooperation with NGOs. In
future the new National Foundation for
Development of Civil Society registered in
November of 2003 will serve that role in
addition to re-granting funds from lottery
funds and other activities Expectations are
that the new foundation because of its
respectful leadership will be even more
effective in filling numerous gaps as they
will be established as public-private
foundation.

However in spite of present weaknesses
of Croatian NGO sector there is still a lot
of networking and cooperation among
different NGOs. The strongest networks
remain connected with women,
environmental, youth and human rights
and peace NGOs groups.

Croatia has a group of relevant basic NGO
management trainers in the capital and
three regional centers. On the other hand
the number of advanced and qualified
trainers specializing in areas critical for
NGO management is relatively small, for
example in the area of NGO monitoring
and evaluation. On the other hand a
number of trainers specializing in areas
such as conflict resolution, psycho-social
support, gender issues is significantly
bigger. Improvements are evident
regarding availability of basic training
materials in Croatian language, which is
also covered in the section on service
provision. Such materials are especially
valuable for smaller grassroots NGOs. It is
excellent that some of these publications
are also available electronically, as
SMART fund-rising guide, GONG'’s
publications on election, and publications
on legal framework for NGOs etc.
However there are still needs for
translation of more advanced materials
and textbooks.



Cross-sectoral partnerships with other
sectors to achieve common objectives,
especially with local businesses and local
governments are practiced more
frequently. Such partnerships are the

PUBLIC IMAGE: 3.4
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result of efforts to help both partners to
learn more about and consequently
understand that working together they can
achieve more, especially in promoting
development in local communities.

Media increasingly covers NGO activities,
especially regarding children, disabled,
gender, and the environment. The most
effective in promoting NGO issues
continues to be the national TV program
called “Good Morning Croatia.” Other print
and electronic media are open and
interested in civil society, including two

national weeklies,

PUBLIC although many NGOs
IMAGE stil have difficulties
successfully

2003 3.4 presenting their
2002 3.5 activities to media and
2001 3.8 public. On the other
2000 4.0 hand, there are still
1333 3:8 instances when media
portrays NGO

activities in a

sensational way. Thanks to NGOs efforts
and media’s interest in such topics, the
public is more aware and sensitive
towards family violence, trafficking in
persons, abuse of children, and rights of
disabled persons.

NGOs are aware of media’'s role in
promoting their public image and actively
try to improve their media communication,
organizing press conferences,
presentations, and other public events to

which  they regularly invite media
representatives. Therefore NGOs tend to
receive more public support than before, in
spite of limited public awareness and
understanding about civil society issues.

Perception of NGOs by businesses and
government representatives has slightly
improved, mainly as a result of progress in
their communication and better
understanding  of  corporate  social
responsibility practices in the business
sector, especially among several large
companies. Although NGOs still have to
make significant improvements in their
cooperation with the corporate sector and
encourage development of joint
partnership instead of restricting that
cooperation to financial support only.

Several well-established and professional
NGOs have a code of ethics. During the
last year a group of NGO trainers worked
together on development of trainer's code
of ethics, which is an important step for-
ward for Croatian NGO trainers. Also well-
developed associations actively demon-
strated openness and transparency in their
operations through their web sites, annual
reports, and annual NGO forums.
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NGO

SUSTAINABILITY | ‘According to the

Statistics Office,
there are almost

2003 2.4 |
2002 2.5 58,000_reg|stered
2001 2.3 NGOs in the

2000 2.4 Czech Repubilic.

LEGAL ENVIRONMENT: 3.0

Of which 88 percent are civic associa-
tions. Public benefit organizations, foun-
dations, and church-related organizations
account for the reminder. The 2003 trend
saw NGO sustainability make steady
gains as the Czech Republic’s score im-
proved to a 2.4.

Czech NGOs are regulated by a myriad of

different legisla-

LEGAL tive acts, includ-
ENVIRONMENT ing separate
2003 3.0 laws for each of
2002 3.0 the different
2001 2.0 forms of NGOs
2000 2.0 in the country.
Civic  associa-

tions are covered by the 1990 Law on As-
sociation of Citizens; public benefit or-
ganizations fall under the 1995 Law on
Public Benefit Organizations (amended in
2002); and foundations and foundation
funds are governed by the 1997 Law on
Foundations and Foundation Funds (also
amended in 2002). Registration proce-
dures, organizational structure, financial



management, and the dissolution of or-
ganizations are all addressed by these
acts. The 2002 Law on Volunteerism,
which introduces the notion of volunteer-
ism into Czech law, comes into force in
2003. Furthermore, a new Civic Law is
being prepared in 2004 which will funda-
mentally influence NGOs'’ activities.

The registration process varies depending
on the type of NGO. Civic associations
register relatively easily with the Interior
Ministry. Foundations, foundation funds
and public benefit organizations, on the
other hand, register with the Trade Regis-
ter authorities. For these organizations,
the process is often tedious, requiring
long legal procedures, and can be com-
plicated by individual judges’ different le-
gal interpretations.

Requirements related to NGO operations
and finances are also determined by the
legal form chosen. Laws regulating civic
associations do not oblige them to publi-
cize their operations or finances; as a re-
sult, some organizations which are public
benefit organizations by the character of
their activity register themselves as civic
associations to minimize the burdens
placed upon them.

The dissolution of NGOs is covered by
the Commercial Code and is extremely
complicated and financially demanding.
As there is no legal obligation for civic as-

ORGANIZATIONAL CAPACITY: 2.9

CZECH REPUBLIC

sociations to be removed from the regis-
try, there are still many groups registered
which no longer operate, thereby distort-
ing statistics on the sector.

There are very few qualified non-profit
legal specialists in the Czech Republic,
although legal services are readily avail-
able in Prague and Brno. Their availability
in regional cities is more troublesome,
and in some regions, such services are
lacking entirely. A similar situation exists
in the area of tax consultancy. Despite
lower fees for these services in the non-
profit sector in comparison to commercial
rates, they are often unattainable as
NGOs frequently lack the financial means
to pay for them. Non-profit courses are
now offered at the university, which may
provide a source of new experts in the
future.

Tax legislation affecting the sector is
mixed. NGOs are not taxed on grants,
appropriations and gifts, and endowment
earnings of foundations are also tax-
exempt. However, incentives for potential
donors to NGOs are minimal. Because of
the relatively low level of deductions (5
percent for firms and 10 percent for indi-
viduals), donors often make barter
agreements concerning advertising, for
example, which are not advantageous for
NGOs as they are treated as taxable
business transactions.

NGOs’ basic management structure is de-
fined by law and also differs according to
the form of registration. While manage-
ment structures are clearly defined in the
case of foundations, foundation funds and
public benefit corporations, they are quite
vague in the case of civic associations.

Several Czech foundations administering
foreign funds are encouraging NGOs to
think more strategically by offering grants
to strengthen NGOs” sustainability through
strategic planning, public relations, fund-
raising and marketing. As a result of these
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grants, hundreds of NGOs have started to
focus on these issues. There is doubt,
however, as to whether NGOs will con-
tinue such activities after these grants ex-
pire. While progress is being made in this
field, many organizations still have poorly

ORGANIZATIONAL defined missions
CAPACITY and do not appre-
ciate the impor-
2003 2.9 tance of strategic
2002 2.9 planning.
2001 3.0
2000 3.0 NGO personnel

are often em-
ployed on a contract basis limited to the
duration of a project for which finance has
been secured. Unfortunately, this also in-
cludes positions essential for the operation
of the organization as a whole, such as
management. The lack of professional
staff development is due to the fact that
most donors do not provide financial sup-
port for an organization’s general opera-

FINANCIAL VIABILITY: 1.9

tions. As a result of this situation, there is
much turnover in the non-profit sector.

By law, all statutory members of NGOs are
volunteers. There is a network of special-
ized volunteer centers in the Czech Re-
public that provide services to NGOs and
the public. However, NGOs generally do
not have sufficient time, energy or experi-
ence to effectively utilize volunteers.

The level of technical equipment available
to an NGO is usually a direct reflection of
their fundraising skills. While technology is
not generally a priority for donors, in some
cases, it is possible to obtain technical
equipment within the scope of individual
projects. It is also common to for such
equipment to be presented as gifts.

A significant majority of NGOs, approxi-
mately 85 percent, is financed only or
mostly from domestic sources. This is
primarily a result of external realities than
a conscious decision by NGOs. Foreign

funding is signifi-
FINANCIAL cantly limited: at
VIABILITY present only pro-
2003 19| LER T Tor
2002 2.0 ,
2001 2.0 eign funds are
2000 2.0 still receiving

such support. It

is possible that in the near future the loss
of these funds will be replaced by Euro-
pean financial resources, especially from
the European Social Fund and Fund of
Consistency. The strategy for accessing
European funds in 2004 is being prepared
now at the relevant government minis-
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tries. NGOs had input at the outset of the
process.

Public budgets are the main source of
NGO financing, accounting for over a
third of the total income of Czech NGOs.
Generally speaking, the larger the organi-
zation, the greater the level of depend-
ency on public financing. Support from
Czech foundations, on the other hand,
only makes up approximately 10 percent
of all NGOs’ income. Private donors are
unable or unwilling to respond to NGOs’
needs, as the return on investments in
NGOs is deemed to be too low and cor-
porate philanthropy itself is a relatively
new concept in the country. Corporate
financing currently accounts for approxi-
mately 11 percent of NGO support, while
individual contributions make up about 7



percent. Self-generated income accounts
for another 20 percent.

It is not yet common for Czech NGOs to
consider diversification of their financial
resources as a factor in their long-term
sustainability. There is progress in this

ADVOCACY: 2.0
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area, however, thanks to programs that
provide grants for strategic and financial
planning, which has benefited both large,
influential organizations and smaller re-
gional NGOs.

Recently there has been a growing will-
ingness of public authorities to communi-
cate and cooperate with NGOs. Many bar-
riers to partnership still exist on both sides,
however, including insufficient information,
non-transparent behavior, weak communi-
cation skills, and public officials’ distrust in
the mandate of NGOs. Public authorities

ADVOCACY try repeatedly to limit
the participation of
2003 2.0 the public, including
2002 1.8 NGOs, in govern-
2001 1.8 ment proceedings.
2000 2.0
The environment for

political lobbying exists but there is a lack
of developed and proven skills to capital-
ize on it. At the same time, it is often diffi-

SERVICE PROVISION: 2.2

cult for NGOs to agree on common goals,
as sometimes they are unwilling to sup-
press their own specific interests.

Czech NGOs usually have the opportunity
to comment on new legislation as it is be-
ing drafted. However, there is not a stan-
dard channel for information to flow be-
tween the legislation’s sponsors in parlia-
ment and the NGO sector. Therefore
some pieces of legislations are com-
mented on late or not at all, and others are
commented on by inappropriate individu-
als or organizations. NGOs themselves
also occasionally initiate legislation.

NGOs offer products and services in vir-
tually all areas, in ef-

SERVICE fect  supplementing
PROVISION and rounding out the

limited offerings of the
2003 2.2 government and
gggi 3(2) business sectors.
2000 2.0 While NGOs cover

most service areas,
they often have insuf-
ficient knowledge of the needs of the pub-

lic and/or target groups, and the products
and services provided are sometimes of a
low quality. NGOs and government offi-
cials also pay insufficient attention to the
quality of services in relation to cost. De-
spite their range of offerings, NGOs find
that they are unable to meet total demand
for their products and services, for exam-
ple, in areas of social service and health
care. NGOs are generally regarded posi-
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tively by government officials and politi-
cians.

Czech NGOs have been seeking ways to
increase their ability to generate revenue
in order to compensate for the decline in
foreign financial sources. Too many or-
ganizations still set the prices for their

INFRASTRUCTURE: 3.0

services intuitively, as opposed to basing
them on real costs, further complicating
attempts to evaluate and demonstrate
NGOs’ effectiveness. To achieve change
it will be necessary to increase the quality
of financial management, pricing policy
and public relations.

There are a sufficient number of informa-
tion and service organizations in the
Czech Republic. Many of these are lo-
cated in Prague and provide services
throughout the

INFRASTRUCTURE | country. In other
areas, regional

2003 3.0 service organiza-
2002 3.0 tions have
2001 3.0 emerged to fuffill
2000 3.0 the needs of local

NGOs. Over the
past year, some of these organizations
began networking. The biggest problem
service organizations face is their lack of
financial sustainability, exacerbated by the
low purchasing power of other NGOs and
the decreasing number of donors in this
area.

The basic range of training courses of-
fered in NGO management, fundraising
and public relations is adequate, but there
is a lack of specialized education for ex-
perienced employees. Furthermore, the
quality of lecturers and consultants is not
always sufficiently high. Training efforts
are also hurt by the lack of domestic litera-
ture on relevant topics. Most materials are
translations of foreign works which do not
reflect the Czech cultural and social envi-
ronments. In 2003, an electronic database
of NGO consultants was launched.
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There are several types of local grant-
making organizations, including founda-
tions and foundation funds, state bodies
and local authorities. In general, grant an-
nouncements are not well balanced —
while certain geographic areas or types of
activities may be covered by several pro-
grams, others are not supported at all.
Better communication between grant-
makers would ameliorate this problem.

There are more than 80 associations in
the Czech Republic, including both na-
tional and regional, and general and the-
matic associations. In general, associa-
tions covering a specific region or topic
operate most effectively, while national
and all-encompassing associations may
suffer from communication problems and
find it difficult to effectively represent
NGOs when negotiating with a third part-
ner due to their small membership base.
The NGO association ANNO was created
in 2003 with the goal of supporting the de-
velopment of the Czech non-profit sector,
primarily through representing NGOs in
negotiations with the government and
European Union institutions. This associa-
tion, however, has not received the sup-
port of the sector.

Effective intersectoral partnerships are of-
ten hampered by a lack of skills and finan-
cial resources within the NGO sector, al-
though NGOs are becoming more aware



of the necessity of such partnerships for
their future development. One good ex-
ample of intersectoral cooperation is the
Government Council for NGOs, an advi-

PUBLIC IMAGE: 2.1

CZECH REPUBLIC

sory body of the Czech government that
brings together representatives of NGOs,
employees of Czech ministries and re-
gional authorities.

NGOs have managed to attract steady
attention from both national and regional
media. Especially for local media, broad-

casting  information
PUBLIC about NGOs has be-
IMAGE come a permanent
feature of their news
2003 2.1 coverage. The num-
gggi gg b_er of negative news
2000 3.0 pieces ab_om_Jt NGOs is
now negligible and in

most cases the in-
formation is accurate. Media coverage of
the sector tends to focus on specific
events and activities, paying little atten-
tion to explaining the general role of
NGOs in society to the public.

Recent polls indicate that 63 percent of
respondents believe NGOs fulfill an irre-
placeable function in society and 76 per-
cent believe that they deserve more at-
tention. Approximately the same percent-
age of people, however, thinks that finan-
cial resources provided to the non-profit
sector are not used effectively. Roughly
half of respondents were not able to
name a single NGO. Most respondents
lack information regarding the activities of
NGOs and 85 percent complain of low
transparency of NGO activities. The pub-
lic is aware of some specific achieve-
ments of NGOs but does not always un-
derstand that the work has been done by
a non-profit organization. Even the terms
“non-profit organization” and “non-profit
activity” are often not understood by the
public.

NGOs have been trying to change this
situation for some time. For example,
there have been several promotional and
fundraising campaigns organized over the
past several years, for example, 30 Days
for the Non-profit Sector, The Three
Kings’ Collection, and Help the Children.
Other efforts to improve the public image
of the sector are also being undertaken
and are slowly having the desired impact.

Despite criticisms about NGOs' lack of
transparency, almost half of respondents
(46 percent) claim that they contribute to
NGOs’ activities - most of them through
public collections. At present, 416 public
collections are registered at the Ministry
of the Interior with both national and re-
gional coverage.

Foreign companies view NGOs positively
and cooperate with them regularly. This is
also true of domestic regional businesses
that are more familiar with NGOs’ contri-
butions to community development. This
positive perception of NGOs’ work, how-
ever, does not always translate into finan-
cial support, although corporate social
responsibility is being increasingly dis-
cussed and promoted. In the case of gov-
ernment entities, NGOs are generally
perceived positively in their role as impor-
tant providers of public services, partners
for cooperation and also partners for fu-
ture European projects.

NGOs with a longer-term horizon are
aware of the need to present information
to the public truthfully and clearly. For in-
stance, a number of civic associations
publish their annual reports even though
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the law does not require them to do so.
Nevertheless, there are still significant
limits to self-regulation in the sector. For
example, NGOs hesitate to publicly criti-
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cize unethical behavior within the sector
for fear that this would harm the reputa-
tion of the sector as a whole.
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NGO SUSTAINABILITY: 2.2
Estonian NGOs ciations and 563 foundations which totals

NGO

gained more popu-
SUSTAINABILITY

larity and support
from the public and

2882 53 private sectors.
2001 2.1 There is a large
2000 2.4 number of regis-

tered organizations

with 19,090 asso-

LEGAL ENVIRONMENT: 1.8

19,653. It should also be noted that the
large number of housing associations
doubled the size of the third sector. Only
about 1,200 are public benefit organiza-
tions. It is estimated that about 16,000
people or 4-5 percent of the workforce is
employed in the NGO sector.

In general, the legisla-
tive environment for
nonprofit organizations
in Estonia is favorable.

LEGAL
ENVIRONMENT

2003 1.8 ;
2002 2.0 The fact that in recent
2001 2.0 years the number of
2000 2.0 NGOs has increased

enormously is  proof

that the legislation allows for easy registra-
tion of associations, and foundations.
NGOs are registered according to three
laws: the Act on Associations, the Act on
Foundations and Law on Obligations (for
non-registered organizations). Specific
governance duties and obligations are de-
tailed in laws like Law of Parties, Law on
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Apartment Associations, Law on Trade
Unions, etc. Like any legal entity, the non-
profits must also act in accordance with
the Income Tax Law, Accounting Law, etc.

The laws guarantee independence from
the state, freedom of speech and the right
to profit. One downside is that the law
treats all NGOs equally without taking into
account certain important variations. For
example, the law does not distinguished
whether an NGO is founded by individuals,
local authorities or other organizations.

Since the management and governance
structures, scope of permissible activities,
financial reporting, accounting and
dissolution are all covered in the
legislation, founding members of an NGO
often copy the legislative text directly into
their statutes. Paperwork related to
accounting and taxation has proven to be
difficult for smaller NGOs who are required
to do almost the same amount of work as
larger organizations. Advisors and auditors
have their hands full creating balance
sheets suitable for NGOs.

The NGO fiscal law is progressive yet su-
perficial. Tax deductions for businesses
and individuals who are engaged in charity
are not used to maximum limit because
the procedure and deductions are not mo-
tivating. Individuals may deduct income
tax on documented gifts and charitable
contributions to organizations on the Min-
istry of Finance list. Deduction is limited to
5 percent of taxable income. Regarding
corporate donations, there are two alterna-
tives: either to deduct up to 3 percent of
the total remuneration paid to employees
in the previous calendar month or to de-
duct up to 10 percent of profit from the
previous year as charitable contributions
to associations and foundations on the
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Ministry of Finance list. The process of
getting on the list has been made compli-
cated as the criteria for being applicable is
ambiguous. On January 1%, 2003, there
were about 1,400 NGOs on the list. These
are NGOs operating in the public benefit.

Fiscal laws hinder the use of volunteers
since transportation and food expenses for
volunteers are considered gifts from a
legal perspective. Additional taxes mean
that the amount paid for food and
transportation exceed the actual cost of
the service itself. Volunteer work is
critically important for NGOs but they do
not receive tax-exemption for costs
incurred by wusing volunteers. Local
authorities are typically less criticized
since they are usually the main sponsors
of NGOs. Smaller NGOs rely heavily on
personal contacts with local authorities. No
one can influence NGOs through
legislative means as long as all obligations
to the state have been fulfilled. From time
to time it seems that state control should
be stronger, especially in the case of
state-controlled foundations.

Most lawyers have basic knowledge of
NGO law — they are usually familiar with
the legal text related to registering an
NGO. All other topics are covered by
specific laws such as Income Tax Law,
Accounting Law, etc. It is always possible
to hire a lawyer or specialist but it is
expensive and most organizations cannot
afford this option.

Estonian legislation allows NGOs to gain
profit from their actions and participate in
government procurement both locally and
nationally. Technically, permits a range of
opportunities, but it could be amended be-
cause it is not meet the needs of NGOs.
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Most NGOs in Estonia operate on a clear
set of mission statements. They have de-
fined their target groups and actively seek
to build local constituencies for their initia-
tives. Latest examples can be drawn from
the field of environment, child support and
trade unions. They are becoming more
and more successful.

NGOs work on their strategic planning and
marketing training and skills. There is a
clear shift to more professional manage-
ment techniques that NGOs want to incor-
porate. The activities of organizations are
usually planned not more than a couple of
years in advance. A well-defined man-
agement structure and permanent jobs ex-
ist mostly in older and larger organizations

ORGANIZATIONAL | Such as umbrella
CAPACITY organlzatlons.
The law requires

2003 2.6 the division be-
2002 2.2 tween boards,
2001 2.3 councils and the
2000 2.5 staff.  Organiza-

tions, their struc-
ture and labor division, are quite clearly
defined in the legislation. Boards and/or
councils are required by law. Most
Boards/councils work in open and trans-
parent manner, information is public and
elections/nominations regulated. Since Es-
tonia is a small country, organizations try
very hard to avoid potential conflicts of in-
terest and follow either general or organ-
izational codes of ethics.

In most NGOs one or two leading mem-
bers do the lion’s share of the work. That
is why there is a general notion that NGOs

are usually run by a single individual.
Temporary jobs are created within the
context of a project but this does not solve
the problem regarding permanent jobs.
Projects usually allocate payments for the
project leader but not to the accountant.

NGO activities are based on volunteer
work; however, NGOS pay additional
taxes related to volunteers.

Organizations do not have proper funds
for acquiring office equipment. A complete
office setup is not always necessary and
members use computers at home, at their
main jobs, at libraries or public Internet
access points, or at the offices of local au-
thorities. The lack of Internet access in ru-
ral areas has made some organizations
use the telephone instead of e-mail as a
default tool for distributing vital informa-
tion. This is problematic because at pre-
sent many application forms for various
projects must be typed up and sent in via
e-mail.

The controlling documents of an NGO are
the following: statute, reports (financial re-
port, activity report), accounting documen-
tation, budgets, project drafts, meeting
protocols, event calendar, plan of action,
house rules (in the case of bigger organi-
zations) and strategy. The general notion
is that documenting is performed actively
only by the larger and older organizations.
Some projects require the presentation of
an annual budget and plan of action,
which fortunately motivates formal docu-
menting in some NGOs.
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FINANCIAL VIABILITY: 2.6

NGOs have mastered different skills in or-
der to survive. The skill to adapt to new
conditions, which can also mean project-
based funding or pro-

FINANCIAL viding services, is a
VIABILITY determining  factor.

Organizations have a
gggg g'g diverse range of' in-
2001 2.6 come sources: direct
2000 2.8 support from the state

and local govern-

ments, grants from foundations, programs
for the EU, membership fees, fees for ser-
vices, volunteer work. A majority of NGOs
are project-hunters and their funding
comes from outside their region — either
from state-controlled or international foun-
dations. If, however, we consider the re-
gional centers of the Cultural Endowment
of Estonia, local self-initiative programs
and funds from local authorities as local
sources then some organizations can re-
ceive two thirds of their funding locally. Al-
though NGOs usually have many sources
of income, available resources are not suf-
ficient to let NGOs feel secure about the
future.

Local philanthropy is developing but local
donors usually support events and not the
daily activities of NGOs. Support is offered
in various forms. The primary means of

ADVOCACY: 2.0

support seems to be non-financial: offering
free goods, transportation, housing, etc.
The importance of non-financial support is
often underrated by NGOs. It would be a
great help to include the rough value of
non-financial support in reports. This
would give an overview for the organiza-
tion of its true financial capabilities and
would formally increase the importance of
a particular donor.

Although associations are organizations
with members, they usually do not live off
membership fees alone. The fee is gener-
ally symbolic.

The income gained by providing services
or renting assets is rather small, depend-
ing on in which field the NGO is operating.
NGOs typically lack the marketing know-
how, not to mention resources Organiza-
tions usually do not expect ‘income’ as
such from these sources. Only a few
NGOs have real estate that they rent. Only
older and more persistent NGOs create
annual budgets. The average NGO relies
heavily on the local authorities who are the
main consumers of the organization’s ser-
vices. The interest range of these authori-
ties, however, is rather narrow with sup-
ported fields normally being sport, culture,
social care and youth work.

There have been times when organiza-
tions have had a profound impact on the
politics and general development of Esto-
nia. In almost all counties there are ties
between organizations and politicians on
both the local-government level and the
council level. These ties are mostly per-
sonal and not institutional (e.g. ties be-
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tween an organization and civil service).
They are mainly used to develop a single
organization or field. In more than half of
the counties, the general opinion was that
organizations could do very little in the
government sector. In others, however,
the opposite opinion was reported.



Advocacy depends on volition and the skill
to create rapport. Rapport does not always
happen at the level organizations would
desire. Findings show that organizations
are not sufficiently familiar with lobbying
and influence methods nor are they aware
of the legal subtleties that exist. When
commenting on draft legislation, NGOs do
not always have enough information about
existing possibilities under the law.
Themis, the web-based legal forum
founded by the Estonian Law Centre, lets
organizations and individuals post sup-
plements and comments on draft laws.
This concept is new and unique on a
global scale and is still gaining trust and
popularity on a nationwide basis in Esto-
nia.

Organizations are not that keen on forming
coalitions in order to influence politics in a
congruent manner. But organizations with
a common objective,

ADVOCACY regional location or
field do reach
gggg gg agreements.  Suc-
2001 1.8 cessful, large-scale
2000 2.0 advocacy campaigns
were  implemented

by the Estonian Stu-
dents Union (loans for student families),
Movement for the Estonian Child, and pre-
serving trees in Jamejala National Park.

Since local organizations tend to work in
isolation, they hope that change will be
brought by national political acts. Known
nationwide organizations are the Estonian
NGO Roundtable, its General Assembly,
and NENO. At the end of last year there
came another nationwide legislative pillar
to lean on — the Estonian Civil Society De-
velopment Concept, also known as EKAK.
EKAK is a document that was founded by

ESTONIA

NENO and other organizations in close
collaboration with the public sector. The
document defines the reciprocal roles be-
tween the nonprofit and public sector, their
rules of interaction, the set of spheres that
are to be supervised by both parties and
the mechanisms constructed to regulate
these spheres for the purpose of develop-
ing and practicing open politics in order to
build a civil society. In order to achieve this
local counties and townships have to be
kept more informed. The Joint Committee
for the implementation of EKAK, consisting
of public servants and nonprofits, headed
by the Minister if Internal Affairs, began
working in October.

Despite the general notion that organiza-
tions are incapable of finding success,
there are a few exceptions. Namely
NENO, the Estonian Fund For Nature,
Kodukant and others have done well in
helping to develop legislation and in the
creation of the National Development Plan
in the framework of the European Union's
funds structure, as well as participation in
educational and environmental politics.

Currently, NENO together with Law firm
Raidla & Partners and several nonprofits
are working with the Ministry of Finance to
change the content of the public benefit
status and the Income Tax Law accord-
ingly. Assistance was provided by the
ICNL. Government offices are now obliged
to discuss their proposed actions with
specific organizations, consider the or-
ganizations’ proposals and also give feed-
back before any decisive action is taken.
Ministries should not only consider involv-
ing appropriate organizations a formality
but they should also maintain an open dia-
log with them.
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SERVICE PROVISION: 2.5

SERVICE In recent years dis-
PROVISION cussion has centered

around service provi-
2003 2.5 sion by NGOs as their
2002 2.5 contribution to the
2001 2.3 well-being of the soci-
2000 2.5 ety. Organizations of-

fer a wide range of
services in such popular spheres as health
care, education, accommodation, school-
ing, counseling and environmental protec-
tion, but also in lesser known fields such
as economic development, administrative
and supporting services. There could be
more but the lack of financial opportunities
creates limitations. Organizations are also
not professional in business planning and
service distribution. The possibility to cre-
ate consistent, full-time jobs in the non-
profit sector is minimal and therefore or-
ganizations have to rely on volunteer work.
With these resources it is difficult to de-
velop a line of quality goods and services.

Most of the goods, services, and events
are based on the needs of a target group
and the community in general. They usu-
ally cover a group besides an organiza-
tion's own members NGOs rarely make a
profit from an event. Goods and services
are offered free of charge or relatively
cheaply and organizations are typically
unable to cover their expenses, although
there are a few exceptions (tourism,
schooling, entertainment, sports clubs,
etc.).

Marketing of services in the nonprofit sec-
tor is still taking shape. Organizations
mainly focus on satisfying their clients’
needs, searching for channels of distribu-
tion and locating partners. At present the
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nonprofit sector lacks the resources nec-
essary to study needs and demands. Also,
most organizations lack basic know-how.
Older and more experienced NGOs, how-
ever, are fully able to provide and develop
services that compete with the public and
private sector both in quality and price.

Since most services are offered voluntarily
or within the context of a funded project, it
is difficult for inexperienced organizations
to set a fixed cost for their services, not to
mention a retail price. To find a buyer for a
service where the retail price has been
calculated based on related expenses is
uncommon.

Organizations agree that the public sector
does not recognize the value NGOs can
add to various social services. This recog-
nition may take place on a formal level.
The number of ordered service contracts
offered by the public sector is small and
the initiative usually comes from the NGO
itself. The state is handing over less sig-
nificant services. If an organization shows
the capability to provide a service effec-
tively, the state hands over the service and
withdraws from the process.

The state has not yet mapped the capabili-
ties and possibilities of NGOs. Some ser-
vices are offered by many organizations,
thereby creating competition (for example
schooling, social services, events for chil-
dren and cultural services). Some
spheres, such as accommodation and
care for the homeless, are covered by very
few organizations. Organizations provide
services mainly via projects which limits
their continuation.



INFRASTRUCTURE: 2.0

ESTONIA

Previous studies have shown that com-
pared to other countries in Central and
Eastern Europe, Estonia's nonprofit sector
has a rather well-developed infrastructure.
This means that
INFRASTRUCTURE the functional

environment is

2003 2.0 well structured in
2002 1.9 t e
2001 2.0 erms of fields
2000 2.5 and regions.

The state continuously developed a base
structure favoring entrepreneurship, but
not for NGOs. Organizations have man-
aged by themselves. By finding alternative
means and foreign investments, many or-
ganizations have created their own non-
profit sub-networks. Some examples are
the intermediary support organizations of
the Estonian Chamber of Disabled People,
Open Education Association, Estonian
Popular Education League, Estonian
Women's Union, Estonian Consumers Un-
ion, Association of Pensioners in Estonia,
Estonian Association of Families, etc. The
organization that offers the strongest sup-
port network related to country life is
Kodukant (Movement of Estonian Villages
and Small Towns). In order to assist in
solving all the problems organizations and
individuals may have regarding nonprofit
activities, NENO created a support net-
work of NGO resource centers in most
counties (2000 — 2003). The initiative was
funded primarily by the Baltic-American
Partnership Program (BAPP). NENO has
been requesting funds for this network
from the state budget but with no results.

Besides distributing information, these
centers coordinate information networks,
counsel local NGOs, organize seminars,
cooperate with other support centers and
act as a motor for action in their region.
Another problem is the project-based pro-
tocols of support centers: the funding from
BAPP and other sources is constantly de-
creasing and the missing funds have to be

acquired by the centers themselves. Sup-
port centers spend a lot of time and en-
ergy justifying their own existence and
writing projects instead of working with
their target group.

Starting from 2003, NENO will work with
the state owned Enterprise Estonia to train
and coordinate the NGO module in the re-
gional development centers, replacing and
uniting former business advisory and NGO
resource centers.

The services of organizations that operate
as centers are usually free or charge a
nominal fee. Information about these or-
ganizations is public and easily accessible.
As many of the smaller NGOs do not have
Internet access, and access time in Inter-
net cafes is limited, the primary methods
of communication remain the telephone,
press and word of mouth. Unfortunately,
township administrations often form a bot-
tleneck — the information flow stops at
these administrations due to the lack of in-
formation officers (i.e. people who would
cover local organizations). The lack of in-
formation and basic financial resources is
the main reason villages are underrepre-
sented in seminars and conferences.

The basic training of NGO directors is
possible everywhere where there is a cor-
responding interest group. Special training
such as strategic planning, fundraising,
volunteers’ management and marketing is
available in Tallinn and Tartu. If special
training were requested in more peripheral
regions appropriate instructors would have
to be transferred there. NENO is known for
its professional training courses and most
NGO leaders attend these courses. Um-
brella organizations attempt to subsidize
these trainings with the help of projects
and other resources. Training materials
are available, and Estonian books about
management, marketing and human re-
sources are being printed. NENO has
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agreements with publishing houses that
allow NENO’s members receive these
books for a reduced price.

The intra-sector cooperation differs from
region to region. The decisive factor is co-
operation with local authorities. As men-
tioned before, NGOs themselves play the
active role. Cooperation with the business
sector varies, but is strongest when busi-
nesses sponsor NGOs or their events.

Foundations, through which organizations
receive support and resources, are also a
part of the infrastructure. The first commu-

PUBLIC IMAGE: 2.2

nity foundation was established in 2002 in
Viljandi County. A similar foundation is
currently being formed in Jarva County. It
is as yet too early to evaluate these foun-
dations. On a regional scale there are lo-
cal foundations of the Cultural Endowment
of Estonia, the Local Self-initiative Pro-
gram by Enterprise Estonia, local founda-
tions for people with special needs, etc.
There are also local organizations that re-
distribute funds gained from international
foundations. In certain areas (for example
clerical and youth organizations) the exist-
ing structure functions efficiently.

Media coverage of NGOs was positive in
2003. It was much easier for organiza-
tions to get coverage in local newspapers
and radio. Putting aside a couple of inci-
dents involving scandalous newspapers
(there have been negative experiences
with Pdhjarannik from lda-Virumaa, and
Parnu Postimees from Parnumaa County)
organizations seem to be rather inter-

PUBLIC estgd |n _ promoting
IMAGE their activities.

2003 2.2 In most newspapers
2002 2.0 and other media there
2001 2.0 is a price difference
2000 2.5 between commercial

and social advertise-
ments. The opportunity to advertise with-
out charge exists but it usually means
print space of microscopic proportions.

An analysis of the role of organizations
was published by Foorum, a monthly ad-
dendum to the main newspaper
Postimees (published until May 2003).
Many NGO leaders are published in me-
dia, attend TV shows and radio broad-
casts on regular level.

The Estonian TV telecast Third sector
(Kolmas sektor), which was discontinued
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in December 2002, was broadcast at an
inconvenient time when potential viewers
had little chance to see it. The show cov-
ered all major NGO-related happenings
and proved to be helpful in explaining the
notion of the third sector to the public. In
winter — spring 2003, the radio show “Va-
balhendused” (Voluntary organizations)
was on the air.

There has been much talk recently about
forming associations and the necessity of
getting the nonprofit sector into main-
stream media. The real question is: do all
associations need media coverage? This
is not true for the business and public
sector. It is more important for an organi-
zation to have their sphere of interest
covered by the media. In some places,
organizations have developed ties with
journalists in order to guarantee positive
coverage of their organizations but not all
journalists will guarantee this.

People and society generally perceive or-
ganizations as positive entities but with
some exceptions. Most people who have
a positive attitude are involved somehow
with the third sector, its organizations or
spheres of interest. The general public,
however, does not understand the con-



cept and goal of the nonprofit sector and
is therefore apathetic.

Some businesses put forth a superior atti-
tude treating organizations as unequal
partners but it is changing. Local authori-
ties generally have a better attitude but
these attitudes are shaped by personal
contacts and how well the involved par-
ties get along. It is difficult to generalize
the perception of state officials. Those
who happen to be ‘enlightened’, either
because their job demands it or because
of personal interest, delegate services to
NGOs and consult with them. But people
do not always consider NGOs to be re-
sourceful and trustworthy. It is also the
case that organizations sometimes ex-
press superior attitudes regarding the
public sector and state officials, while
seeing the business sector as completely
alienating. The long hard road to success-

ESTONIA

ful inter-sector cooperation and under-
standing still lies ahead although the last
two years have seen lots of improvement.

NGOs are often crippled by the demands
of the public sector wherein the latter re-
quires all NGOs to be represented by an
umbrella organization, and also that all
NGOs should share a common and con-
gruent view on the issues. State officials
and politicians often do not understand
the diversity and dynamics of the non-
profit sector and NGOs themselves are
not helpful either. They also may not un-
derstand that the structure of the third
sector is not hierarchical. An organiza-
tion’s reputation is based on knowledge
and skills (especially the skills to gather
and redistribute information) and not by
choosing a conspicuous name or pro-
claiming oneself as an umbrella organiza-
tion.
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NGO SUSTAINABILITY: 4.1

Daunting chal-

NGO lenges continue to
SUSTAINABILITY | face Georgia’s
NGOs in their ef-

2003 4.1 forts to play a deci-
gggi 3'5 sive role in reviving
5000 4.0 Fhe count_rys falter-
1999 3.8 ing transition to a
1998 3.4 democracy and
market economy.

NGOs seek to rep-
resent an unfamiliar and skeptical public,
and they lobby an indifferent Parliament
for legislation that would allow them to
raise funds locally. NGOs fought off gov-
ernment attacks in the media and the leg-
islature.

NGO leaders are cautiously optimistic
about the future of the sector, however, as
evidenced by the first up-turn in scoring

since the NGO Sustainability Index began
tracking its progress. This reversal of the
downward trend does not represent
changes in the conditions affecting the
sector so much as it reflects NGOs’ en-
hanced ability to address them. This year
NGOs demonstrated growing capacity to
rapidly disseminate information, form coa-
litions, and take public positions. They be-
gan to discover their strength as they suc-
cessfully united to protect freedom of ex-
pression, to promote decentralization, or to
demand government transparency and
access to public information.

Regional variations in the level of devel-
opment of the NGO sector are significant.
As Georgia’s second city with a large con-
centration of IDPs, Kutaisi's NGOs are
particularly well-developed, due in part to
the significant donor funding they have re-



ceived over the past decade. As a result,
they have developed a strong network of
support and information sharing amongst
themselves; regional and city government
leaders vie for NGOs' attention; and the

LEGAL ENVIRONMENT: 3.7

GEORGIA

public is familiar with NGOs as a result of
the visible activities of several organiza-
tions.

NGOs’ awareness of and ability to influ-
ence the legal environment significantly
improved during this past year. NGO legis-
lation is quite progressive, allowing them
to form, express
themselves and
seek funding fairly
freely. It is perhaps

LEGAL
ENVIRONMENT

2003 3.7 because of this
2002 3.9

2001 4.0 freedom under the
2000 3.0 law that numerous
1999 35 initiatives sought to
1998 3.0 re-impose State con-

trol over NGOs.
Nevertheless, NGOs’ successes in mobi-
lizing on numerous occasions to thwart or
neutralize regressive draft laws and regu-
lations explain the improved score this
year.

NGO registration procedures have im-
proved over the past year as Amendments
to the Georgian Civil Code were adopted
to simplify registration of branch offices of
both foreign and local NGOs. Several
NGOs were able to participate in the re-
drafting, and their suggestions were incor-
porated into the final Amendments.

Enhanced legal capacity has enabled
NGOs to successfully respond to numer-
ous regressive legislative initiatives this
year. The new Advocacy listserv dissemi-
nates timely information on legislative is-
sues to NGOs both in the capital and in
the regions, while the Civil Society Institute
(CSI) offers on-line consultations to NGOs
who have questions on registration or le-
gal compliance issues. In May 2003 the
CSI initiated a Not-for-Profit Legislation

Monitoring Group composed of six leading
NGO legal experts, who now track and re-
act to NGO-related draft legislation before
it becomes law. NGOs thus quickly mobi-
lized to protest a draconian draft law “On
Prohibition of Extremist Organizations”,
which would have rendered NGOs poten-
tially liable to prosecution for contacts with
any foreign entity. Through constructive
engagement with the Ministry of Security,
the current draft is far improved. NGOs
also successfully lobbied to preserve their
social tax exemptions in the Law on Man-
datory Social Insurance, and their chal-
lenge to the Ministry of Finance’s decree
to register all grants with the State Treas-
ury led to a court decision to suspend its
implementation.

Nevertheless, many NGOs claim that the
legal environment remains ambiguous,
with numerous critical issues unresolved.
Despite NGOs' lobbying efforts, the Tax
Code allows neither deductions for chari-
table contributions made by businesses
nor exemptions from the profit tax for in-
come generated by NGOs. Such a tax re-
gime has effectively stymied NGO efforts
to develop a local funding base, and pro-
longs their dependence on foreign grants.
Framework legislation remains vague on
the ownership of foundations’ property as
well, and implementation of the regulatory
regime by government agencies remains
selective or haphazard. A recent study
conducted by CSI found that most NGOs
are unable to claim their VAT exemption or
to report charitable contributions, and
taxes unpaid by individuals contracted by
NGOs are charged to those NGOs.
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ORGANIZATIONAL CAPACITY: 4.0

No significant changes occurred over the
past year in terms of NGOs’ organizational
capacity. The primary impetus for organ-

izational devel-
ORGANIZATIONAL opment still
CAPACITY comes from do-
2003 4.0 nors and interna-
: tional organiza-
2002 4.0 .

tions rather than

2001 4.0 e
2000 4.0 from within the
1999 3.5 sector. Due to an
1998 4.0 unfavorable tax
regime, NGOs’ ut-

ter dependence on foreign funding con-
tributes to their sense of impotence
whereby the nature and direction of capac-
ity development are determined by donors.
By this perspective project funding, as op-
posed to organizational funding, is seen to
be a critical constraint to capacity devel-
opment.

To date few NGOs have developed long-
term strategies. Most have not determined
specific strategic objectives, but rather are
content with vague statements of purpose.
Funding uncertainties are usually cited as
a reason for NGOs’ lack of strategies.

On the whole, NGOs do not mobilize vol-
unteers. Developed NGOs tend to see
themselves as professional organizations
with motivated staffs rather than as volun-
teer groups. Where they have recognized

FINANCIAL VIABILITY: 4.6

constituencies, these are often project-
based rather than organization-based. No-
table exceptions are various trade-based
organizations, such as teachers’ or jour-
nalists’ associations, which maintain
strong constituency orientations, and
community-based organizations who mo-
bilize volunteers for community activities.

Some NGOs report progress on staffing
and personnel policies. These are usually
developed either at the instigation of do-
nors or by NGOs seeking to meet donor
standards. Nevertheless, more NGOs des-
ignate specific functions to their staff
members, though few NGOs are yet will-
ing to subject themselves to oversight by
independent volunteer boards.

A recent nationwide survey of NGOs con-
firmed that developed NGOs constitute
only a fraction of the total number regis-
tered, and that capacity is concentrated in
the capital city Thilisi. Encouragingly,
however, the study found that examples of
developed NGOs can be found in most re-
gions, and that capital-based NGOs are
increasingly establishing links with NGOs
in the regions or establishing branch of-
fices. These findings suggest that there is
a slow but steady dissemination of capac-
ity from the center outwards, and that
gradually the NGO sector will assume re-
sponsibility for its own development.

Although the environment for financial vi-
ability has changed little, NGOs are be-
coming more aware of the strategies and
tools they need to ensure their financial
survival. Local resource mobilization is an
accepted component of community devel-
opment, and CBOs are becoming more
adept at tapping community and local

government sources. And NGOs are tak-
ing financial and grant management more
seriously.

Examples do exist of NGOs that have
been able to develop local funding bases.
A national study of active NGOs identified
four with relatively large budgets (over



$50,000) of which more than 50 percent
was self-generated. Some international
NGOs provide support to their local
partner NGOs to establish fee-based ser-
vices, such as Internet cafes or publica-
tions. CBOs routinely leverage 30 percent
of the value of their community projects
through in-kind contributions under the
USAID-funded Georgia Community Mobi-
lization Initiative. Regional NGOs are in-

creasingly finding
FINANCIAL that local govern-
VIABILITY ment bodies can be
2003 4.6 willing development
2002 4.9 partners, though they
2001 5.0 are limited in the re-
2000 6.0 sources they can
1999 4.5 contribute  because
1998 4.0 legislation does not

allow them to own

property.

Local funding is still the exception, how-
ever, and there is still no evidence of a
trend. Most NGOs continue to see income
generation and local resource mobilization
as viable strategies only for CBOs and

ADVOCACY: 4.0

GEORGIA

NGOs with very small budgets. They cite
crippling profit taxes as a disincentive for
income generation, and they remain cyni-
cal and distrustful of local philanthropy.
Foundations created by businessmen are
suspected of being fronts for money laun-
dering. NGOs are equally suspicious of
State funds allocated for contracted ser-
vices; NGOs in Kutaisi state that none of
the health care institutions or NGOs had
ever received any of the GEL one million
allocated for health care support.

Due to their continued dependence on do-
nor funding, therefore, more NGOs are
taking financial management and trans-
parency seriously. The national study cited
above found that half of the sampled
NGOs prepared annual budgets and had
commissioned independent financial au-
dits, albeit largely at donors’ request and
expense.

NGO advocacy has become more effec-
tive over the past year as their capacities
for forming coalitions and lobbying have
matured. NGOs have become forces to
contend with due to their familiarity with
the Parliamentary and legal systems. Ad-
vocacy NGOs tend, however, to act on citi-
zens’ behalf rather than to involve them
directly in their cam-

ADVOCACY paigns.

2003 4.0 NGO lobbying skills
gggi j'g and relations continue
' to develop. NGOs are

2000 2.0 . . .
1999 3.5 increasingly using the
1998 4.0 legislative  tools at
their disposal to moni-
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tor government, such as Young Econo-
mists’ budget monitoring of Zugdidi and
Kutaisi municipal budgets, and Georgian
Young Lawyers Association’s (GYLA) use
of litigation to block unconstitutional legis-
lation. NGO leaders are increasingly seen
as public figures, such as NGO represen-
tatives who chair several electoral com-
missions. Information dissemination, via
Advocacy.Ge and the Caucasus Environ-
mental NGO Network, has greatly facili-
tated coalition formation, a notable devel-
opment this year. These electronic news
services break down the information divide
between Thilisi and regional NGOs and
enable rapid national responses to events.
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NGOs played a pivotal and highly visible
role in the Parliamentary elections. NGOs
across the country participated in voter
education through training, media cam-
paigns and distribution of educational ma-
terials. An NGO, the United Nations Asso-
ciation of Georgia, managed an Elections
Media Center which was a primary source
of information for the media on election
projects and monitoring missions. An in-
fluential voice during the election cam-
paigns came from “Kmara!” (Enough!), a
student movement led by a number of
NGO activists. Kmara! held demonstra-
tions across the country, and caught the
attention of the press from its initiation in
February 2003. Two NGOs, the Interna-
tional Society for Fair Elections and De-
mocracy (ISFED) and Georgian Young
Lawyers Association (GYLA) mounted na-
tionwide election monitoring missions, and
it was ISFED’s appeal to the Constitutional
Court that annulled the proportional elec-
tion results.

Advocacy in the regions is reportedly more
challenging. Regional NGOs cited their
participation in discussions on amend-
ments to the Law on Postal Services re-
garding telecommunication tariff rates.

SERVICE PROVISION: 4.4

They noted, however, that few NGOs have
the skills or relations to effectively lobby.
And where regional NGOs have suc-
ceeded in using the legal system, such as
Kutaisi-based Sachino’s fight against cor-
ruption, court decisions often remain un-
implemented due to lack of cooperation
from law enforcement agencies.

Georgian NGOs’ attempts at mobilizing
the public have met with limited success.
NGOs did lead a petition effort that col-
lected the 200,000 signatures needed to
precipitate a constitutional referendum on
the number of Parliament members. But
despite wide media coverage and signifi-
cant ecological and equity concerns envi-
ronmental NGOs were unable to galvanize
public opinion against the Baku-Thilisi-
Ceyhan oil pipeline. NGOs therefore still
tend to legitimize their involvement in pub-
lic decision-making based on their exper-
tise and connections rather than on their
representation of the public interest.

This is the one dimension of NGO sus-
tainability where deterioration has been
noted over the past year. The combination
of unfavorable legis-

SERVICE lation, clients’ limited
PROVISION effective demand and
2003 4.4 donors’ prioritization

2002 4.2 of rights over ser-

2001 4.0 vices all conspire to
2000 5.0 make service provi-
1999 4.0 sion one of the less

notable contributions

of the NGO sector.
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Georgian tax law treats all NGO income as
profit, thereby hindering cost-recovery.
Most NGOs that offer services therefore
generally do so for free. NGOs’ inability to
recover costs discourages them from im-
proving the quality, efficiency, and scale of
their services.

Examples of successful services do exist.
Many NGOs maintain community-based
services for the most vulnerable groups,
such as vocational training for the dis-



abled, home care for the elderly, or inte-
grated centers for disadvantaged children,
which constitute an important part of the
social safety net that mitigates these peo-
ple’s harsh circumstances. Such services
continue to require external assistance to
address issues of quality, sustainability,
and broader public support. Many NGOs

INFRASTRUCTURE: 3.8

GEORGIA

actively if haphazardly seek client feed-
back in order to improve or adjust their
services, and some are making conscious
efforts to reach out to isolated groups; the
Georgian Young Lawyers Association, for
example, has added postal services to its
legal hotline to reach people in villages.

Increased networking and information
sharing amongst NGOs, and between
NGOs, the media and local government,
account for this year’s improved score on
Infrastructure.

Improvements have also been noted in in-
formation technology (IT). Both the Open
Society Georgia Foundation and UNDP
have programs to support NGOs’ adoption
of information technologies and website
development. The national NGO survey
found developed NGOs to be generally
well endowed with communication equip-
ment. Internet access, however, is far from
universal; an NGO recently established
the first public Internet access in Akhal-
kalaki, while the entire region of Racha
has yet to gain access.

Due to a number

INFRASTRUCTURE | of major studies
conducted this
2003 3.8 past year there is
2002 4.0 more information
3883 2-8 available for and
' about the NGO

1999 3.5 .
sector. These in-

clude studies on NGOs’ organizational ca-
pacities, public opinion about NGOs, and
legal constraints faced by NGOs. The
studies were undertaken by Georgian
NGOs under the USAID-funded Citizens
Advocate! Program, funded by USAID and
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managed by Save the Children. Already
noted are the new web-based information
services for advocacy and environmental
NGOs. Many NGOs, however, still lack
access to training and information, particu-
larly those without IT facilities.

The range and sophistication of services
offered to NGOs also increased during the
past year. New courses are being offered
in advocacy, media relations, cooperation
skills, government budget monitoring, legal
compliance, and minority rights protection.
One training agency, CTC, offers consul-
tancy services in quality management sys-
tems based on ISO 9000 standards, and
offers financial and accounting software to
NGOs.

Some gains were made in inter-sectoral
relations as well. Two new representative
media associations, the Broadcasters As-
sociation and the Newspaper Publishers
Association, were established this year,
and many regional media outlets cooper-
ated with NGOs to cover the Parliamen-
tary election campaigns. Local govern-
ment bodies are also seeing NGOs as
natural allies; the Thilisi Municipal Council
for example has commissioned an NGO,
the Institute for Education Policy, Planning
and Management, to develop a model for
school funding. And Kutaisi NGOs con-
tinue to report that local government bod-
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ies share information and consult them
frequently. Relations with central govern-
ment remain problematic; officials are re-
luctant to share public information, for ex-
ample, citing State secrets. Such es-

PUBLIC IMAGE: 4.4

trangement between central government
and the NGO sector hampers cross-
sectoral efforts needed to address deep-
rooted problems such as corruption.

There has been no significant change in
the public image of

PUBLIC NGOs this year. The
IMAGE government continues
to influence public

2003 4.4 opinion through its
2002 4.4 generally hostile atti-
2001 4.0 tude towards NGOs,
2000 5.0 particularly watchdog
11%%98 248 NGOs, which is re-
' flected in the press. A

national opinion poll
showed that the public trusts NGOs more
than the government; however, their view
of both the governmental and non-
governmental sectors is pervaded by cyni-
cism. NGOs are slowly realizing that they
must take steps to change the apathy and
ignorance shown by the public towards
them.

While hostile statements by State bodies
about NGOs in the press are not new, this
year NGO image became the target. In
particular, several leading watchdog
NGOs were characterized as elitist. The
media, particularly government-run sta-
tions and newspapers, has been eager to
air such provocative statements, while
they tend to be ambivalent about NGO
coverage. NGOs continue to feel, there-
fore, that they face a public relations di-
lemma, and admit that they need to de-
velop more effective approaches to work-
ing with the media.
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A recent public opinion poll undertaken by
the Center for Strategic Research and De-
velopment quantified the credibility gap
facing NGOs. Two-thirds of respondents
felt they were poorly informed about NGO
activities, and only 13 percent had actually
received services from NGOs. Half the
population expressed no interest in volun-
teering with NGOs. Roughly 40 percent
trusted NGOs, compared with 15 percent
trusting government or Parliament, and 80
percent trusting the Orthodox Church. On
the positive side, roughly half the popula-
tion believes that NGOs successfully pro-
tect minority rights, and half expect NGOs
to fight corruption.

Of note this year is that NGOs acknowl-
edge the need for self-regulation. A grow-
ing number of NGOs recognize that it is
primarily their own responsibility to regain
the trust of the public through increased
transparency on their use of funds or their
relations with political parties, and have
begun drafting a Code of Ethics for the
NGO sector. Regional NGOs also note
that project implementation brings a sur-
prising increase in public trust. This recog-
nition suggests a positive if gradual shift
towards outreach and accountability to the
public.

It is significant to note that following Geor-
gia's “Rose Revolution” NGO analysts are
convinced that the prominent role played
by NGOs in voter education and election
monitoring has had a very positive role on



their public image. In particular ISFED’s
Parallel Vote Tabulation results, which
were markedly different from the results
released by the Central Election Commis-
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sion, legitimized the public
eventually led to President
nadze’s resignation.

GEORGIA

anger that
Shevard-
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NGO SUSTAINABILITY: 2.7

2003 witnessed the NGO sector’s gravest
crisis since its inception. Shrinking budg-

ets, liquidity prob-
NGO lems, even bank-
SUSTAINABILITY "

ruptcies  across

2003 2.7 the sector were a
2002 2.6 clear indication of
2001 2.6 both lack of re-
2000 2.3 sources and lack
1999 2.0 of financial viabil-
1998 1.6 ity among the
more active seg-

ment of NGOs. While there were undoubt-
edly a few success stories, the vast major-
ity of NGOs, and especially the smallest,
community-based ones barely survived
the year.

In the last full pre-accession year to the
EU, voter turnout in Hungary was lowest
among candidate countries. This showed
deficiencies in the country as it prepares to
join the EU. In the last year of targeted

NGO support from the EU, much of the
pre-accession funds were not used.

The most enthusiastic player of the year in
the field of NGO development was the
Hungarian Government. A governmental
strategy on the NGO sector was adopted,;
a Law on the National Civil Fund (NCF)
was passed and is being implemented.
Stimulated by the government, a sector-
wide discussion on national representation
of NGOs has started and grew into an
evolving process. These initiatives re-
vealed that political influence and divided-
ness is still an issue to be addressed in
Hungary.

Besides the governmental NCF, a major
private initiative, the Trust for Civil Society
in Central and Eastern Europe (Trust for
CEE), was also launched in Hungary.
However, neither of these programs be-
came operational in 2003.



Sustainability and independence at the
organizational and sectoral level, mobiliza-

LEGAL ENVIRONMENT: 1.3

HUNGARY

tion of local resources, and keeping up
with the changed environment in the EU
remain the greatest challenges.

The legal environment of NGOs in Hun-
gary is considered to be supportive in
general. As of June

ENVII_IQEgﬁhlﬁENT 2003 a new law on
the National Civil

2003 1.3 Fund Program came
2002 1.4 into effect. The law
2001 1.7 establishes the Na-
2000 1.0 tional Civil Fund, an
1999 1.0 instrument designed
1998 1.0

to help provide insti-
tutional support to
Hungarian NGOs. To finance the Fund,
the Hungarian government will provide
matching funds based on the amount of
actual taxpayer designations under the 1
percent tax designation law each year.
The One Percent Law permits Hungarian
taxpayer to designate 1 percent of his or
her tax liability to a qualified NGO of their
choice each year. Under the Civil Fund
Law, the government will match the
amount of actual tax designations each
year, and will in no case contribute less
than the 0.5 percent of personal income
taxes collected. Thus, the more money
that taxpayers designate, the more money
will be contributed by the government to
the Fund.

At least 60 percent of the Fund's re-
sources each year will have to be dedi-
cated to providing institutional support to
NGOs in Hungary. The remaining funds
may be directed towards the support of
various programs related to the develop-
ment of the NGO sector, including sector-
wide events, research, education, or publi-
cations.

The highest governing body of the Fund
will be a Council, consisting of 17 mem-
bers, of which 12 are selected by NGOs.
The law prescribes a mechanism of dele-
gation called “the civil nomination mecha-
nism”. Implementation regulations detail
the procedure for achieving a balanced
representation among the Council mem-
bers according to geographic and profes-
sional areas in which civil society organi-
zations in Hungary operate. Actual grant
decisions will be made by regionally dele-
gated Colleges. Elections to the Council
and Colleges will take place in the first
months of 2004.*

Although the initiative to create such a
body as well as the size of the expected
budget of the fund are to be commended,
there are some issues regarding its posi-
tive impact on the long run. Here we would
like to only summarize some of the of the
pro- and con arguments:

e Is the strategy of the fund really ef-
fective? Wide spread financial
support in a sector that is already
highly dependent on government
funding may strengthen NGOs or
may lead to more dependence.

e |s state funded operational support
an investment in social good or a
waste of public money? Much will
depend on the criteria and meth-
ods of providing it.

¢ Is majority governance by NGOs of
a state fund a good thing? Be-

! Text on the National Civil Fund provided by
ICNL.
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cause NGO representatives will be
elected, it may mean, as intended,
de-politicized decision-making. On
the other hand, especially since
conflict-of-interest regulations are
not stringent enough, it may be
seen as an accountability gap.

Another significant step in the NGO re-
lated legal framework in 2003 was the in-
troduction of draft of the Volunteer Law.
The law is expected to be approved in the
first half of 2004. The impact of this law is
clearly positive as it creates transparent
and more supportive legal framework for
volunteers and organizations working with
volunteers. Issues that were not or not fa-
vorably regulated before such as taxation,
health insurance, and benefits for volun-
teers. are clarified in the draft.

ORGANIZATIONAL CAPACITY: 2.9

On the more problematic side, in 2003 the
Hungarian Parliament adopted a new law
on Party Foundations. This entitles foun-
dations established by political parties to a
certain percentage of budgetary support.
As the new law was not discussed pub-
licly, and the accountability regulations are
guite weak, there is a general fear that this
will negatively impact the public image of
the sector.

In 2003 the Government of Hungary ap-
pointed a Minister of Equal Opportunities
with the aim to harmonize strategies of
different ministries dealing with disadvan-
taged groups. The governmental Depart-
ment of Civil Relations will be housed by
the office of this Minister as of 2004 which
is seen as a loss of relevance of the de-
partment since it was earlier housed by
the Prime Minister’s Office.

Divergence among the organizations at
different levels of development within the
NGO sector has increased. There are few
well-resourced organizations, with a stable
funding base. These are mostly the ones
that are included in the state budget by
name such as the Red Cross or the Na-
tional Federation of Pensioners, or have
been endowed by state property. On the
other extreme, there are small NGOs of
which many are

ORGANIZATIONAL | essentially vanish-
CAPACITY ing. According to
data from 2001, 83

2003 2.9 percent of NGOs
2002 2.7 with a budget un-
2883 gg der $700 are in
1999 2.0 decay, short of
1998 2.0 resources, o
stagnating. This is

true also for 62
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percent of NGOs above a budget of $700,
32 percent of which are stagnating. This
reflects a tragic situation whereby those
grassroot NGOs that are closest to the
needs in the communities are the ones not
surviving the initial boom of NGO activity.

Most of the active mid-size NGOs are de-
pendent on one type of source, usually
state grants, but also other types, e.g. 84
percent of the income of human rights or-
ganizations comes from international pri-
vate donors (unfortunately, many times
also a single donor). The existence of
these organizations is determined by the
implementation of projects financed by
their main donors. For most state sup-
ported NGOs this resulted in an increased
exposure to political whims; for human
rights groups it resulted in a disastrous



situation as their western donors closed
their operations in Hungary.

In terms of geographical distribution NGOs
in Budapest receive 75 percent of total
state support, and regional differences
also continued to grow.

Two initiatives aiming to increase re-
sources for capacity building were started
in 2003: the National Civil Fund — financial
support for covering institutional costs; and
the Trust for Civil Society in Central and
Eastern Europe — the last major funding
initiative of independent donors in the re-
gion. Both were in the phase of planning
and preparation and didn't bring major
changes on the sectoral level this year.
Major activities within the Trust for CEE
program are expected to be started early
2004, the NCF is expected to be opera-
tional the second quarter of 2004 at the
earliest.

Also on the more positive side, in 2003
there was an increase of advanced level

FINANCIAL VIABILITY: 3.3

HUNGARY

training opportunities, e.g. EU project
management trainings or governance and
leadership trainings (including specialized
ones for women, Roma or youth).

In terms of career opportunities within the
sector the situation has become signifi-
cantly more difficult. There was an in-
crease in the wages of public servants,
which used to be comparable to nonprofit
wages. NGOs providing services in the
same professions (teachers, nurses, care-
takers) are now disadvantaged compared
to the public sector in terms of salary level
offered. In general the sector still does not
offer a viable career opportunity to young
people. There are some positive examples
of ex-business people joining NGOs as
they are seeking for jobs with bigger em-
phasis on societal or environmental impact
but these are rather occasional.

The trends from the recent years in terms
of financial and income structure have
continued. (The latest figures are from the
last published report

FINANCIAL of the Central Statisti-
VIABILITY cal Office, collecting

data from the year
2003 3.3 2001). The continua-
2002 3.0 tion of trends is based
2001 2.8 on  other  non-
iggg gg representative sur-
1998 2:0 veys conducted in

2002-2003). The shift

is towards increased
state support - the ratio of central state
and local government support increased
by 36 percent each in 2001. There was a 7

percent decrease in the level of private
support for the sector, mainly from foreign
private donors. NGO financial figures by
type of NGO show that the foundations
mainly operating foundations rather than
grant making ones) ended the year 2001
with an overall deficit of 10 percent. They
have started to consume their accumu-
lated capital funds.

The trend of concentration of financing in a
small number of NGOs also continues.
Nearly 10 percent of the organizations re-
alize more than 90 percent of the total in-
come of the sector. Based on the last sta-
tistics there was 30 percent increase in the
income of Public Benefit Companies
(PBC) and over 40 percent increase in
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case of nonprofit institutions comparing to
the last year. (These are usually quasi
NGOs providing government services.) At
the same time, as a result of further sig-
nificant decrease of private foreign support
and private support in general, there were
some subgroups of NGOs that were close
to bankruptcy and some have actually sus-
pended operations.

The fact that in 2003 there were more or-
ganizations facing serious liquidity prob-
lems is a critical warning sign within the
sector concerning financial viability. It
shows how fragile these decade-old or-
ganizations really are. In addition, as both
the central governmental and EU funds
are based on a post-financing or partially
post-financing  mechanisms, financial
management of projects will be one of the
greatest challenges even for many other-
wise highly professional NGOs.

Also contributing to the lack of resources
for the sector in 2003 that there were ma-
jor delays in launching the last rounds of
pre-accession grants on the national level.
There are EU programs (such as
ACCESS) which were delayed by more
than one year (in 2003 the budget for 2002
was distributed). True enough, other pre-

ADVOCACY: 3.3

accession funds — directed not for the
nonprofit sector - are often in a much
worse delay.

On a more positive note, some new phil-
anthropic initiatives took place in 2003.
The capital of new private foundation en-
dowed in the field of art rivals with the
state public foundation supporting arts and
culture. Media also picks up more charity
collections (e.g. in reality shows). How-
ever, there is no concept or system behind
raising and distributing these funds. Some
foundations (e.g. the United Way) aim to
professionalize philanthropic giving. In
general, the lack of indigenous founda-
tions is still an issue.

Finally, the increase of One Percent re-
cipients continued in the last year as there
were 21,700 organizations receiving this
kind of support. The Hungarian Tax Au-
thority also recorded a slight increase in
the total amount designated for NGOs (to-
tal 27.7 million USD). On the other hand
this income represents only 0.8 percent of
the total financing of the sector.

While the previous years didn’t bring ma-
jor changes in terms of advocacy, in 2003
there were unprecedented developments

in this field. The pub-
ADVOCACY lic debate of the draft
2003 3.3 on the law on the Na-
2002 3.5 tional Civil Fund

2001 3.5 (NCF) early in the
2000 3.0 year triggered public
1999 1.5 discussion on NGO
1998 1.0 representation in the

highest decision mak-
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ing body. The governmental initiative to
form an interest representation body
which should act as “the” partner of the
state on behalf of NGOs, was challenged
and delayed by a big part of organizations
actively engaged in the discussion. (The
original idea of the government was that
such an organization could become the
body running the NCF.) The debate will
continue further in 2004 but now there is
less pressure from the side of the state
and the sector has more time to identify



an optimal structure and way of operation.
A National Civil Representation is actually
being organized as a separate initiative
but the green movement — with other
NGOs - advocates for a consensual,
slower approach.

In the meantime, NCF decision making
bodies will be elected through a special
electoral procedure already announced
for late January 2004. This procedure is
considered to be very democratic but is
unfortunately potentially flawed. For ex-
ample, the delegate who receives the
most votes from those present will win,
which means that there is a possibility of
someone getting elected by, say 10 per-
cent of those present, if there are several
candidates and all others receive less
than 10 percent of votes. Also, there is no
professional requirement regarding those
who could be elected (“delegated”), which
means that someone who has until now
been the manager of a local sports club
and has no wider understanding of the
sector may in theory be elected into the
national governing Council.

Despite such problems, the process of
adopting the NCF itself was a good learn-
ing experience for key NGOs who were
involved in lobbying and developing the
law. Other legislative initiatives (e.g. the
law on equal opportunity, on anti-
discrimination, on legal aid) also en-

SERVICE PROVISION: 2.3

HUNGARY

hanced the ability of NGOs to participate
in the decision-making process. Besides
legislation, there were some advocacy
topics initiated by civil organizations that
were covered more broadly in the media,
such as a movement against animal tor-
ture or a campaign against domestic vio-
lence.

The EU referendum past in Hungary but it
produced a low turnout of only 46 per-
cent. The lack of ability to mobilize citi-
zens for such a significant decision was a
failure for NGOs, government, and the
opposition.

However, with the EU accession ap-
proaching, new aspects of advocacy work
have also been introduced. These in-
clude, e.g. the preparation for advocacy
within the EU structures (e.g. participation
of Hungarian NGOs in the ECOSOC), or
the formation of HAND (Hungarian Asso-
ciation of NGOs for Development) as a
tool to influence the future foreign aid pol-
icy of the Hungarian government.

There has also been increased advocacy
activity at the local level, with local gov-
ernments and the so-called “smaller re-
gions”. At this level, citizens are increas-
ingly recognizing the need to join forces
across sectors and advocate for funding
and development opportunities.

Regarding service provision, one Ccross-
cutting theme in Hungarian politics af-
fected NGOs this past year, i.e. the war on
corruption. Corruption is a major issue in
Hungary across all sectors and the gov-
ernment made a strong commitment to
transparency and accountability in the use
of public funds. Therefore, they passed a
law on the use of public funds that pre-
scribes more stringent rules for any or-

ganization, including NGOs that receive
state funding. This and the increased
number of post-financing funds for various
services are creating problems for service
providing NGOs.

At the same time, normative support (per
capita support for state services) and
much of the ministry support is still politi-
cized and provided based on personal
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preferences of government officials. There
are no legal or customary guidelines re-

garding contracting
liabilities contracts
2003 2.3 place on NGOs vary
2002 2.3 tremendously. Hope-
2001 2.3 fully with the new
2000 2.0 regulations on ac-
1999 2.5 countable use of pub-
lic funds this will slowly
change.

An interesting phenomena is the increase
of state founded PBCs (as mentioned
above) in the year when there was a 10-15

INFRASTRUCTURE: 2.4

percent across-the-board layoff in the
governmental sphere. It seems as though
some ministries and government agencies
tried to “rescue” their employees by ensur-
ing them employment in these quasi-
NGOs.

With the increased funds available for EU
project implementation, many service pro-
viding NGOs are clearly positioning them-
selves in this segment. Indeed, the ac-
cession will open up new opportunities for
investment, such as the introduction of
quality assurance systems or technologi-
cal development.

There hasn’t been much development in
the infrastructure of civil society organiza-
tions in the past year. The general trend,
however, seems to be a positive one.

Perhaps the most visible area of develop-
ment has been the Internet. Websites pro-
viding various services for NGOs (besides
the main portal, nonprofit.hu) proliferated
and seem to be working well. Internet also
served as the
INFRASTRUCTURE main communi-
cation platform

2003 2.4 during the  dis-
gggi gg cussion of the
2000 2.0 NCF and civil
1999 2.5 representatlon.

Further, there was an increase in small
companies catering to NGO needs mainly
in the areas of communication (related to
the lpercent campaigns), legal-fiscal ad-
vice and fundraising. Their level of profes-
sionalism varies but they indicate that
there is a potential market there. Large PR
companies are also more and more inter-
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ested in collaborating with NGOs on 1
percent campaigns.

Government support for civil infrastructure
continued. National Civil Houses grants
were awarded by government again in
2003. Although the size of their budget
received from the state has remained al-
most the same in the last three years, they
reported increased pressure from the state
side to expand their services from this
budget.

Bad news for 2003 included the cutback of
the nonprofit department at the Central
Statistical Office. While the budget and
therefore the scope of the statistical re-
search of this sector has already been cur-
tailed in 2001, as of this year they have
almost eliminated all activity.

The Telocottage network has recently
been financed through different state and
foreign sources. In many cases Telecot-
tages lost their status as a significant
place for the local community. It seems
that they were not able to give proper an-



swers to the major financial or strategic
guestions about the network. A few really
good ones still operate and fulfill their
community functions. As for the rest, other

PUBLIC IMAGE: 3.2
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initiatives such as Civil Houses and other
local NGOs are picking up services for-
merly offered by Telecottages.

Media presence of NGO related issues in
2003 was higher than before. This was
due in part to the NCF and in part to con-
troversial issues addressed by NGOs,
such as drug use or prostitution. Discus-
sions started in mainstream political news
media (especially the press) on the role
and importance of NGOs. At the same
time there were scandals that made the
foundation image worse again in this

PUBLIC IMAGE year. Eg there
were a series of

2003 3.2 foundation  oper-
2002 3.0 ated social homes
2001 2.8 for elderly that went
2000 2.0 bankrupt and the
1999 2.0 inhabitants ~ were
1998 2.0 left alone without

care for weeks until
in the end the local government resolved
the situation (usually by selling the home
and moving the old people out of the insti-
tution).

Some of the bankrupt NGOs, for example
the only Roma radio (Radio C) made it to
the cover of newspapers by making ex-
aggerated pleas to the government for
funding. The image of a bankrupt NGO

(however admirable and important their
mission is) loudly demanding, and getting,
government support may not be the best
message from the point of view of an in-
dependent civil society.

The One Percent still has a positive influ-
ence in terms of acquainting the general
public with activities of a range of NGOs.
(It is only slightly worrisome to see the
impact of the Child Cancer Foundation
scandal on its 2003 results: publicity in-
creased designations despite the fact that
the conduct of the foundation had been
problematic.) As of this year, all NGOs
that received such support have to pub-
lish a report in the press, which is ex-
pected to cost more but increase ac-
countability.

As to the number of state-established
PBCs is continuing, there are again more
voices and debates testifying the political
influence on the sector. There is an in-
creased number of scandals in the media
regarding those organizations. Newly es-
tablished party foundations described in
the legal chapter also represent a poten-
tial problem.
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KAZAKHSTAN
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NGO SUSTAINABILITY: 3.9

According to official statistics, about 4,000
NGOs are regis-

NGO tered in Kazakh-
SUSTAINABILITY stan, involving
about 35,000 per-

3883 2'2 manent  employ-
2001 4.3 ees; 50,000 tempo-
2000 4.7 rary  employees;
1999 4.8 and over 40,000
1998 4.4 volunteers.  How-

ever, only 1,000
NGOs are considered active. The vast ma-
jority of NGOs are temporary, dormant, or
guasi-governmental. The latest trend is the
creation of quasi-NGOs working in the
same sectors as and in opposition to po-
litically active and independent NGOs, es-
pecially those involved in youth and elec-
tion advocacy.

The NGO sector matured in several as-
pects, especially advocacy. Beginning in
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fall 2003, the Government pushed two ma-
jor laws affecting NGOs — a new NGO law
and a Law on Social Contracts. The Law
on NGOs contained several negative pro-
visions, e.g., a prohibition for NGOs to be
involved in political matters, dividing NGOs
into “socially useful and non-useful”, a re-
quirement to publish all information about
activities of NGOs, discriminatory treat-
ment of international and foreign NGOs,
and possible limitations on trade unions
activities. The USAID-funded network of
NGO resource centers, the Youth Informa-
tion Service of Kazakhstan, and the Con-
federation of NGOs of Kazakhstan mobi-
lized a coalition of over 200 NGOs to pro-
mote greater participation of NGOs and
independent experts in drafting the new
NGO law. The campaign included meet-
ings with local and national level govern-
ment officials, press conferences, formal
appeals and petitions, a web site, and con-



ferences. As a result, the draft law was
publicly criticized by the President and
overturned. Other successful advocacy
campaigns included lobbying against a
draft law on importation of nuclear wastes,
and a law on religion.

The Government continues to push the
Law on Social Contracts. It is expected
that the Government will have tenders with
social NGOs to provide a wide range of
services. However, some NGOs believed
that this is done not just to develop social
partnerships between the government and
the third sector, but to ensure more control
over NGOs, specifically advocacy-oriented
NGOs. There were cases when local gov-
ernments “encouraged” NGOs to stop
working with international donors. At the
Civic Forum, organized by the Govern-
ment with the participation of President
Nazarbayev in October 2003, the Gov-
ernment announced its objective to reduce
the amount of international grants to
NGOs.

LEGAL ENVIRONMENT: 4.0

KAZAKHSTAN

NGOs continue to be strongly dependent
on international donors. The business
community does not have enough incen-
tives to be engaged in philanthropy. There
are cases, however, when local govern-
ment works in cooperation with the busi-
ness sector and NGOs on developing and
maintaining grant funds for indigenous
groups. Some big foreign companies are
ready to donate funds, should there be
more incentives. Kazakh NGOs are
becoming more mature, focusing more on
issues affecting their activities, as well as
social issues in the country. The advocacy
effort against the draft NGO Law has
proved that NGOs can influence the
decision-making processes in the country
if they consolidate.

The Government’s attempt to adopt a new
NGO law, which would have introduced
several negative provisions that might

LEGAL have affected the

ENVIRONMENT overall civil Society
situation, failed due

2003 4.0 to a tremendous

2002 4.2 advocacy campaign
2001 4.5 launched by a coali-
2000 4.5 tion of 200 local or-
1999 5.0 ganizations  sup-
1998 4.9

ported by interna-

tional organizations.
NGOs continue to operate based on the
existing laws that sometimes contain dis-
crepancies used by the government to in-
fluence NGOs’ work. There is no legisla-
tion allowing the government to shut down

NGOs; however the government usually
targets NGO leaders and not NGOs as
entities. According to the existing regula-
tions, an NGO leader may be put in jail for
illegal NGO activities (as opposed to ad-
ministrative penalties, as it was before).
This especially happens when NGOs are
involved in politically-related activities
(e.g., the Network of Independent Moni-
tors). Many NGOs may be referred to as
“politically active”, as the number of advo-
cacy campaigns is on the rise.

Tax coding was introduced which aimed to
simplify taxation of NGOs. However this
does not work efficiently, and in reality
some tax privileges are not afforded to
NGOs. Whereas NGOs are exempted
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from VAT and income tax, some NGOs
were forced to pay taxes. If NGOs are in-
volved in income-generating activity, then
they are subject to all taxes. Availability of
skillful NGO lawyers is sporadic. USAID is
establishing a cadre of local lawyers

ORGANIZATIONAL CAPACITY: 3.8

placed in Civil Society Support Centers to
provide legal assistance to indigenous or-
ganizations. Most NGOs do not possess
legal skills and information, and face diffi-
culties in dealing with the government and
tax police.

Some NGOs have strong organizational
capacities, and many of them have clearly-
defined missions. However, many young
organizations lack resources. Volunteer-
ism is often used, especially for one-time
actions. A culture of volunteerism, how-
ever, has still not been developed apart
from involvement
ORGANIZATIONAL in mass actions.

CAPACITY Many NGOs
have paid per-

388:23 ig sonnel, but they
2001 4.2 :‘S‘_Ja”)ll lack Iunds
2000 5.0 to implement pro-
1999 4.5 jects.

1998 4.0

Boards of Direc-
tors continue to be undeveloped. There is
no clear understanding among NGOs why
they are needed. Some organizations
have reached the point when they realize
the necessity to differentiate functions

FINANCIAL VIABILITY: 4.7

among different management structures.
Usually, this applies to accredited mem-
bers of international organizations where
pressure comes from the international
headquarters (e.g., Special Olympics).
Some organizations use other manage-
ment structures, like Boards of Trustees
and others. However most NGOs are built
around personalities rather than issues.
Technical advancement is still weak, de-
spite improving economic situation in the
country, especially in the regions. Many
NGOs possess outdated equipment re-
ceived as grants from international donors.
However, in big cities, like Almaty, many
NGOs have an access to Internet and
other information resources.

FINANCIAL NGOs continue to
VIABILITY be strongly de-

pendent on interna-
2003 4.7 tional donors. There
2002 4.8 are still no legal
2001 5.0 mechanisms  and
iggg gg incentives for the
1998 4.4 bysmess commu-

nity and govern-
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ment to fund NGOs. The Government has
been pushing the Law on Social Con-
tracts, which may be adopted soon. Then
NGOs will be able to participate in compe-
tition for state grants. In addition, pilot
grant making has already taken place, and
several organizations already received
funding from the government. Neverthe-
less, it is hard to expect that political and



advocacy-oriented NGOs will ever be able
to receive such grants, so the state fund is
only limited to service providers and cer-
tain themes.

Several large companies are involved in
grant making (e.g., Mobil, Phillip Morris,
Coca-Cola, etc.). Local business is not
very involved in philanthropy. This is par-
tially explained by a lack of significant in-
centives for local business and partially by
a fear of becoming involved in politically
sensitive matters dealing with NGOs. It is
also hard to expect that advocacy and

ADVOCACY: 3.6

KAZAKHSTAN

human rights groups may receive signifi-
cant financial support from businesses.

Despite this, there are several examples of
well-established social partnerships. The
Kustanai Civil Society Support Center
managed to develop a fund with the gov-
ernment and the business community to
redistribute funds to indigenous organiza-
tions. This initiative was well supported by
all sectors. Some organizations collect
membership fees but they are not enough
to make them fully sustainable.

Advocacy skills of most NGOs increased
as a result of several successful major na-
tion-wide advocacy campaigns, including a
campaign against importation of nuclear
wastes to Kazakhstan (a coalition of Envi-
ronmental NGOs together with the Ak Zhol
Party), a campaign

ADVOCACY against a new NGO
Law (the Platform — a
2003 3.6 coalition of 200
2002 4.0 NGOs), as well as ad-
2001 4.3 vocating for a more
2000 4.5 democratic election
1999 45
law (the Network of
1998 4.5 .
Independent Monitors),

for better living conditions for students and
an end to corruption in the university sys-
tem (Youth Information Service of Ka-
zakhstan), and others. Advocacy cam-
paigns became wider and included more
participation from NGOs than before. Ad-

SERVICE PROVISION: 3.9

vocacy is usually implemented against
something and not in favor of something.

Advocacy is better developed at the na-
tional level and in major cities than in the
regions. Despite this, some advocacy at-
tempts were also successful in the re-
gions, e.g., a campaign against logging in
Eastern Kazakhstan. Usually NGOs lack
professional advocacy leaders, as well as
skills and knowledge of lobbying. This
sometimes creates a negative attitude by
the government towards NGOs, who are
not taken seriously. Relationship with the
local governments usually depends on the
personalities of the governors and may
vary from very negative to very coopera-
tive. In light of the upcoming Parliamentary
elections in 2004, some political parties
began seeking cooperation and support
from the strongest NGOs, and some
NGOs may politicize their activities.

Kazakhstan NGOs provide quite a wide
range of services, mostly in the social
sphere, like health, education, rights pro-

tection of different targeted groups, envi-
ronmental protection, housing, etc. How-
ever, NGOs can rarely reimburse their ex-
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SERvICE | ERCCd groups come
PROVISION

from the most vulner-
2003 3.9 able social strata un-
2002 4.0 able to pay fees for the
2001 4.0 services that they re-
2000 4.7 ceive. NGOs began
1999 4.5 providing market re-

search, which helps
them address the actual needs of their
constituents.

The country’s tax code allows for socially-
oriented NGOs to engage in revenue gen-
eration, provided that all profits are rein-
vested into the organization's core mis-
sion. In this case, it provides for good tax
incentives. However because of the com-
plexity of applying the law in practice, fre-
quent interference of the tax police into
NGOs’ bookkeeping, and reluctance of

INFRASTRUCTURE: 3.6

some of them to receive money from busi-
ness entities, most social NGOs continue
to be heavily dependent on international
donors. The Government has established
the National Grant Fund to provide funding
for socially oriented NGOs, and a draft law
on Social Contracts will be discussed in
the Parliament soon. It is expected that
socially oriented NGOs will be able to fully
use this new resource. In light of this,
pressure from the Government has in-
creased on those NGOs who receive
money from international donors, and
there were cases when government offi-
cials told NGOs to stop working with inter-
national donors.

There are several networks of resource

centers funded by

INFRASTRUCTURE organizations,
2003 3.6 such as Counter-
2002 3.9 part International
2001 4.1 with USAID’s
2000 4.5 funding, Open
1999 5.0 Society Institute,

and UNDP. Some

of them may provide paid services, how-
ever it usually does not constitute more
that 10 percent of the centers’ income.
Many of them provide training courses for
NGOs. Although trainings are available in
the Kazakh language, the quality of mate-
rials and professionalism of trainers are
usually lower than of those in Russian.
Some courses have been adopted for the
business communities and there are busi-
ness representatives who are ready to pay
for trainings. Several organizations estab-
lished a League of Trainers with a cadre of
professional trainers capable of providing
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trainings on various important topics.
There are funds established by NGOs
(e.g., a Resource Center in Kustanai), who
serve as an intermediary organization to
re-distribute grants to local organizations.
However, such examples are still very un-
common.

This year has seen several examples of
successful coalition building in Kazakh-
stan. A coalition called “the Platform”
united over 200 NGOs to advocate against
a new NGO Law that would have nega-
tively affected the NGO operation, if
passed. Another coalition of environmental
NGO successfully advocated against the
Law on Importation of Nuclear Wastes.
The success in creating coalitions be-
comes more visible as NGOs become
more mature and as long as there are is-
sues that unite them. Despite that, it fre-
quently happens that NGOs are uncoordi-
nated and too competitive. In an apparent



effort to increase its control over NGOs,
the Government recently organized a Civic
Forum, where over 300 representatives of
NGOs were invited from all over the coun-

PUBLIC IMAGE: 3.9

KAZAKHSTAN

try. However, the government attempted to
exclude many advocacy NGOs from par-
ticipation, and nomination for the Forum
was coordinated by the governors’ offices.

Although public awareness of the role

NGOs play in civil so-
F:,L\JAIZEE ciety_ improved (ac-

cording to the 2002
2003 3.9 USAID poll, 33.6 per-
2002 3.9 cent are aware of
2001 4.1 NGOs), there is still a
2000 4.5 very low percentage
1999 4.5 of citizens who are
1998 4.0 members of NGOs

(2.3 percent) or who
were positively affected by NGOs (2.7
percent). However, NGO public image in
general is on the rise. Advocacy cam-
paigns, like a campaign against nuclear
wastes, improved the image of and made
NGOs a serious force in affecting the de-
cision-making process.

Although most NGOs lack money for self-
advertisement, NGOs’ involvement in ad-
vocacy made mass media pay more at-
tention to the third sector. There are TV
programs and newspaper articles about
NGOs and civil society. However, mass
media is not always professional in con-
veying information about NGOs. The on-
going work of grass-roots organizations
and community-based  organizations
serves to steadily increase the visibility of
these groups in their local communities
and among their constituents. Most NGOs
do not have ethical norms developed
unless they are members of international
organizations (e.g., the League of Con-
sumer Rights Protection).

101



2003 NGO Sustainability Index

KOSOVO

2003 Scores for Kosovo

Capital:
Pristina

Polity:
International pro-

10 \

tectorate

Population:
1,850,000

GDP per capita

Legal Org Fin
Env Capacity  Viability

Advocacy Service

Prov

_ (PPP): $2,300
Public

Image

Infra-
structure

NGO SUSTAINABILITY: 4.2

Kosovo continues to face many of the

NGO same challenges
susTAINABILITY | N the political
and economic

2003 4.2 arena as it did a
2002 4.3 year ago. The
2001 4.6 transfer of pow-
2000 4.6 ers from the
1999 4.4 United Nations
Mission in Kos-

ovo (UNMIK) to the Provisional Institu-
tions of Self Governance (PISG) is very
slow, unemployment figures remain
above 40 percent, and there is a notice-
able increase in social tension particularly
amongst those employed in sectors fi-
nanced by the Kosovo Consolidated
Budget. The recent international pressure
on the PISG to enter into dialogue with
Belgrade authorities has also contributed
to increased ethnic tension, a factor which
undermines positive and progressive de-
velopments, especially at the local level.
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The number of registered NGOs has
doubled to 2,000 over the past year, but
this number includes many defunct NGOs
because there is no process for de-
registering inactive NGOs. The number of
active NGOs ranges from 100 to 150, not
counting scores of informal citizens
groups that are also active, mostly at the
local level. The relationship between the
PISG and NGOs continues to be good. In
the past year there have been more ex-
amples of NGOs coalescing around is-
sues of concern of their constituencies,
both locally and Kosovo-wide. A number
of laws and regulations have been
adopted or changed as the result of suc-
cessful advocacy campaigns. It has been
noticeable however, that NGOs outside of
the capital have been more successful in
advocating for their constituencies. NGO
activities have been receiving consider-
able media coverage at both local and
central level. Nevertheless, their access



to UNMIK decision-makers in the area of
reserved powers has been minimal. In
addition, a majority of NGOs have been

LEGAL ENVIRONMENT: 3.2

KOSOVO

struggling to keep their staff and offices
functioning, as funding from international
donors is thinning rapidly.

Kosovo's legal environment continues to
be very favorable. NGOs had no problems
registering and their operations have not
been restricted by laws. There is no State
control over the ac-
tivities of NGOs, and
generally, NGOs are
well protected from

LEGAL
ENVIRONMENT

2003 3.2 being dissolved by
2002 3.3 the State for political
2001 4.0 .

5000 30 or arbitrary reasons.
1999 3.0 However, local legal

capacity of NGOs is
very weak. There is only one organization
that is currently giving legal advice to the

ORGANIZATIONAL CAPACITY: 4.3

NGO community, and legal advice for
NGOs outside of the capital is scarce. Al-
though NGOs have been given tax exemp-
tion status, the administrative procedures
for receiving and maintaining the public
benefit status are very complicated.

Although the law allowing NGOs to earn
income and to compete for Government
contracts at the local and central level is
favorable to the NGO community, existing
taxation laws that regulate tax exemptions
for NGOs are ambiguous and ill-defined.
These laws have not encouraged private
sector donations to NGOs.

Because most NGOs are engaged in ac-
tivities based on priorities set by interna-
tional donors, their links to constituencies
remain week. However, a few new NGOs
are actively building their constituencies.
These include business associations
promoting locally

ORGANIZATIONAL | produced goods
CAPACITY and human rights
associations

o dealing with the
2001 5.0 issue of the miss-
2000 4.5 Ing persons.
1999 4.5 NGOs with the

strongest links to
their consistencies are service delivery
organizations, professional associations,
and human rights NGOs. Many of these
NGOs were active during the 10 years of

Kosovo's peaceful resistance to the Mil-
osevic regime before 1999, a period
known for wide-spread volunteerism.
These NGOs are still benefiting from that
past.

Few NGOs have clearly defined missions
or incorporate strategic planning tech-
niques into their decision making. A small
number of NGOs have taken the initiative
to build internal management structures,
mainly responding to pressure from inter-
national donor organizations. However,
the division of responsibilities between
Boards of Directors and staff members is
poorly defined.

Due to decreased funding, NGOs are los-
ing key staff members to the private sec-
tor or to international organizations. Nev-
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ertheless, most NGOs, especially those
outside the capital, are equipped with
modern office equipment. In addition,

FINANCIAL VIABILITY: 5.6

some NGOs are receiving used equip-
ment from international NGOs that are
rapidly closing their programs in Kosovo.

International donors remain the primary
source of funding for the majority of issue-
oriented NGOs. However, a small number

FINANCIAL of NGOs dealing with
VIABILITY post-war related is-

sues have success-
2003 5.6 fully raised funds from
2002 6.0 local sources as well
2001 6.0 as the Kosovar Dias-
2000 6.0 pora. These include
1999 6.0 the Association of the

Missing and Abducted
Persons During the War, The Association
of the War Invalids, and the foundation
“Friends of Kosovo Protections Corps.”

Most NGOs are facing severe cuts in the
level of funding they receive from interna-
tional donors. NGOs are used to function-
ing with large budgets and have difficulties

ADVOCACY: 3.8

adjusting to smaller scale projects and
smaller levels of funding.

Although the number of NGOs with sound
financial management systems in place is
small, it is larger than it was a year ago.
Independent auditors conducted audits of
a dozen NGOs, and the NGO Registration
has made all annual financial reports of
NGOs with public benefit status available
to the public.

Despite the very favorable legal frame-
work, there are almost no NGOs that have
competed for Government contracts or
that are seeking to earn revenues from
Government services.

As more NGOs start to engage in advo-
cacy, the problem of a two layered gov-

ernment, involving the

ADVOCACY | p|sG and UNMIK,
2003 3.8 and (_)f the issue of
2002 4.1 undefined competen-
2001 5.0 cies between the two
2000 4.5 IS becoming more
1999 5.0 evident and is proving
to be an impediment

to several ongoing advocacy campaigns
and is a discouraging factor for NGOs that
plan to engage in advocacy. Unfortunately,
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the so called “gray areas of responsibility”
cover very large sectors of political and
social life. These include rule of law, secu-
rity, tax policy, elections, and macroeco-
nomic policies. Since these are mostly
central level government concerns, this
provides an explanation as to why NGOs
advocating on the local level have been
much more successful than those in the
capital.

Nevertheless, the relationship between
NGOs and the PISG, at both the local and
central level is described by many NGOs



as excellent. Local and central govern-
ment see NGOs as resources from which
expert opinions can be sought. For exam-
ple, the NGO Internet Provider Kosovo
(IPKO) was invited to the first ever public
hearing of the Kosovo Assembly organ-
ized by the Committee on Telecommuni-
cations. IPKO was consulted on the bene-
fits of a liberalized telecommunication
market. However, some Parliamentary
Committees have not been as receptive to
NGO expertise. Such is the example of the

SERVICE PROVISION: 4.8

KOSOVO

Gender Equality Committee, which re-
jected input from the women’s rights
NGOs and other organizations dealing
with issues of gender equality.

There are an increasing number of exam-
ples of NGOs lobbying individual politi-
cians, but it is unclear whether the re-
sponse of these politicians is due to NGO
lobbying or to the influence of powerful
donors affiliated with these lobbying or-
ganizations.

NGOs continue to provide a range of ser-
vices, but on a much smaller scale than
before. These ser-

SERVICE vices are in the areas
PROVISION of health, education,
2003 4.8 humanitarign relief
2002 5.0 and housing. How-
2001 4.0 ever, the goods and
2000 5.0 services that these
1999 4.0 NGOs provide do not

necessarily reflect the
needs of their constituencies, but rather
the priorities of their respective donor or-
ganization.

During the past year it has been noted that
goods and services that go beyond basic
social needs have started to be provided
to constituencies broader than the NGO’s

INFRASTRUCTURE: 3.5

own membership. However, the notion of
recovering any of their costs by charging
fees for these goods and services remains
unacceptable to the NGO sector.

The government generally respects the
service delivery NGOs. However, there
are cases where local government has felt
threatened by the respect that these
NGOs have gained within their communi-
ties. Some governments have subse-
guently tried to control and/or take credit
for NGO achievements. There are no ex-
amples of government grants or contracts
enabling NGOs to provide services.

There are a

INFRASTRUCTURE number of NGO
2003 3.5 resource  cen-
' ters functioning

2002 3.7
throughout Kos-

2001 4.0
2000 5.0 ovo. These cen-
1999 5.0 ters provide
various services

ranging from making physical infrastruc-
ture available to NGOs, to providing train-
ing and one-on-one technical assistance.
For example, the NGO Resource Center in
Pristina provides legislative briefings for
NGOs and serves as a forum for the public
discussion of laws that are pending in the
Kosovo Assembly. All of these centers are
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well equipped and are connected to the
internet, however, many are facing serious
funding problems as major international
donors are withdrawing their assistance
and very few centers are earning income
for their services.

There are a total of 5 grant-making foun-
dations. Most of these serve to re-grant
international donor funds to NGOs. One
exception is the Union of Funds for Re-
construction of Kosovo (UFORK) which is
re-granting funding that has been collected
locally and from the Diaspora during the
1990s.

During the past year, it was common for
NGOs working in the same sector to coa-
lesce, share information, and organize
networks. For example, women’s rights
NGOs have established the Kosovo
Women’s Network, youth NGOs have es-
tablished the Kosovo Youth Network, and
political process NGOs established net-
works for monitoring elections. However,

PUBLIC IMAGE: 3.9

the NGO sector as a whole does not cur-
rently have an organization or committee
through which it can promote its interests.

The number of local trainers that provide
courses in NGO management is increas-
ing, and basic management training is
available to NGOs, especially in the capi-
tal. In addition, more advanced training is
becoming available to NGOs, and course
materials are available in local languages.

There is also an increase of NGOs work-
ing in partnership with local businesses
and media to achieve common objectives,
but these activities are in initial phases of
development. Nevertheless, different sec-
tors are becoming aware of the advan-
tages of cross-sectoral partnerships.

Print media, in particular broadcast media,
followed the work of

PUBLIC NGOs very cIoser in
IMAGE 2003. This is most

likely due to the need
2003 3.9 of broadcast media to
2002 3.9 fill  their  program
2001 4.5 schedules with pro-
2000 4.0 grams of local con-
1999 3.5 tent. Nevertheless, the

coverage provided
positive analysis of the roles that NGOs
play in civil society.
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The perception of NGOs is generally fa-
vorable. However, the fact that some NGO
leaders drive expensive cars and receive
large salaries is damaging the public per-
ception of the NGO sector.

Partnerships between NGOs, the private
sector and government are beginning to
emerge - an indication that NGOs are well
perceived by other sectors. Nevertheless,
the NGO sector has not adopted a code of
ethics, which is generally damaging to the
sector.
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KYRGYZ REPUBLIC

2003 Scores for Kyrgyz Republic
Capital:
7.0 -
Bishkek
5.0 Polity:
501 4.3 a1 Presidential
3.9 3.8 3.8 '
Population:
3.0 - 5,000,000
GDP per capita
1.0 ‘ ‘ ‘ ‘ (PPP): $2,711
Legal Org Fin Advocacy Service Infra- Public
Env Capacity  Viability structure  Image

NGO SUSTAINABILITY: 4.1

The NGO sector in
the Kyrgyz Repub-
lic is still probably
2003 4.1 the most active in
2002 4.0 Central Asia. There
2001 4.3 are about 1,050

NGO
SUSTAINABILITY

2000 4.3 NGOs according to
1999 4.1 the old Counterpart
1998 3.9 International data-

base, which is cur-
rently being updated and includes 439 ac-
tive NGOs. NGOs enjoy more or less fa-
vorable conditions for active participation
in the development of civil society com-
pared with other Central Asian republics.
However, dependence on foreign funding
sources for active NGOs, especially in the
capital of Bishkek, has led to an increase
of NGOs involved in service provision to
generate revenue.

This tendency may continue as pressure
from the government on advocacy organi-
zations increases. A successful nationwide
referendum introduced major changes to
the Constitution of the Kyrgyz Republic.
The most active and independent NGOs in
the country experienced high levels of
pressure from the government before and
after the referendum, through administra-
tive structures and government-controlled
media outlets. This was especially evident
in the rural areas. This pressure forced
some NGOs to pull out of the advocacy
campaign against the referendum. Never-
theless, NGOs in Kyrgyzstan continue to
be more involved in drafting better legisla-
tion related to nonprofit organization’'s ac-
tivities and further pursuing the ultimate
goal of becoming independent and signifi-
cant players in the country’s democratic
development. The USAID-funded network
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of NGO resource centers initiated a na-
tional advocacy campaign to promote a bill
to amend the tax code in favor of NGOs
was signed by the President. This new law
provides clear descriptions of all nonprofit
organizations and guidance to amend-
ments in the tax code which makes hu-
manitarian aid and grants tax exempt. This
should provide a better basis for sustain-
ability of NGOs in the country.

The general overview of the NGO sector in
the Kyrgyz Republic can be described as
primarily dependent on international assis-
tance, though the active local NGOs have
begun to implement public outreach pro-
grams and introducing transparent and
accountable financial management.

LEGAL ENVIRONMENT: 3.9

Unless it is politically sensitive, local gov-
ernment officials, especially those who
have been elected, acknowledge the im-
portance of NGOs and try to cooperate
with them, especially in service provision.
There is however still need for further de-
velopment within the NGO sector. Aside
from problems of sustainability caused by
the deteriorating economic situation, most
NGOs still lack the professionalism and
access needed to truly become partners
with the government to push for reforms.

NGO registration is
still relatively easy
in the Kyrgyz Re-
public. The current

LEGAL
ENVIRONMENT

gggg gg legislation  allows
' NGOs to start and

2001 5.2 >l

2000 4.3 operate within two

1999 3.5 weeks on average.

1998 3.9 The new law was

adopted on March
8, 2003, which introduced additional
amendments and changes to the Tax
Code of the Kyrgyz Republic. This law
clearly defines civil society organizations,
including non-government, and exempts
humanitarian aid and grant assistance
from taxation. However, there is still a
lack of information outside of major urban
areas regarding current legislation and
technical assistance made available to
NGOs.

Depending on how they are implemented,
several constitutional amendments intro-
duced by the February constitutional ref-
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erendum may undermine civil society de-
velopment, including a vague provision on
engagement by NGOs in political activi-
ties. The Ministry of Justice cited this pro-
vision in its initial denial of re-registration
to the Coalition for Democracy and Civil
Society in the summer of 2003. Registra-
tion was ultimately granted.

There are some incentives in the Tax
Code for business communities. Compa-
nies may be tax exempt for up to 5 percent
if they donate money to public organiza-
tions. There is a Law on State Purchase,
but stimulating grants from the govern-
ment are distributed on a centralized ba-
sis, usually to support only utility infra-
structure. In most cases, NGO are not
aware of this provision. Officials usually
have little understanding of the NGO sec-
tor, and they use pressure whenever
NGOs begin to be involved in politically
sensitive matters. During the recent refer-
endum to amend the Constitution, all
NGOs involved in the advocacy campaign



against it, experienced tremendous pres-
sure from the government including that
from the tax authorities. There is a general

ORGANIZATIONAL CAPACITY: 4.3

KYRGYZ REPUBLIC

lack of lawyers specializing in NGO law,
especially in the regions.

NGOs are slowly

tential in organiza-
2003 4.3 ti(_)nal capacity.
2002 4.3 Bishkek and Osh,
2001 4.0 two major cities,
2000 4.0 are the main ur-
1999 4.0 ban areas where a
1998 3.9 few most active

and strongest
NGOs exist. Most registered NGOs out-
side of cities are still organizationally
weak. However in general, there has
been a small increase in the number of
self-sustainable civil society organizations.
Many NGOs still exist only based on the
availability of grants and subsequent pro-
jects. Grants are often used for equipment
and salaries, not towards provision of
technical assistance for better organiza-
tional capacity. The total number of donors
decreased over the year, and there is a
general insufficiency of institutional grants.

FINANCIAL VIABILITY: 5.0

The sector continues to struggle with
growing pains as it converts from a dis-
persed group of “Non-Governmental Indi-
viduals” to actual “Non-Governmental Or-
ganizations.” Additional training is required
to foster this process in the areas such as
strategic planning, corporate and financial
management, and leadership. Usually
NGOs have limited paid permanent staff,
since their income is not stable and, for
the most part, depends on grants from in-
ternational donors. More often, organiza-
tions utilize the services of local volun-
teers, whose number is growing. Volun-
teers are usually attracted for specific pro-
jects, and there is no established volun-
teerism culture in the country.

EINANCIAL The_Kyrgyz economy
VIABILITY continues to experi-

ence a decline, which
2003 5.0 negatively affects lo-
2002 5.0 cal philanthropy and
2001 5.5 the sustainability of
2000 5.5 the third sector as a
1999 5.5 whole. There are
1998 4.2 very few NGOs that

rely on self-financing
and the majority of active NGOs are sup-
ported from foreign sources of funding.
Several business associations emerged

that attempted to raise funds. There are
also some NGOs that never applied for
grants and are not too much interested in
them; however their number is very lim-
ited. If NGOs begin being involved in
commercial activity, some of them may
lose their mission and turn into commercial
organizations. Many NGOs began engag-
ing in auditing processes to ensure com-
plete transparency and financial account-
ability. Some of them began publishing
their financial reports. Although this is not
required by law, this was initiated by
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NGOs as they start realizing of the impor-
tance of transparency in their work.

Slowly, the government is acknowledging
the role of non-government organizations
as better equipped and faster to respond
in service provision, especially at the local
level. Advancements in the legislation re-

ADVOCACY: 3.8

lated to local self-governments and com-
munity organizations resulted in possible
allocation of government funds to support
local civic organizations. However, this will
be limited only to service provision
organizations, and politically active NGOs
will still be dependent on international
grants.

NGOs become more active in pushing re-
forms in the country. Several advocacy
campaigns were conducted, some which
were successful. One advocacy campaign
ADVOCACY foc_use(_j on taxation,
which is one of the
2003 3.8 most important is-

2002 3.3 sues for the sustain-
2001 3.0 able development of
2000 3.5 NGOs. A task force,
1999 3.5 consisting of depu-
1998 3.5

ties of the Legislative
Chamber of the Kyr-
gyz Parliament, representatives of local
NGOs and the International Center for
Not-for-Profit Law, developed a bill
amending the tax code. The USAID-
funded network of NGO resource centers
initiated a national advocacy campaign to
promote this bill and conducted 14 round
tables in all provinces of Kyrgyzstan with
participation of 350 people representing
NGOs, mass media and state institutions.
As a result, on March 8, 2003, the bill enti-
tled “Amendments and Additions to the
Tax Code of the Kyrgyz Republic” was
signed by the President and on March 14
it was put into force. This new law pro-
vides clear descriptions of all nonprofit or-
ganizations and guidance to amendments
in the tax code which makes humanitarian
aid and grants tax exempt.
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As NGOs' involvement in the decision-
making process becomes more visible,
pressure from the government on NGOs
increases as well. NGOs experienced an
unprecedented pressure from various lev-
els of government during a campaign
against the referendum to amend the
Constitution in February 2003. The meas-
ures taken by the Government forced
some NGOs to step back from advocacy
activities. Despite this, leading NGOs set
up roundtables and seminars with the
government participation to shed more
light on the main activities and changes re-
lated to the Constitutional referendum.
Several new constitutional amendments
with vague, potentially restrictive provi-
sions on civil society organizations may
negatively affect the advocacy environ-
ment.

Advances in the development of local self-
governance in the Kyrgyz Republic pre-
sented more opportunities for NGOs to es-
tablish partnerships with elected heads of
local self-governments. In particular,
NGOs have become increasingly involved
in advocating for a more independent fi-
nancial authority of local governments.
Communication between the government
and the non-government sector has im-
proved, although slightly.



SERVICE PROVISION: 3.8

KYRGYZ REPUBLIC

Only a small number of well-developed
NGOs have become

SERVICE effective in providing
PROVISION services in various
areas. Most are in-

2003 3.8 volved in consulting,
2002 3.9 management, social
2001 4.3 rehabilitation, re-
iggg 3'8 sear_ch, _and !ocal
' mobilization services.

As a result, there is a
certain realization that NGOs have the ca-
pability to provide training and consultation
services in highly specific sectors, like
medical services, community mobilizations
and local budgetary hearings.

INFRASTRUCTURE: 3.8

However, NGOs can rarely reimburse their
expenses — most of the targeted groups
are unable to pay fees for the services that
they receive. This leads NGOs to provide
more specialized services for donors, such
as research and public opinion surveys.
Some NGOs provide training for local
elected officials. The Government is usu-
ally unable to pay back for the services
that they receive from NGOs. Therefore,
NGOs are frequently reimbursed in-kind.

Kyrgyzstan still enjoys a good infrastruc-
ture to support its nonprofit sector through
USAID-funded

INFRASTRUCTURE | Counterpart Inter-
national’'s eleven

2003 3.8 Civil Society Sup-
gggi g; port Centers.
2000 4.0 These c_:enters_, lo-
1999 4.5 cated in various
regions of the

country provide technical assistance to lo-
cal non-government organizations and of-
fer services related to distribution of infor-
mation and access to computer equip-
ment. However infrastructure in general
deteriorated over the past year. The num-
ber of information sources, grant-making
organizations, and training opportunities

PUBLIC IMAGE: 4.1

decreased. There is more focus on the re-
gions, which results in decreased attention
towards the NGOs in the main cities.

Some Resource Centers provide paid ser-
vices (e.g., for Xerox copying, computer
use, some training courses, etc.). Train-
ings on the basic skills are available, and a
few training materials are available in the
native Kyrgyz language. Local government
officials, especially elected ones, are more
or less supportive of NGOSs, since they
recognize the benefit of NGO support dur-
ing local elections. However, NGOs often
do not have the necessary skills to apply
to local government officials and obtain
support.

The media coverage of NGOs in Kyr-
gyzstan continues to increase, while gov-
ernment controlled media outlets have run
critical reports about NGOs, their leaders,

and activities. Particularly, the case of the
Kyrgyz Human Rights Committee was
heavily utilized to draw generic stereo-
types of NGOs in the eyes of the public.
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There were several reports that the Chair-
person of the

PUBLIC IMAGE Committee embez-
zling grant funds

2003 4.1 for his personal
2002 4.1 use. This coordi-
2001 4.5 nated  campaign
2000 4.5 against public or-
1332 gg ganizations tar-

) geted NGOs that

were politically ac-
tive. Neither the independent or gov-
ernment-controlled media promoted NGO
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NGO activities in a way that can effectively
counteract such negative publicity. None-
theless, Kyrgyz NGOs attracted media at-
tention to their activities for both public im-
age and advocacy purposes. Public
awareness of NGOs remains to be one of
the highest in Central Asia (48 percent ac-
cording to a USAID-funded poll). In gen-
eral, however, NGOs tend to lack the
breadth and influence of government-
controlled media in spreading their mes-
sage.
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LATVIA

2003 Scores for Latvia

70 - Capital: Riga
Polity:

5.0 Parliamentary
democracy
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NGO SUSTAINABILITY: 2.7

The NGO sector in Latvia continues to
slowly improve with noticeable advances

in the areas of pub-
NGO lic image and legal
SUSTAINABILITY .

environment. Lat-

2003 2.7 via’s Parliament
2002 2.8 (Saeima) passed a
2001 2.9 new law that posi-
2000 2.8 tively impacts the
1998 4.2 sector and was a

direct result of the
lobbying efforts of the NGO coalition
formed by the NGO Centre in Riga. The
public image of the sector also improved
during the year as more organizations
recognized the need to operate in a trans-
parent and accountable manner.

The greatest difficulty facing the NGO sec-
tor remains the sector’s financial viability
and the sustainability of individual organi-

zations. Despite nascent attempts at local
fundraising, including the success of the
country’s first Community Philanthropy
Foundation, most organizations still rely
exclusively on the few remaining interna-
tional donors for support, which places the
majority of organizations in the sector in
an unsustainable position.

NGOs are diversified and established
throughout the country. They represent
almost all segments of society and target
all demographic groups. The sector re-
mains the strongest in the capital and the
largest cities. According to data collected
by the NGO Centre in Riga, fewer than
1,000 NGOs are active throughout the
country. Of the almost 1,000 organizations
registered as clients of the NGO Centre,
however, many are weak and lack re-
sources.
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LEGAL ENVIRONMENT: 2.6

The Constitution of
the Republic of Lat-
via guarantees the

LEGAL
ENVIRONMENT

2003 2.6 fundamental rights
2002 2.8 of association and
2001 3.0 free speech and
2000 3.0 these fundamental
1998 4.0 rights have been

reinforced by laws
governing the NGO sector. NGOs are
free to operate without government inter-
ference, they are free to express criticism
of both the central government and local
authorities, and they cannot be dissolved
for political reasons.

In 2003, the most significant event to im-
pact the NGO Sector in Latvia was the
passage by Latvia's Parliament of the
Law on Associations and Foundations
that comes into force in April 2004. Both
existing legislation governing the NGO
sector and the new law facilitate the NGO
registration process and reduce the regis-

ORGANIZATIONAL CAPACITY: 2.9

tration fee. The new fee will be based on
the administrative cost incurred by the
State for processing the application. The
new law simplifies the NGO classification
system by creating two major categories
of NGOs: foundations and associations. It
also clearly outlines how the assets of an
NGO will be distributed once it ceases to
exist. The law will permit NGOs to engage
in economic activity as long as it is not
their primary activity.

Although the new law was passed in
2003, the greatest obstacle to NGO regis-
tration was the limited availability of in-
formation on the registration process. In
addition, the detailed financial reporting
requirements resulted in a number of
NGOs inadvertently breaking the law be-
cause they did not understand the report-
ing requirements. The legal capacity
within the NGO sector is limited.

Although there are NGOs throughout Lat-
via, most of the sector’'s resources are

concentrated in
ORGANIZATIONAL the Capital and
CAPACITY largest cities.

Strong NGOs do

2oy 55 | eist, but they of-

' ten have trouble
2001 3.3 1| :
2000 2.6 building their
1998 4.0 membership  be-

cause it is not
clear to the general population how to join
the organization.

NGOs identify their mission statement in
their statutes because they are required to
do so by law, but few actually engage in
any form of long term strategic planning.
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Most organizations develop annual work
plans and often apply for grants outside of
their mission and core competencies be-
cause they need funding in order to con-
tinue their operations.

NGOs are typically staffed by unpaid vol-
unteers, while paid workers serve on a
contract to contract basis pending funding.
Few donors pay staff salaries, so the only
permanent staff member tends to be a
part-time bookkeeper who receives a
small fee for completing the many financial
documents required by law.

The concept of volunteerism has raised a
number of issues within Latvia’s NGO sec-
tor. Because most organizations do not



have permanent, paid staff, work is con-
ducted by volunteers who are dedicated to
the organization’s mission. However, at-
tracting volunteers can be an administra-
tive burden because the State does not
recognize the status of volunteers and al-
lows only employees with a legal work
contract to be reimbursed for expenses. If
a volunteer has a legal work contract, then
the volunteer must be paid no less than
the minimum salary with all income and
social taxes. Receiving a salary, of course,
means that the individual is not a volun-
teer.

Most organizations are small and in the
early stages of development and conse-
guently do not have a Board of Directors.
However, more NGOs are becoming

FINANCIAL VIABILITY: 3.3

LATVIA

aware of the advantages of having a gov-
erning board and a new training program
started by the NGO Center has provided
training and consultations to leading
NGOs on the role and responsibilities of
the governing board.

Most NGOs lack basic office equipment,
and those that do have equipment re-
ceived it as part of a grant but do not have
the resources to upgrade or replace it.
Few international donors provide subsidies
for purchasing equipment because they
assume that NGOs have all the equipment
they need to operate.

International donors are ending their sup-
port to Latvian NGOs and domestic
sources of funding are slowly filling the
gap. Local sources of

FINANCIAL .
VIABILITY funding are, however,
still not widely devel-
2003 3.3 oped. As a result,
2002 3.5 most organizations are
2001 3.5 not financially sustain-
2000 3.5 able and funding avail-
1998 5.0 able does not meet

NGO needs.

The lack of organizational sustainability is
rooted in a number of causes. NGOs rely
heavily on foreign donors and have not
fully realized that they need to develop lo-
cal sources of funding to replace diminish-
ing international support. Organizations
have not diversified their funding sources
beyond the limited number of existing
sources. They are still project driven and
exist only as long as project funds are

available. In addition, NGOs capacity to
conduct fundraising activities is weak.

Despite the financial difficulties facing the
sector as a whole, Latvia now has one ma-
jor example of successful local fundrais-
ing. The first Community Philanthropy
Foundation became fully operational after
a lengthy pilot project phase, and more
communities have expressed interest in
developing their own community founda-
tion.

Although NGOs may have difficulties fund-
raising, they are proficient at managing the
funds they receive and operational trans-
parency is increasing. Most are accus-
tomed to donors’ financial reporting re-
qguirements, but few NGOs can afford a
complete financial audit. A handful of or-
ganizations publish an annual report, but
they are all required to publish a summary
of their financial transactions.
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ADVOCACY: 2.0

Successful cooperation between the NGO
sector and the government continues.
NGOs are represented at the weekly
meetings of the State

ADVOCACY Secretaries (the high-
est administrative
2003 2.0 body in each govern-
2002 2.0 ment ministry), and
2001 2.2 .
the NGO Center is

2000 3.0 .
1998 4.0 asked to provu_je
comment on all legis-

lation that affects the sector.

The Ministry of Social Integration pub-
lished two handbooks on the NGO sector.
One is a handbook for government offi-
cials on how to bring civil society into con-
sultative policy discussions, and the other
handbook teaches NGOs how to commu-
nicate with national level policy makers.

SERVICE PROVISION: 2.5

One of the most visible examples of NGO
public advocacy was a coalition formed to
stop the Ministry of Finance from decreas-
ing the tax deductions that businesses can
receive for contributions to NGOs.

Although there are no rules addressing
lobbying, NGO are allowed to participate
in lobbying activities. However, few or-
ganizations are comfortable with their lob-
bying abilities. Two notable examples of
successful lobbying are the passage of the
new Law on Associations and Foundations
and the Diabetes Association’s successful
campaign to repeal the Cabinet of Minis-
ter's decision prohibiting diabetics from
driving.

SERVICE NG.Os rgcognize that
PROVISION their ~ clients  should
pay for services; how-
2003 2.5 ever, NGOs do not

2002 2.5 recover their costs
2001 2.4 through fee-for-service
2000 2.5

INFRASTRUCTURE: 2.8

because they assume that their clients
cannot afford to pay. Although the gov-
ernment recognizes the value of some
specific NGOs, it does not support them
financially.

INFRASTRUCTURE Latvia has a

network of Re-

2003 2.8 gional NGO
2002 3.0 S

upport Centers

2001 3.0 | ted th h

2000 3.0 ocate rough-

out the country

to provide infor-
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mation and services to NGOs. Because
the centers do not have a cost recovery
mechanism in place, it is completely de-
pendent on foreign donors to survive.

The number of formal coalitions within the
sector is limited because NGOs still view



other organizations as competition for lim-
ited resources. However, informal net-
works are formed when organizations
share a need to accomplish common
goals. The passage of the NGO law re-
sulted from an informal coalition that was
formed to promote the interests of the

PUBLIC IMAGE: 2.8

LATVIA

sector. Training opportunities in the sector
are adequate, although the same limited
number of trainers conduct almost all
trainings on a wide range of topics. The
most notable exception is the new training
program for boards of directors, which is
taught by a specialist in governance.

The amount of coverage NGOs receive in
the press varies between the capital city
and the rural regions. NGOs enjoy good
coverage at the local

PUBLIC level and the amount
IMAGE of coverage in the na-
tional press is improv-
gggg gg ing. All of the main
' daily newspapers cur-
2001 2.7 -
rently have a journal-
2000 2.0 .
ist who understands

the NGO sector and the major wire ser-
vices have a department that covers civil
society.

The sector does not have a large number
of role models of successful, sustainable
organizations, but the public perception of

NGOs is improving. According to one
United Nations report, however, NGOs are
still ranked below family, friends, local
government, and commercial enterprises
as a source of support for individuals in
need. The public perception of the NGO
sector is a backlash from the large, highly
public scandals that hit the sector in previ-
ous years.

The NGO sector does not have a sector-
wide code of ethics and no institutionalized
mechanism exists for implementing such a
code. Despite the lack of an official code
of ethics, organizations are becoming
aware of the need for transparency and
accountability in their operations.
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LITHUANIA

2003 Scores for Lithuania
Capital: Vilnius
7.0 -
Polity:
Parliamentary
5.0 democracy
3.4
2.6 30 >3 Population:
3.0 : —
22 3,500,000
16 1.6
] ] GDP per capita
10 — _ _ (PPP): $7,106
Legal Org Fin Advocacy Service Infra- Public
Env Capacity  Viability Prov structure  Image

NGO SUSTAINABILITY: 2.5

Although the past year witnessed rapid
growth of the NGO sector in rural areas of
the country, tradi-
tionally strong and
influential NGOs of
larger towns have

NGO
SUSTAINABILITY

2003 2.5 .

2002 2.7 experienced a pe-
2001 2.9 riod of financial
2000 3.1 stagnation and
1999 2.9 even deterioration.
1998 3.0 With Lithuania join-

ing the European
Union next year, most foreign assistance
funds are shrinking, while EU funds,
around which the sector builds its hopes
and expectations, are not yet available.
NGO revenue sources inside the country
have been growing slowly and are inade-
guate to cover the gap.
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During the year, two trends developed
within the NGO sector. On the one hand,
an increased number of experienced
NGOs, trusted by the public, became in-
creasingly influential in advocacy and pro-
viding quality services and products, and
found innovative ways to serve their clien-
tele but experienced funding shortfalls.
They continue to operate, drawing heavily
on their inner resources, but at some point
these need to be replenished. An increas-
ing number of such NGOs were forced to
cut programs and suspend activities until
more funds are available.

On the other hand, the visibility of the
achievement of the first group and growing
civic awareness and activism in rural ar-
eas, together with the expectation of sub-
stantial incoming EU funding, have re-
sulted in the emergence of a significant



group of new NGOs. These new NGOs
expand the geographical distribution of the
sector, but they are thus far unable to op-
erate effectively. NGOs of this group most

LEGAL ENVIRONMENT: 1.6

LITHUANIA

often function on a zero budget, lack train-
ing and skills, and still need to clarify their
mission and aims.

There were no significant developments in

the legal environment

LEGAL for NGOs in 2003.
ENVIRONMENT | pjiscussion regarding
consolidation of NGO

2003 1.6 . .

2002 1.6 regulations continued
2001 2.0 at  the Seimas
2000 4.0 (Lithuanian parlia-
1999 4.0 ment), but  only
1998 4.0 amendments to the

Law on Associations
were enacted.

A measure passed by the Seimas last
year, allowing individuals to designate two
percent of their income taxes to a selected
NGO, has not yet yielded any income for
NGOs. Within a few months, citizens will
have to declare their designation from
taxes paid during 2003. Organizations
started active solicitation campaigns, but it
will be extremely difficult for NGOs to

ORGANIZATIONAL CAPACITY: 2.9

compete with schools, hospitals and other
facilities registered as public institutions,
which are also entitled to the same funds.
Experts predict that personal income taxes
will not (at least in the near future) be a
significant funding source for NGOs, and
certain groups of NGOs, such as NGO re-
source centers and NGOs working in the
field of democracy, will likely not benefit
from this new law.

Also, simultaneously with the enactment of
this new measure in the personal income
tax law, the deduction for charitable con-
tributions to NGOs was eliminated. A bill to
reinstate the deduction has been submit-
ted for consideration by the Seimas.

ORGANIZATIONAL | '€ possibility of
CAPACITY receiving ear-
marked funds

2002 2.9 from personal in-
2001 3.0 come taxes has
2000 2.5 been a powerful
1999 2.5 incentive for
1998 3.0 NGOs to widen

their local con-
stituencies, and NGO efforts to involve
more people in their activities have in-
creased and become more visible. The
process of establishing community-based
NGOs has intensified, especially in small

towns and rural areas. Sometimes these
are organizations created with the sole
purpose of enabling local governments to
obtain European Union funds (certain EU
structural funds can be channelled only
through local community organizations).
Such organizations are not especially mo-
tivated to build local constituencies, yet the
growing numbers of community-based or-
ganizations have visibly increased compe-
tition for members and supporters.

Volunteering with NGOs has become
more established, especially among young

119



2003 NGO Sustainability Index

people. However, NGOs are not suffi-
ciently staffed to recruit potential volun-
teers and manage them. Due to sparse fi-
nancial resources, professional NGOs are
forced to cut their staff and cannot mod-
ernize their outdated basic office equip-
ment. The major computerization pro-
grams, such as “Window to the Future,”
funded by a group of Lithuanian busi-
nesses, target rural regions and smaller
towns, and new NGOs in such areas are
often better equipped technically than
leading established NGOs. It is also easier
for them to obtain office premises, which is

FINANCIAL VIABILITY: 2.9

a big problem for organizations based in
the capital and other large towns.

Fully functioning boards of directors have
become more common, as has strategic
planning. Increasing numbers of NGOs
evaluate themselves, and this helps to
shape and clearly define their mission.
However, there are still numerous organi-
zations that determine their activities
based on available funding.

Financial viability has

FINANCIAL become an even big-
VIABILITY ger concern as the

traditional, easily ac-
gggi gg cessible 'funding
2000 4.0 sources continue to
1999 3.5 shrink. NGOs place
1998 3.0 their hopes in the

coming European Un-

ion funds, but there is
also a growing realization that these funds
will be very hard to access, especially for
smaller NGOs. As long as local govern-
ments are not able to fund small NGOs,
they are in an especially vulnerable situa-
tion.

Increasing competition for funds and the
complexity of application requirements
have created a need for professional in-
termediaries who specialize in writing pro-
ject proposals and putting together project
documentation. NGOs increasingly buy
such services.

An increase in funding from local philan-
thropy and membership fees has diversi-
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fied funding sources but does not cover
the basic needs of NGOs. The Lithuanian
economy is growing rapidly and possibili-
ties for getting funding from businesses
could be better exploited, provided that
NGOs improve fundraising capacities and
adopt a project approach rather than gen-
eral funding requests. The number of
NGOs presenting financial reports to do-
nors and constituencies increases, but
only the rare organization can afford a
formal financial audit, which would be very
helpful in fundraising with businesses.

NGOs most often work for an impover-
ished clientele and they cannot generate
significant revenues from their clients di-
rectly. It is generally recognized that
NGOs provide quality products and ser-
vices and work cost-effectively. Whenever
contracting possibilities appear, NGOs
successfully compete for contracts, espe-
cially through special programs of the cen-
tral government. However, contracting op-
portunities are much smaller than needed.



ADVOCACY: 1.8

LITHUANIA

Civic activism is visible in rural and small-
town communities, and

ADVOCACY | the activities of new
community-based
2003 1.8 NGOs have contributed
2002 1.8
2001 2.0 to advocacy on the local
2000 2.0 government level. Mu-
1999 1.5 nicipal governments
1998 2.0 have come to view

NGOs favorably - they
increasingly invite NGOs to give advice
and express opinions on different issues.
NGOs are becoming more widely repre-
sented on municipal councils. Public
commissions have been established by
the boards of several municipalities, and
the newly passed amendments to the law
on local governance have envisioned citi-
zens’ advisory committees at the level of
the smallest local administrative unit —
seniunija (borough administration). On the
central government level, NGOs are often
invited to take part in the work of intermin-
isterial groups formed around certain is-
sues such as children’s rights.

SERVICE PROVISION: 3.8

The Law on Lobbying has been passed in
Lithuania but does not function in practice.
It is complicated and costly to register as a
lobbyist; however, other lobbying mecha-
nisms exist that are successfully used by
NGOs. For example, the Seimas invites to
public hearings all those who have com-
mented on proposed legislation and NGOs
increasingly use this opportunity. Large
numbers of NGOs have recently partici-
pated in discussing the Law on Youth, the
Law on Associations and the Law on
Gambling.

The number of issue-based coalitions has
been growing. The Coalition of National
Minorities” NGOs and the Coalition of
Educational Organizations have been es-
tablished. The latter has signed a coopera-
tion agreement with the Ministry of Educa-
tion. NGOs have formed a broad environ-
mental campaign against oil extraction
planned by Russia off the shores of Kursiu
Nerija, a protected seashore.

SERVICE Diminishing  funding
PROVISION from traditional
sources forced NGOs

2002 3.8 to become service
2001 4.0 providers. Since con-
2000 3.5 solidation of NGO
1999 3.5

regulations has not
yet been completed,
many NGOs, especially in the capital and
bigger towns, have re-registered as public
institutions in order to be able to engage in
income-generating activities.

Growing competition for funds stimulated
NGOs to diversify their services and orient

themselves towards long-term high-quality
products. In fields like the environment,
NGOs successfully compete with busi-
nesses and with most of the state con-
tracts. The Ministry of Social Security and
Labor has also significantly increased pro-
curement from NGOs.

Municipal governments have not suffi-
ciently encouraged service provision by
NGOs. NGOs often complain that they are
pushed away in municipal competitions for
funds, and that municipal contracting lacks
transparency.
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A belief that NGOs should work on a vol-
untary basis persists. The clients that
NGOs serve are used to receiving ser-
vices free of charge and, as NGOs start
asking for service fees, they suspect that

INFRASTRUCTURE: 2.3

NGOs do not work professionally enough
to mobilize resources and are unwilling to
pay. Thus turning to paid services has
been progressing but is still very difficult
for non-profits.

Lithuanian NGO resource centers face the
same tense financial situation as Lithua-
nian NGOs in general. Gradually, NGO re-
source centers turn to paid service provi-

INFRASTRUCTURE | Sion. but their cli-
entele is still not

2003 2.3 ready to pay.
2002 2.3 Traditional ser-
2001 2.5 vices, such as
2000 3.0 training, are very
1999 3.0 much needed by

the newly estab-
lished rural NGOs; however, lack of funds
on both sides does not allow this need to
be fulfilled. Lack of sustainable funding
makes training unsystematic and scat-
tered, and the infrastructure of NGOs be-
comes weaker.

NGO resource centers maintain their im-
portance as they find new ways to serve
their constituencies. They successfully un-
dertake advocacy initiatives and facilitate

PUBLIC IMAGE: 3.8

cross-sectoral cooperation. (For example,
the Klaipeda NGO Information and Sup-
port Center has signed contracts with the
local municipality and the Philip Morris
Company, based in Klaipéda, to provide
support for NGOs.)

The process of establishing community
foundations is accelerating. Several new
community foundations have appeared,
and although they distribute small
amounts of funds, their importance is in-
creasing.

A special NGO web page, www.labdara-
parama.lt, administered by the NGO In-
formation and Support Center in Vilnius,
has significantly contributed to information
exchange among NGOs. The pool of in-
formation available on the Internet is large,
but so far NGOs do not make sufficient
use of information technologies.

Competition for limited funds increased
NGO accountability and public outreach
efforts. Published NGO activity reports
and websites are becoming more com-
mon. Regional media coverage of the
sector is fairly extensive and most popular
talk shows on national and commercial
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TV programs frequently present the views
of NGO representatives on important po-
litical, social, and economic issues.

The growing number of NGO alliances
with businesses indicates that the public
image of NGOs continues to improve.
Citizens increasingly turn to NGOs to de-


http://www.labdara-parama.lt/
http://www.labdara-parama.lt/

fend their interests, additional evidence

that NGOs are be-
PUBLIC coming a powerful
IMAGE force, willing to take
2003 3.8 on both government
2002 3.8 and big business. In
2001 4.0 such cases, whether
2000 3.0 in the areas of envi-
1999 2.5 ronment, human
1nne 2 n rights or social pro-

tection, NGOs often work in alliance with
the media. NGO communication with
lawmakers has also improved, as politi-
cians come to realize the growing exper-
tise of NGOs in legislation.

LITHUANIA

Nonetheless, NGOs have not yet mas-
tered public relations techniques well
enough. Their project terminology is not
always understandable to their constitu-
encies and they are not able to clearly
dissociate themselves from ruling political
forces (especially on the local level).
Rural NGOs still pursue narrow organiza-
tional interests and put great effort in
competing for the same constituency in-
stead of making alliances and cooperat-
ing to better serve their clientele.
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MACEDONIA

1.0 \

2003 Scores for Macedonia

Capital:
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Polity:
Parliamentary
democracy
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Prov

Public
Image

Infra-
structure

NGO SUSTAINABILITY: 3.7

There are approximately 5,100 associa-

NGO tions and foun-
SUSTAINABILITY | dations — regis-
tered in Mace-

2003 3.7 donia, but only a
2002 4.0 fraction are
2001 4.1 considered ac-
2000 4.6 tive. In spite of
1999 4.6 the difficult cir-
1998 4.4 cumstances, an

active civil soci-
ety is slowly emerging in Macedonia. Sig-
nificant improvements are evident primar-
ily in the areas of service provision, infra-
structure, and advocacy. Increasingly,
NGOs are creating platforms to express
their views, while coordinating structures
are being established to enable full partici-
pation of NGOs in the social and political
processes of the country. The level of
NGO development varies considerably
from region to region within the country.
Nearly half of the active NGOs are con-
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centrated in the capital, while the majority
of the remaining active NGOs are clus-
tered in the north and northwest part of the
country. Only one out of ten organizations
is based in the rural areas. NGOs have
become engaged in an increasing number
of sectors. However, most NGOs are
poorly focused and try to deal with too
many issues. As a result, they are not able
to improve their proficiency or expertise in
any one or two sectors. Organizations are
still very donor driven and dependent on
foreign funding. The legal framework also
needs further adjustments to strengthen
the financial sustainability and develop-
ment of NGOs. Although ethnic and reli-
gious differences continue to divide the
sector, communication among different
groups has increased. Areas that need fur-
ther improvement include an inadequate
national and local donor base, an insuffi-
cient level of communication and network-
ing among NGOs; poor public accountabil-



ity and awareness; the ambivalent rela-
tionship between the NGO sector and the
government; and poor management skills.

In spite of sporadic incidents, the security

LEGAL ENVIRONMENT: 2.9

MACEDONIA

situation in Macedonia is considered sta-
ble and in the process of normalization.
However, the Macedonian economy re-
mains weak and the unemployment rate
has increased.

The NGO legal environment did not ex-
perience significant changes from last
year. The registration process is fairly
easy, routine, and without major difficul-
ties. One observation is that while most
judges treat the registration process as pro
forma, some make the process more ar-
duous for the NGOs,

LEGAL requesting large
ENVIRONMENT | amounts of support-
ing data before
2003 2.9 processing their reg-
2002 3.0 istration. A central
2001 3.0
database on all reg-
2000 3.0 . -
1999 3.0 istered NGOs is
1998 3.0 maintained by the
Trial Court in

Skopje. The Trial Court has a full-time
clerk who deals with requests for informa-
tion, and access to this information is
readily available. Nevertheless, registra-
tion data from courts outside Skopje is not
regularly fed into the central database, so
the national level database is generally not
up-to-date. Additionally, the central data-
base is setup in such a way that it does
not allow data comparison and cross-
tabulations. Personnel changes at the
court have resulted in trained registration
judges being replaced by others with no
experience or expertise in this area. Addi-
tional training for the judiciary on NGO
registration is needed.

Organizations generally operate without
impediments or undue involvement from
the state. A positive aspect of the 1998
Law on Citizen Associations and Founda-
tions is that it allows organizations to freely
adjust their statutes according to their in-

terests and internal capacities. The most
common mistake made by NGOs is that
they do not pay enough attention to legally
defining roles and responsibilities within
their organizations during the early plan-
ning stages. The 2003 government action
plan asserts that favorable changes will be
made in the legal and fiscal framework
governing the civil society sector. To im-
plement these changes, amendments to
the current Law on Associations and
Foundations, coupled with changes to the
Laws on Profit Tax and Personal Income
Tax, are being prepared under the aus-
pices of the Ministry of Justice and Minis-
try of Finance.

Currently, few local lawyers are trained
and familiar with NGO law. However, legal
education clinics on NGO law exist at the
Faculty of Law in Skopje, which provides
legal assistance on NGO registration and
other legal formalities. Additionally, NGO
law is now taught as part of the standard
curriculum at the Law Faculty and a
textbook on NGO law has been prepared.
The involvement of lawyers is mostly
limited to the registration process, and
needed legal advice is more readily
available to NGOs in the capital than
elsewhere. Improvements to the tax
regime remain a high priority for the NGO
sector. Among the countries in the region,
Macedonia currently has the fewest tax
incentives. The existing legislation states
that an NGO must establish and register
as a separate limited liability company in
order to earn income from the provision of
goods and services. Such companies are
taxed as all other businesses. Legislative
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initiatives that are underway may improve
the situation considerably once passed.
NGOs are permitted, but not encouraged
or empowered, to legally compete for
government contracts/procurements at the

ORGANIZATIONAL CAPACITY: 3.7

local or central level. There are, however,
a few NGOs that have participated in
tenders and received government
contracts.

Although many NGOs are making an effort
to be client oriented, the majority still lack

skills in working
ORGANIZATIONAL | with constituen-

CAPACITY cies, increasing
membership, and
2003 3.7 fundraising. The
2002 4.0 h
2001 4.0 sector has not
2000 4.0 reached an ade-
1999 4.0 quate level of
1998 4.0 maturity, yet

compared  with
the previous period, there seems to be no-
ticeable progress. There are a number of
good examples of NGOs that have man-
aged to activate larger parts of the popula-
tion around issues, such as the civic initia-
tive which formed to protest the price of
telephones; NGOs from Veles fighting
against the pollution in this town; as well
as many other local organizations whose
activities have made a difference. Train-
ings offered to NGOs in the last couple of
years have shown results. It is estimated
that about 100 NGOs in the country have
developed strategic plans and more or-
ganizations are interested in receiving
training to broaden their skills in this area.
NGOs still need to improve their level of
professionalism internally. The internal
structure of NGOs tends to vary consid-
erably. Although the basic requirements by
law are that NGOs must have a steering
committee (board) and members, many do
not comply with this requirement. A good
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number of NGOs do not have clearly de-
fined missions to which they adhere.
There is also a low level of understanding
about the relevance of the concept of or-
ganizational strengthening and institutional
development. Most NGOs follow the au-
thoritarian model of operation, in which
one (usually the leader) or two persons
make all the decisions. The more devel-
oped and trained organizations, however,
do have well-established structures with
clearly defined roles and responsibilities
for the board of directors and staff mem-
bers. The so-called "one-man NGOs" ap-
pear to be the biggest problem given the
lack of checks on their operation. Donors,
by setting strict criteria for accountability
and results, and demanding that project
activities fit into a wider NGO or commu-
nity strategy, have helped support im-
provement in this area.

About 80 percent of the NGOs in
Macedonia do not have employed staff.
There is a slight increase in the number of
organizations that hire and pay individuals
on a project basis, nevertheless, this is still
only a temporary engagement and not full-
time employment. There is a growing
understanding of the concepts of
volunteerism and civic activism. On
average, NGOs seem to have adequate
technical equipment, mostly due to
international assistance.



FINANCIAL VIABILITY: 4.5

MACEDONIA

The withdrawal of a number of donors
coupled with the bad economic situation,
have additionally undermined the sector's
financial viability. Currently there are only
a few major donor

FINANCIAL agencies in  the
VIABILITY country providing
support to NGOs.
2003 4.5 Domestic funding is
2002 4.6 - L
2001 4.0 still not a significant
2000 5.0 source of support for
1999 5.0 the NGO  sector,
1998 5.0 although there are a
few emerging

domestic foundations dedicated to various
causes. All donors are increasingly
results-oriented and seek more
transparency and accountability from the
NGOs they support. Several established
NGOs operate in a transparent manner
and conduct independent financial audits
and publish annual reports. However,
most organizations are still reluctant to
share their financial information with the
wider public, and the only responsibility
they feel is towards their donors. Local
Intermediate Support Organizations (ISOs)
have become active in building a reporting
culture among NGOs through assistance
in  preparing annual reports, and
conducting independent audits. Training

ADVOCACY: 3.3

on fundraising skills remains a need.
There are examples of  small
advancements, such as successful
fundraising campaigns conducted this year
for: people suffering from HIV/AIDS,
support to maintain poor children, support
to the homeless, and caring for the
animals in the Skopje Zoo. Local donors or
businesses are also providing small-scale,
in-kind assistance. According to recent
research data, NGO funds are still not very
diversified. Approximately 75 percent
come from donor support, 10 percent are
provided by local and central government,
5 percent are from business sponsorships,
and 10 percent are obtained from
individual sources (membership fees, etc).
A number of specialized membership-
based organizations increasingly manage
to collect dues. Very few NGOs have
developed strong financial management
systems. There are encouraging cases
where central and local government and
businesses are contracting NGOs for
services, and the central government does
provide a certain amount of funding to
NGOs annually. However, there is no clear
methodology about the process by which,
or the purpose for which, the funds are
granted, and the criteria for selection and
distribution of funds are vague.

NGO advocacy continues an upward
trend. A new trend is the increased coop-
eration of the sector with local and national
authorities based on predetermined re-
sponsibilities, objectives and implementa-
tion goals, which increase the sector's
ability to have an impact on policy. There
are several examples including the ap-
pointment of the head of Transparency
Macedonia was appointed president of the

State Anticorruption Committee; an NGO
activist was asked to lead the National
Committee on HIV/AIDS; NGOs partici-
pated on the National Committee on
HIV/AIDS which resulted in a successful
application to the Global Fund for AIDS;
NGOs participated in the decentralization
process taking place throughout the coun-
try; a Committee formed between the uni-
formed part of the Ministry of Interior and a
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group of NGOs that resulted in a “Code of
Conduct” for the police towards civilians;
the NGO Polioplus lobbied for laws related

to the handicapped; and

ADVOCACY | NGOs were directly in-
2003 3.3 volved in all committees
2002 3.6 supporting the disar-
2001 4.0 mament initiative in
2000 4.5 Macedonia. The “2003
1999 4.5 Government Action
1998 5.0 Plan” developed from

the “Agreement for Sta-
bilization and Association with the EU”
contains a section dedicated to govern-
ment collaboration with the civil society
sector. Moreover, the Government has
announced plans to establish an office for
cooperation with NGOs in 2004. During
the last year there were a number of suc-
cessful NGO policy initiatives such as: a
campaign by the Regional Environmental
Center which resulted in the introduction of
the Law on Air; an advocacy effort by Po-

SERVICE PROVISION: 4.0

lioplus for changes in the Law on Health
Protection; and the participation by the
Council for Juvenile Delinquency in the
creation of a national strategy on juvenile
delinquency. In spite of these encouraging
examples, NGOs still face considerable
hurdles to cooperating with local or central
authorities, who in general, need to be
more receptive and understanding of how
NGOs can be helpful to them in achieving
their policy goals. Cooperation with line
ministries is still very ad hoc and depends
on the individuals at the respective minis-
try. NGOs are creating issue-based coali-
tions on single issues, as needed. These
coalitions are not well structured and there
is usually no follow-up. The advocacy
skills of NGOs outside the capital are low
compared to the Skopje-based NGOs.

There has been a noticeable increase in
the provision of services by NGOs,
particularly in the areas of health care
(mostly for people with

SERVICE special needs),
PROVISION | education, legal advice,
overty relief, housin
2003 40 | POYeW ! 9,
water or energy supply,
2002 4.8 ic d |
5001 5.0 economic development,
2000 5.5 environmental
1999 5.5 protection, governance,
and empowerment. The

following examples are good illustrations
of the types of services NGOs are
providing:  counseling and medical
services to victims of HIV/AIDS and at-risk
groups; provision of medical,
psychological and educational services to
marginalized individuals and victims of
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human trafficking; training programs on a
variety of socially important topics;
consumer organizations offering
information and legal advice; services for
people with mental disorders; and shelters
for victims of domestic violence or the
homeless. More than before, local
communities are working together with
NGOs on a partnership basis to address
community problems. More organizations
are actively seeking training on self-
financing skills in order to better provide a
wider range of services. As a result of
these efforts, there is an evident increase
in community responsiveness to the work
of NGOs, and NGOs are making a
determined effort to identify and respond
to community needs. An illustration is the
environmental group Odek from Kavadarci



that contributed in detecting and resolving
a problem with the water supply system.
However, the number of organizations that
have received state authorization to
provide services to citizens themselves is
still insignificant. The internal capacity of
the government to act upon its intended
commitments towards helping the NGO
sector is inadequate, but overall the
prospects for improved cooperation in the
area of service provision are promising.
There remains a need for the public to
understand that the services provided by
NGOs have a value. To this end, NGOs

INFRASTRUCTURE 3.9

MACEDONIA

are charging symbolic fees for services,
usually about 10 percent of the market
value of the service. By paying for
services, clients are motivated to value the
product and as a result to be more actively
engaged and learn (in the instance of
trainings). Unfortunately, the vast majority
of NGOs are focused on receiving still
easily available donor funds, and very few
are devoted to building up their self-
sustainability.

INFRASTRUCTURE | At this time,
there are only

2003 3.3 two Intermediate
2002 3.7 Support  Organi-
5883 gg zations operating

. he national
1999 5.0 at the nationa

level, these are:
the Foundation Open Society Institute—
Macedonia (FOSIM), and the Macedonian
Center for International Cooperation
(MCIC). At present, FOSIM has estab-
lished four NGO support centers through-
out Macedonia for the purpose of improv-
ing NGO service delivery and building bet-
ter working relations with other organiza-
tions and government authorities. These
centers offer technical assistance, train-
ings, equipment, facilities, consultations
and small grants. FOSIM has plans to
open more support centers in eight addi-
tional locations. An alternative network of
regional centers is controlled by the
European Center for Minority Issues
(ECMI), whose primary goal is to improve
inter-ethnic cooperation and tolerance. In
general, the long-term sustainability of
these centers is questionable. There are
cases when local authorities serve as

grant-making organizations, whereby
funds received for certain purposes are
sub-granted to NGOs. On the national
level, there are several organizations that
sub-grant funds mostly obtained from for-
eign sources. The following are encourag-
ing examples of NGO coalitions: NGOs
have joined together to have a greater
role in commenting on legislation pending
in the Parliament; the coalition movement
"Macedonia Without Corruption”; NGOs
have joined together to support the dis-
armament process; and an initiative has
been established to create a joint citizens
national platform. Compared to previous
years, there has been a qualitative im-
provement in the functioning of coalitions,
though the general impression is still that
NGO coalitions are often forced creations
due to donor pressure, rather than or-
ganic structures designed to pursue the
common interests of local NGOs. Compe-
tition among NGOs often leads organiza-
tions to apply for projects without consid-
ering previous work done by other organi-
zations of similar nature or seeking to
work with other organizations doing simi-

129



2003 NGO Sustainability Index

lar work, thus creating a duplication of ef-
fort and a waste of resources.

Training offered to NGOs has progressed
to a great extent, but there still are areas
not adequately covered. There is an in-
creased demand for more advanced train-
ings such as financial management, ac-
counting, board development, volunteer
management, and fundraising. Improved
access to training and information for lo-
cal NGOs in smaller towns has clearly re-
sulted in an improvement in their activi-

PUBLIC IMAGE: 3.9

ties. Trainers, in general, are highly quali-
fied and experienced given the growing
demand. NGOs more frequently present
information to the public about their activi-
ties through the use of bulletins, web
pages or brochures. Cooperation be-
tween NGOs and the business commu-
nity is also on the increase. The cam-
paign on the Shengen visa requirement is
an excellent example of where the busi-
ness sector paid for the first phase of the
campaign, while the idea came from a
civic initiative.

The public image of NGOs is slightly im-
proved compared to last year. The NGO
PUBLIC sector has e_njoyed
IMAGE increased media cov-
erage in print and

2003 3.9 broadcasts primarily
2002 4.0 in terms of informa-
2001 4.5 tion about activities.
2000 5.0 However, further
1999 5.0 analysis and reporting
1998 5.0

about the crucial
problems related to
the sector is almost non-existent. NGOs
are unfortunately usually treated as regu-
lar businesses and must pay a market
price for airing of their public service an-
nouncements and advertisements, par-
ticularly in the national print and electronic
media outlets. The media and advertising
companies tend to not differentiate NGOs
trying to promote civil society and regular
private sector clients. Rather than receiv-
ing a price reduction which could be
treated as an indirect donation by the
media or advertising agencies, NGOs are
charged standard prices for TV advertis-
ing, billboards, flyers, etc. This is often not
the case with the local media, which
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tends to better understand the public ser-
vice aspect of NGO work. The level of ac-
curacy when reporting on the NGO sector
remains unsatisfactory. The main problem
is the distorted picture the media often
presents of NGOs as an easy means for
money laundering or other financial pur-
poses. NGOs carry part of the blame for
this misguided perception because they
are often not sufficiently transparent, ac-
countable and open towards the public.
Organizations tend to be open only with
the donors or their members, ignoring the
importance of building good relations with
the general public. Some organizations
publish annual reports or provide short
descriptions of their activities to the daily
newspapers, but this practice is not wide-
spread. The public has a mixed percep-
tion of NGOs. While there is increased
awareness among the public of what
NGOs do, especially among those who
are directly affected by their work, there is
a continuing need for media and public
relations training for NGOs, and contin-
ued efforts to educate the public about
how the work of NGOs benefit society.
Self-regulation among NGOs is slowly



advancing. There are a number of posi-
tive examples of organizations that have
adopted codes of conduct: Macedonia
without Corruption, the Association of
Journalists of Macedonia, the Union of
Organizations Engaged in the Protection
of Children's Rights, and the groups in-
volved in norms of behavior for the uni-
formed police force. A recently drafted
civic platform that has recently been pro-
posed for Macedonia includes the devel-
opment of NGO self-regulation.

MACEDONIA
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MOLDOVA

2003 Scores for Moldova
Capital:
7.0 - Chisinau
5.3 Polity:
5.0 4.5 Parliamentary
a7 42 41 38 42 democracy
3.0 | Population:
' 4,300,000
GDP per capita
10 (PPP): $2,109
Legal Fin Service Public
Env Viability Prov Image
NGO SUSTAINABILITY: 4.3
Moldova, the second smallest of the local level. Approximately half of the
former Soviet Union states, with a GDP of registered NGOs are currently active. The
only $448 per majority of active NGOs are located in
NGO capita, continues Chisinau, Balti, and other large towns,
SUSTAINABILITY to be among the where they have access to information,
poorest countries training, consulting, and donor resources.
2003 4.3 in Europe. The areas in which indigenous NGOs
gggi 3-2 According to the have proven to be most successful to date
' Ministry of Justice, are: youth, media development,
2000 4.6 : . .
there were environmental protection, economic and
approximately 2880 national and social development, healthcare, and

international non-governmental
organizations registered in Moldova, and
only about 35 percent of which work at the

LEGAL ENVIRONMENT: 3.7

human rights.

The attempts of public authorities to intro-
duce a law conferring exclusive power to
control technical and financial assistance
to the government of Moldova, the limited
impact of the Law on Philanthropy and
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Sponsorship, and the continued absence
of a well-developed mechanism to provide
incentives to NGOs to earn income from
their goods and services contributed to the



decline in the score for the legal environ-
ment dimension from 3.3 to 3.7.

The basic legislation of the Republic of
Moldova that regulates NGO activity
remains the same: The Law on Public As-

LEGAL sociations  (1996),

The Law on Foun-
ENVIRONMENT .
dations (1999), The

2003 3.7 Law on Philanthropy
2002 3.3 and Sponsorship
2001 3.0 (2002) and the Civil
2000 3.0 Code (2003). The

procedures for the
creation and registration of NGOs are
clear, and they are the same for both na-
tional and local NGOs.

In 2003 the Government of Moldova pro-
posed a Draft Law on Grants, Technical
Assistance and Other Financial Aid Pro-
vided to the Republic of Moldova. The goal
of the draft law was to regulate relations
associated with contracting, registration,
distribution and record keeping of grants,
technical assistance and other financial
aid provided in the Republic of Moldova.
According to the draft, all grants and tech-
nical assistance provided had to be coor-
dinated and registered by the government.
Under the proposed law, if a grant was not
properly coordinated and registered, it
would be deemed illegal and subject to
sanctions.

The adoption of such a law would have se-
riously imperilled the flow of financial and

ORGANIZATIONAL CAPACITY: 4.2

MOLDOVA

technical assistance to the Republic of
Moldova, which, in turn, would have seri-
ously impeded the implementation of re-
forms. As a result of strong opposition
from Moldovan NGOs and the interna-
tional donor community, the draft law was
withdrawn by the Government.

The only tax benefit that NGOs in Moldova
enjoy remains the exemption from income
taxes. Other taxes are paid by NGOs at
the same rate as private sector
companies. Access to legal advice from
attorneys familiar with NGO law is limited.
Most such services are provided by the
Center for Non-Commercial Law, a spin-
off of Contact, the National Assistance and
Information Center for NGOs in Moldova.

NGOs may carry out commercial and
economic activities, according to the Law
on Public Associations, though a well
developed mechanism that would
encourage NGOs to earn income from the
provision of goods and services, does not
exist. The Public Benefit Certificate, which
is an official document proving the public
benefit of the given organization and
serving as grounds for total or partial
exemption of certain taxes and state fees,
is not deemed to be effective.

Most Moldovan

CAPACITY reliant on interna-
2003 4.2 tional donors sup-
2002 4.5 port. As a result,
2001 45 the activities of

2000 4.5 most NGOs are
oriented more to-
ward satisfying donor interests than bene-

ficiary needs. Most NGOs place little im-
portance on building local constituencies
for their initiatives. Few beneficiaries are
involved in strategy development, priority
setting, medium-term decision making,
and participation in Board decisions. Most
NGOs have a mission statement, but it is
mostly regarded as something artificial
and is seldom revised. Only a few major
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NGOs practice strategic planning in their
decision making processes. Most NGOs
do not have the knowledge or capacity to
undertake strategic plans.

In most NGOs, there is no clear difference
between the Board of Directors and the
day-to-day management of the NGO.
There is rarely any specific division of re-
sponsibilities between them. Such deci-
sions, according to the Law on Public As-
sociations, are left to the discretion of indi-
vidual NGOs.

FINANCIAL VIABILITY: 5.3

Most NGOs work on voluntary basis and
can only afford hiring employees in cases
where a grant has been awarded. Over 40
percent of Moldovan NGOs rent office
space; about 20 percent of NGOs do not
have dedicated premises at all, and about
27percent use the property of one of the
members of the organization. All of the
major national NGOs have their own of-
fices, modern basic office equipment and
permanent staff. The modernization of
their office equipment depends primarily
on the availability of grant money.

The financial resources available NGOs
include grants, membership dues, spon-

FINANGIAL sorships, founders’
VIABILITY cont_rlbutlons, fees _from

services provided,
2003 5.3 state allowances and
2002 5.2 income from entrepre-
2001 5.3 neurial activity. Grants
2000 5.5 continue to account for

the largest part of the
funding. Service fees, state allowances,
and earnings from economic activity are
still very limited. Local philanthropic giving
capacity is limited due to poor economic
growth, a lack of traditions of charitable
giving and social responsibility in the
business sector, and a lack of real tax in-
centives private companies. Local gov-
ernments are weak and do not have suffi-
cient discretionary resources to provide
financial support to civil society initiatives.

About 10 percent of public associations
publish annual reports that include finan-
cial statements. These are primarily the
major national and regional NGOs in
Moldova. The remainder of the sector has
neither the funds nor the capacities to un-
dertake that the publication of an annual
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report. Very few NGOs have independent
financial audits, primarily because of the
high cost of such a procedure.

In Moldova, NGOs prepare their financial
reports according to the requirements set
for commercial organizations. Specific
and specialized non-profit financial
accounting and management standards
are not in yet place, though some
organizations, including the Association of
Professional Accountants and Auditors,
and independent accountants are working
on the development of such standards.

Very few NGOs are able to diversify their
funding. Raising funds at the community
level requires substantial effort and
provides little prospect for a comparable
return. Most NGOs prefer to write project
proposals and submit them for funding to
different foreign donors.

Currently about 14 percent of NGOs have
contracts with public authorities for ser-
vices or activities. In this regard the Minis-
try of Ecology, Constructions and Terri-
tory Development of Moldova serve as a
good example. It allocates approximately



$15,380 in grants to NGOs every year for
the implementation of projects related to
environmental protection. However, there
is generally no clear policy on behalf of
the central or local governments regard-

ADVOCACY: 4.1

MOLDOVA

ing contracting with NGOs for special ser-
vices. Lack of funding, distrust and an
underestimation of NGO capabilities
seem to be the explanation to why part-
nerships are not a regular phenomenon.

NGOs in Moldova are beginning to realize
importance of building

ADVOCACY alliances and coali-
tions for the promotion

2003 4.1 of their initiatives,
2002 4.2 ideas, and image; and
2001 4.2 for influencing deci-
2000 5.0 sion making proc-

esses in government.
Most of NGOs active in the social field
have established alliances, for example
the Alliance for Child and Family Protec-
tion, the Alliance of NGOs for HIV/AIDS
prevention, Forum of Women’s NGOs in
Moldova, the National Youth Council etc.

There are examples of good cooperation
between NGOs and the central or local
government of Moldova. “Youth for the
right to live”, a well-known NGO in the field
of HIV/AIDS prevention has been actively
involved in partnership with the Ministry of
Health of Moldova in the development and
monitoring of the National Strategy on
HIV/AIDs Prevention. The NGO “European
Youth Exchange — Moldova” participated
with the Youth and Sports Department and
other stakeholders, in the development of
the National Strategy for Youth. The World
Bank selected The Forum of Women's
NGOs as facilitator in the participative
component in the development of the
Economic Growth and Poverty Reduction
Strategy Paper of the Government of
Moldova. The ecological society “Biotica”,
a leading NGO in environmental protec-
tion, is cooperating with the Ministry of

Ecology, Constructions and Territory De-
velopment of Moldova in the project, Bio-
diversity Conservation in the Lower Dni-
ester Delta Ecosystem, with additional
support from the Global Environment Fa-
cility and the World Bank. The National
Center for Child Abuse Prevention, to-
gether with the Chisinau Municipal De-
partment for Child Rights protection and
UNICEF, opened the Center of Psycho-
Social Assistance for Children and Fami-
lies “Amicul”.

The majority of the projects in which civil
society and government work together are
initiated, facilitated and funded by
international donors. These efforts have
proven most successful when public
officials engage NGOs in solving societal
problems and when there is the active
participation of a foreign donor. It is more
difficult to reach and influence public
authorities when NGOs are acting without
donor support.

NGOs have not been very successful in
lobbying public interest legislation. The
government and the Parliament are reluc-
tant to listen to NGOs and their initiatives.
For example when the Parliament of
Moldova was examining the new Draft
Law on Charity and Sponsorship, which in
many ways was a re-writing of the old law,
the civil society sector formed a strong
coalition and suggested that the draft con-
tain more freedoms and facility for those
willing to participate in sponsorship or
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philanthropic activities. Despite a well or-
ganized campaign to stop the adoption of
the law in its originally proposed form, the
effort was unsuccessful. The draft law was

SERVICE PROVISION: 4.5

passed as proposed, and its current provi-
sions do not effectively motivate or en-
courage private sector entities to engage
in philanthropic or sponsorship work.

Moldovan NGOs offer a wide variety of
services in different fields, including envi-
ronmental protection, education, human
rights, healthcare, economic development
etc. Overall the NGO *“product line” can

be considered di-

SERVICE verse, though more
PROVISION action is required in

such areas as migra-
2003 4.5 tion and unemploy-
2002 4.4 ment, since the ser-
2001 4.5 vices provided are not
2000 5.0 very well developed

and most are widely
dispersed. The product line of NGOs is
still heavily influenced by donor/funders,
and not by beneficiaries or constituents.

INFRASTRUCTURE: 3.8

However, those NGOs that specialize in a
specific field are still able to focus their
work on a concrete group of beneficiaries.
Examples of such NGOs include the In-
dependent Journalism Center, the Center
for Non-Commercial Law, GenderDoc-M,
and UniAgroProtect. A small number of
Moldovan NGOs, including the Center for
Non-Commercial Law, the Association of
Independent Press, and the Association
of Professional Accountants and Auditors
offer fee-based services. Most NGOs that
offer services, however, offer them free of
charge, because very few clients are ca-
pable of paying for services at their cost
of delivery.

NGOs in Moldova have access to a large
network of NGO resource centers that
offer a broad spectrum of training,
information, consulting, and technical

assistance

INFRASTRUCTURE | Services. The
Assaociation for

2003 3.8 Participatory
2002 3.8 Democracy
2001 3.8 “ADEPT” provides
2000 4.0 assistance to

NGOs and initiative
groups in areas such as legal framework,
acquiring public benefit status,
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partnerships between NGOs and public
administration, fundraising, human
resource management, strategic planning,
etc. Contact Center has a well-established
network of NGO resource centers
throughout Moldova that assist NGOs
operating in different areas of civil society.
The resource center CREDO provides
training and consulting to strengthen
institutional and organizational capacities
of human rights NGOs in Moldova. The
Independent Journalism Center (1JC)
focuses its activity on elaborating special
programs and  developing training
materials, informational and technical



resources, and specialized consulting
targeted at independent media
organizations, professional journalists,
journalism lecturers, as well as students.
There are also other resource centers that
work with NGOs in environment, youth,
and education.

There are no community foundations or
local funding institutions in Moldova.
However, a group of local NGOs have
started to re-grant money from
international donors and programs. Among
these are Contact and its grant program
for community development, the National
Center for Child Abuse Prevention with a
grant program encouraging the
establishment of partnerships between the
local government and NGOs, and the non-
governmental organization for youth and
children “Mostenitorii” with its grant
program for the development of young
people’s  entrepreneurial  skills and
vocational abilities.

In 2003 NGO representatives from across
Moldova met at the 4™ National Forum of
NGOs to discuss issues of common impor-

PUBLIC IMAGE: 4.2

MOLDOVA

tance. One of the major issues tackled at
the forum was the absence of political will,
on the part of the present central leader-
ship, to cooperate with civil society, the
distrust the current government has with
respect to the NGO-sector, and the at-
tempts of the government to create a sub-
stitute civil society (GONGs, or govern-
mental NGOs), that enjoy facilities from
the state, are often led by public officials,
and whose role seems to be largely to
convince the international community that
the current government’s policies have the
support of civil society.

Most NGOs are willing and able to collabo-
rate with local institutions including local
public administration, mass media and the
church. As for cooperation with the private
sector, the main reasons for the its rarity
are imperfect legislation, lack of coopera-
tion traditions, insufficient knowledge as to
how to cooperate with NGOs, absence of
efficient communication, limited financial
capabilities of private companies, and a
lack of knowledge about NGO'’s activities.

Generally NGOs enjoy positive media
coverage, both at the local and national
level. Usually, independent media pro-
vides positive analysis of the role of NGOs
and civil society. However the distinction
between public service announcements

PUBLIC IMAGE and  commercial
advertising is al-

2003 4.2 most absent, and
2002 4.2 the prices charged
2001 4.3 by media are the
2000 5.0 same in both

cases. Since
broadcast time is costly, NGOs find it very
difficult to promote themselves and their
work.

The public has a slightly better perception
of NGOs nowadays, though many ordinary
citizens still do not know exactly what an
NGO does. Moldovan NGOs need to
develop their ability to engage in public
debate with citizens, and in organizing
public awareness campaigns. Though
NGOs generally cooperate with the media,
only the elite NGOs can afford public
relations. Even fewer NGOs have a clearly
defined PR strategy. They lack both the
resources and skills necessary for the
establishment and promotion of public
relations.

A major issue regarding transparency in
the operation of NGOs, is the copyright
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problem. According to the Center for Non-
Commercial Law, this problem exists not
because there is no proper legal mecha-
nism to regulate it, but because NGOs of-
ten do not know how to protect or advo-
cate for their authorship rights. The 3" Na-
tional NGO Forum drafted an Ethics Code,
and individual NGOs were to decide
whether to adopt it or not. The participants
at the 4™ National NGO Forum pleaded for
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the improvement and promotion of the
Ethics Code of the non-profit sector.

Many NGOs, especially local ones, have
difficulty in drafting annual reports. This is
again related to a lack of funds for this
purpose, and a lack of writing and analysis
skills. Only the most experienced and well
funded NGOs are able to publish annual
reports.
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NGO SUSTAINABILITY: 4.6

Montenegro’'s Index score improved
slightly over the
NGO last year,

indicating that
2003 saw few
2003 4.5 improvements in
2002 4.6 the sustainability
2001 4.7 of the NGO
2000 4.6 sector. The trend
1999 4.6 in 2003 can be

partially explained
by the fact that donor funding for NGOs in
Montenegro declined and assistance in
general is moving away from humanitarian
aid to more long-term development assis-
tance. Many donors increasingly demand
a higher level of accountability and organ-
izational strength from their local NGO
counterparts. The year represented, there-
fore, the beginning of a difficult transition
for NGOs.

SUSTAINABILITY

Despite the increased number and variety
of training and technical assistance offered
to Montenegrin NGOs by programs such

as the USAID/ORT Montenegro Advocacy
Program and other programs, NGOs find it
difficult to adopt and understand the need
for internationally recognized best practice
models of NGO management. Although an
increased number of NGOs established
Boards of Directors, it may be years until
the new governance structures are truly
followed and respected. NGOs still dem-
onstrate a particular weakness and lack of
capacity in the area of financial manage-
ment.

The NGO sector continues to be donor
and project driven, although there have
been a very small number of NGOs that
succeeded in diversifying their funding
sources, through state-funded NGO grants
programs and/or direct service-provision
contracts with the Government of Monte-
negro.

The picture is not entirely negative, how-

ever. The USAID-funded Montenegro Ad-
vocacy Program, administered through
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American ORT, provides training and
technical assistance to NGOs that specifi-
cally focuses on strengthening the gov-
ernance structure of NGOs, introducing
strategic planning tools, and assisting
NGOs to constitute Boards of Directors.
The program has also established regional
NGO resource centers in three different
geo-political regions of Montenegro, thus
allowing NGOs in regions outside of
Podgorica to access communication and
technical services, as well as advocacy
and training resources.

Notably, there have also been several
cases where NGOs successfully advo-
cated for legislative changes at both the
Republic and municipal level in 2003. One
NGO, for example, proposed changes to
the Law on Higher Education to allow for
equal access for disabled students to
higher education facilities, and these
changes were incorporated into the final
Law. The Law on Higher Education was
subsequently adopted, thus securing for

LEGAL ENVIRONMENT: 3.7

disabled students legal provisions that pro-
tect their rights to gain equal access to
higher education. In another success
story, a women’s protection NGO drafted
and proposed a set of guidelines for police
officers on how to deal with domestic
abuse cases, which the Ministry of Interior
has committed to incorporating into the
draft Law on Police. The Akcija NGO Net-
work continued to secure meaningful NGO
participation in Montenegro’s reform proc-
ess, through several wide-scale, national
public information and mobilization cam-
paigns. Akcija NGOs cooperated closely
with the Montenegrin Government on
many of these campaigns, including the
highly successful Farewell to Arms initia-
tive, which resulted in over 2,000 citizens
turning in 34,000 pieces of illegal weap-
onry and ammunition to the police, and
also a 10 point increase in public trust in
the police forces. Therefore, in 2003, it can
be said that there was a significant in-
crease in the quality of NGO-Government
dialogue on reforms.

The NGO Law continues to provide simple
registration procedures and allows NGOs
LEGAL to operate freely

ENVIRONMENT with no govern-
ment threat of

2003 3.4 dissolution for
2002 3.7 political or
2001 3.7 arbitrary
2000 3.5 reasons. The
1999 3.5 Government

does not sys-
tematically harass NGOs. However, there
continues to be a lack of understanding
among government authorities, particularly
at the local level, regarding the role of the
NGO sector.
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The NGO Law does not contain precise
and easily understandable guidelines for
forming an NGO organizational structure
that includes a board of directors, man-
agement-staff relations with the board, and
resolution of conflict of interest issues ac-
cording to international standards.

There remains a scarcity of lawyers spe-
cialized in NGO Law and capable of offer-
ing pertinent legal advice to NGOs, as
there is no incentive for lawyers to special-
ize in NGO-related legal issues. The few
lawyers that do specialize in NGO Law are
located primarily in Podgorica and only
rarely in the secondary cities.



NGOs can earn income from the provision
of goods and services, and receive tax ex-
emptions on grants and profits less than
$4,000. However, the introduction of VAT
in 2003 meant that prices for goods and
services have risen, and since NGOs are
not exempt from paying VAT, this can im-
pact negatively on project-related costs.
There are still no tax incentives for poten-
tial individual or corporate donors to give
grants to NGOs.

The Procurement Law allows for any legal
entity, including NGOs, to compete for

ORGANIZATIONAL CAPACITY: 4.8

MONTENEGRO

government contracts and procurements
at both the local and central levels. One
positive change in 2003 was the imple-
mentation of the Constitutional Court’s de-
cision to move the state grant-making
function from the government to a commit-
tee in the Parliament. The parliamentary
committee awards grants to NGOs using
earmarked funds from the state budget. All
regulations, information, and guidelines for
these grants are posted in a timely and
transparent manner on the Parliament
website, thus accessible to all NGOs.

It remains rare for NGOs to have a clearly
defined mission to which they adhere, nor
do many NGOs incorporate strategic plan-
ning techniques in their decision-making
process.

While still uncommon, a few NGOs are
beginning to build constituencies for their
initiatives. NGOs typically still do not have
a clearly defined management structure,
including a recognized division of respon-
sibilities between the Board of Directors
and staff members. In the few NGOs
where internal management structures ex-
ist, they exist only as a formality and do
not serve to improve the organizational
capacity of the NGOs.

Only a small number of NGOs have a
permanent paid staff. Volunteer recruit-
ment is dependent on specific project re-

guirements. Volunteers normally receive
symbolic compensation in the form of
travel costs, per diems, and meals. Signifi-
cant improvements need to be made in the
recruitment and involvement of volunteers
within the sector.

Few NGOs have resources that allow for
modernized basic office equipment, such
as relatively new computers and software,
functional fax machines, and Internet ac-
cess. In 2003, through USAD funded Mon-
tenegro Advocacy Program, three regional
advocacy centers were supported in sec-
ondary cities in order to allow NGOs ac-
cess to communication facilities (Internet,
fax, photocopying), as well as access to
advocacy resources (information, training,
advisement) which could improve NGOs’
communication and constituency outreach
capabilities.
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FINANCIAL VIABILITY: 5.5

The process of allocating state and mu-
nicipal grants funding to NGOs has im-
proved measurably in the past year, with

the adoption and im-
F\}:\}\%’]ISITA\I(_ plementation, by the

government, of clear
2003 5.5 regulations and
2002 5.5 transparent applica-
2001 5.5 tion guidelines. Fur-
2000 5.5 thermore, the grant-
1999 5.5 making committees

either contain NGO
representation on the evaluation board or
work closely with NGOs to obtain their in-
put. The contracting, reporting, and moni-
toring requirements still need to be devel-
oped, although accurate reporting has

ADVOCACY: 4.7

been introduced as a precondition for re-
peat grants funding.

In terms of other funding resources,
NGOs in Montenegro typically continue to
be dependent on one or a small number
of international donors, which provides
them with only short-term financial viabil-
ity. As foreign donors will not remain in
Montenegro forever, NGOs need to de-
velop the skills and abilities to solicit fund-
ing from other sources. This will require
training in community and constituency
building, fundraising techniques, and fi-
nancial management.

In 2003, there were a few notable cases of

successful NGO advo-

ADVOCACY | cacy and lobbying initia-
tives. For example, a

2003 4.7 disability rights NGO
2002 4.7 succeeded in getting
2001 45 the government to in-
2000 3.5 clude several key provi-
1999 3.5 sions in the draft Higher

Education Law pertain-
ing to better access to higher education for
disabled students. Women’s rights NGO
wrote guidelines to regulate the Ministry of
Internal Affairs’ conduct in investigating
and processing domestic violence cases.
An elections monitoring NGO drafted and
proposed two key pieces of political party
reform legislation directly to parliament,
and collected nearly 13,000 signatures
from citizens to do so. Another NGO se-
cured the participation of a hereto-
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excluded sector of the population, persons
with disabilities, in the World Bank PRSP
process.

However, successful advocacy and lobby-
ing initiatives, such as above, still tend to
be isolated efforts in Montenegro. NGOs
generally do not coordinate with each
other, or join forces, to achieve an advo-
cacy goal. The only large-scale, coordi-
nated reform initiatives and campaigns in
Montenegro are those that are completely
donor driven, such as the Akcija “Reforms
for a Healthy Society” Program. NGO
members of the Akcija NGO Network
organized and collaborated on several
large-scale reform initiatives, such as the
Farewell to Arms campaign, pension re-
form, Ombudsman, and political party
legislation.



SERVICE PROVISION: 4.2

MONTENEGRO

Provision of services to constituents
and/or government, with the exception of
disability membership

SERVICE organizations, is still
PROVISION | an  under-developed

concept in Montene-
2882 j:g gro._Some cases of
2001 4.0 service provision, al-
2000 4.5 beit rare and isolated,
1999 4.5 do exist however. For

example, in 2003,

two different women’s rights NGOs pro-
vided issue-based training to police offi-
cers, following requests by the Ministry of
Internal Affairs. Another NGO, a journalist
association, was asked by the govern-
ment to provide specific media monitoring
services for the government. The national
media working group, mentioned in this
section in 2002, continued in 2003 to

INFRASTRUCTURE: 4.6

work with the government on implement-
ing key portions of the new media laws.

In comparison to 2002, 2003 saw a
marked increase in awareness among
NGOs of unexploited potential in the area
of providing services to government and
the private business sector. In particular,
the reluctance of the donor community to
fund service provision initiatives in the
fields of social welfare and education has
opened up a potentially rich source of en-
gagement for Montenegrin NGOs. Ser-
vice-providing NGOs that had been
funded through humanitarian funds from
international donors have ceased to op-
erate, since this type of donor funding has
dried up and the NGO programs no
longer sustainable.

While the range

INFRASTRUCTURE and quantity of
2003 4.6 basic training op-
2002 4.6 portunities  avail-
2001 5.0 able to NGOs is
2000 5.0 generally good
1999 5.0 and even exceed-

PUBLIC IMAGE: 4.8

ing local demand, NGO interest in train-
ings is judged to be significantly low. On
the other hand, specialized training and
resource materials can attract only a small
portion of the NGO market, and are diffi-
cult to access for NGO representatives
with poor English language skills.

The media now dedicates significant time
to the work of NGOs, but the resulting
presentations in the media tend to reflect a
lack of presentation skills and/or profes-
sionalism on the part of the NGOs. NGOs’

communications with the media and the
general public are basic in nature and can
often result in inaccurate reporting.
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Although open to co-
PUBLIC operation with the
IMAGE NGO sector, the me-
2003 4.8 dia still |§leS the in-
depth/investigative

2002 4.8 h .
2001 5.0 rep_ortlng skills and
2000 5.0 policies that would re-
1999 5.0 sult in enhancing the
public perception of

NGOs and the NGO sector as a source of
alternative opinions and/or in-depth data
analysis.

The good news is that organizations exist
that can help address this shortcoming.
For example, the Montenegro Media Insti-
tute (MMI), an NGO dedicated to improv-
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ing the professional skills of journalists and
other media experts, has been working in
cooperation with the Danish School of
Journalism and soon with the University of
Montenegro’s Faculty of Law, on develop-
ing a multi-year accredited degree in jour-
nalism that among other things will hope-
fully ensure greater public perception of
the NGO sector in the years ahead. MMI,
in the meantime, organized 22 courses in
2003 in which 164 journalists participated,
ranging from court room reporting to inves-
tigative reporting skills, to producing and
editing stories utilizing state of the art radio
and television digital technology.
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NGO SUSTAINABILITY: 2.1

Poland has a vibrant NGO sector with ap-
proximately 41,000 registered organiza-
NGO tions, of which

SUSTAINABILITY | 36,000 are asso-
ciations and the

2003 2.1 remainder founda-
2002 2.2 tions. Approxi-
2001 2.1 mately two-thirds of
iggg gi these are consid-
1998 2:0 ered active. One in

five organizations
is located in Warsaw, though many of
these work at the national level. The third
sector is still relatively young, with 25 per-
cent of NGOs less than three years old
and 90 percent having been established
since 1989. It is estimated that the NGO
sector accounts for 1.2 percent of non-
agricultural employment in Poland, al-
though roughly half of all NGOs do not
have any permanent employees.

NGOs are active both in providing services
to their members or clients and in advocat-
ing on behalf of their constituents. The
largest proportion of NGOs is involved in
the areas of sports and recreation, health
care, social service, education and culture.

Many Polish NGOs remain financially de-
pendent on grant support from various do-
nors. While funding from American private
and public donors is decreasing, EU fund-
ing is on the rise. Many NGOs are devel-
oping other sources of support, particularly
by forming relationships with local gov-
ernment and introducing mechanisms of
remuneration for their services. The Law
on Public Benefit Organizations and Vol-
unteer Work, which was finally passed in
May, 2003, provides a better framework
for co-operation between NGOs and the
public sector, including access to public
funding. It also introduces a mechanism
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under which taxpayers can dedicate 1
percent of their personal income tax to

LEGAL ENVIRONMENT: 2.0

public benefit organizations.

The most significant development of the
past year, was the passing of the Law on
Public Benefit Organizations and Volun-
teer Work after

LEGAL seven years of
ENVIRONMENT preparation. The Act
2003 2.0 include_s several
2002 2.1 regulations concern-
2001 2.0 ing the relationship
2000 2.0 between NGOs and
1999 2.0 public administrative
1998 2.0 bodies. Under the

law, local govern-
ments are obliged to create co-operation
programs, and establish joint governmen-
tal-non-governmental Boards of Public
Benefit Activity. The Act ensures that in-
terested organizations can apply for public
benefit organization status. Organizations
granted this status receive certain advan-
tages, such as access to funds which tax-
payers designate from their taxes (up to 1
percent) to the organizations of their
choice. This system will be officially intro-
duced in 2005. However, this financial op-
portunity accompanies several additional
responsibilities, including a transparent
management structure, the obligatory
presentation of annual reports, and other
requirements. The Act also regulates the
standing of volunteers working for NGOs.
It is presently too early for definitive as-
sessment of the Act, since this will largely
depend on the way the Act is will be im-
plemented.

Later in 2003, in view of budgetary difficul-
ties, the Ministry of Finance presented
several proposals aimed at eliminating
many of the tax allowances in the taxation
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system. Several of the tax allowances that
are important for NGO activity were also
endangered. An extensive campaign on
the part of the NGOs, including an open
letter signed by some 1000 organizations,
resulted in the retention of the existing and
more advantageous income tax exemption
for grants and subsidies. Unfortunately,
the sum of donations deductible from a
person’s taxable income was reduced
from the previous percentage arrangement
of 10-15 percent of income, to a fixed
amount of 350 zt.

Despite the tax law changes mentioned
above, it should be stressed that in Poland
the freedom of association and the right to
establish civil society organizations is con-
stitutionally guaranteed and frequently ex-
ercised. The obstacles to creating NGOs
are mainly bureaucratic, a problem that
does not apply solely to NGOs, and which
more likely stems from the general over-
regulation of organizational activities, to-
gether with the poor functional efficiency of
public administration and the registry
courts. A research study, carried out by
Klon/Jawor Association on a representa-
tive sample of NGOs, shows that as much
as 35 percent complain about difficulties
related to the functioning of registry courts.
Presumably, some explanation for this lies
in the fact that during the past three years
all NGOs had to re-register with the newly
established National Court Register.

In general, the extent of government su-
pervision is not much of a burden and au-
dits are performed quite rarely. When au-
dits are performed, they can be difficult,



and some NGOs point out that auditors
from NIK (the Polish Supreme Audit Insti-
tution) often abuse their powers and in-
clude in the scope of the audit not only the
way public resources are spent, but all the
activities of an organization.

Freedom of opinion on public matters is
legally guaranteed to NGOs. They often
take advantage of their legal right to ex-
press criticism of public authorities, but
this often appears to have limited effect. It
should be also noted that many local
NGOs are vitally dependent on local gov-
ernment decisions to grant subsidies or
provide public work space. As a conse-
quence, NGOs are often entangled in a
silent network of dependencies that makes
it hard for them to remain independent in
their opinions. This could give rise to ob-
jectivity challenges in relations with public
bodies. A stronger NGO sector brought
about by alliances which can speak for
groups of NGOs would place them in a
safer position to defend their interests.

The NGO sector lacks a sufficient legal
capacity or corps of lawyers skilled at ne-

ORGANIZATIONAL CAPACITY: 2.2
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gotiating NGO matters. For many NGOs
the substantial cost of legal services is a
barrier to legal support. NGO assistance
organizations, giving cheap or even free
legal advice and information, should be an
answer to that problem, but they cannot
engage in individual cases. NGOs rarely
use legal recourse such as litigation to ob-
tain interpretation of the law, since legal
proceedings are expensive and lengthy.

The Polish taxation system is still one of
the most advantageous in Europe for
NGOs. There are tax incentives for do-
nors, and until this year, a tax exemption
covered grants of up to 15 percent of in-
come. The recent measures that limit tax
advantages for NGOs is a significant set-
back for NGOs, and displays a lack of
thoughtful long-term policy on the part of
the government.

While significant issues remain, the Polish

ORGANIZATIONAL NGO sector
CAPACITY maintains a sglld
level of capacity.
2003 2.2
2002 2.2 Only a few Pol-
2001 2.0 ish NGOs have
2000 2.0 effectively  built
1999 2.0 their  member-
1998 2.0 ship, and many

NGOs are un-
able to build constituencies, and NGOs
that achieve financial stability and inde-
pendence based on member contributions
are rare. The result of this lack of material
self-sufficiency creates a weakness in the
ability of NGOs to act as effective watch-

dogs for civil society. Recent research
shows a systematic decline in citizen
membership in organizations, climbing to
50 percent over the last twelve years. A
general unwillingness to become involved
in mass membership organizations and for
collective action is, at least in part, a leg-
acy of communism and compulsory collec-
tivism.

A disturbing phenomenon is that for many
NGOs the basic strategy is that of subsis-
tence. While this shows proof of their abil-
ity to adapt and function in a rapidly
changing environment, it also may
threaten their integrity and distract them
from their primary social missions. The

147



2003 NGO Sustainability Index

problem will gain importance after Polish
accession to the European Union, when
financial resources from  European
sources become available. These are
comparatively large amounts, far exceed-
ing sums previously available for Polish
NGOs. It continues to be a great challenge
for the NGO sector to match up the capa-
bilities of NGOs in terms of planning, pro-
cedures, financial management, and effec-
tiveness in achieving measurable results,
with the expectations of donors with these
resources. The NGOs frequently partici-
pate and have an impact in defining pro-
grams supported by these funds via com-
mittee, and they continue to gain skills in
preparing professional proposals for re-
source competitions. Polish NGOs also
have a permanent delegation, the Polish
NGO Representative Office, in Brussels.

Volunteer activity is flourishing in Poland.
In the last year, the percentage of Poles
that volunteered with NGOs rose from 11
percent to 17 percent, and half of the
NGOs declare volunteer participation in

FINANCIAL VIABILITY: 2.8

their activities. Volunteer participation re-
mains informal, with only a few organiza-
tions that request volunteers to sign any
form of agreement or list of obligations to
be met by both parties. The new Law on
Public Benefit Organizations and on Vol-
unteer Work regulates volunteer work for
NGOs, but for the time being it is not clear
how the relationships between NGOs and
volunteers will be affected.

In general, the level of NGOs’ technical
equipment is also improving. Most of the
organizations have access to computers,
and one-third has access to the Internet
from their offices. Organizations have
shown a greater willingness to use Internet
resources, as reported by an increase dur-
ing 2003 in the average daily number of
visitors to the non-governmental organiza-
tion portal www.ngo.pl, usually between
6,000 and 10,000 visits.

NGOs, particularly small ones with limited
budgets, often use funds from local

FINANCIAL sources. Under the
Law on Public Benefit

VIABILITY .
Organizations and
2003 2.8 Volunteer Work, local
2002 2.8 government IS re-
2001 2.5 quired to prepare and
2000 2.5 implement co-
1999 2.5 operation  programs.
1998 2.0 This means that at the

basic level of local
administration, i.e. in communities, there
will be over 2,500 programs in place. But
acceptance of these programs by local
governments itself does not ensure good
co-operation in practice. There remains a
need for hard work aimed at building
genuine partnerships, and many efforts
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have already been initiated. In the ab-
sence of systematic and clear legal
arrangements, access to local government
resources often depends on acquaintan-
ces, particular interests, or political com-
mitments. This implies that transparency
remains an issue, and that NGOs lack the
unity to prevent such practices. During
2003 provisions requiring the announce-
ment of competitions for public funds in
the government’s Public Information Bulle-
tin, went into force, but so far, only a few
agencies have used this to promote im-
provement in transparency.

The budgets of NGOs are becoming more
diversified, but some financing sources
(e.g. payments for the services provided)
are not sufficiently exploited. This is mainly


http://www.ngo.pl/

due to problems and complications in
starting and maintaining economic activi-
ties. As the new Law on Public Benefit Or-
ganizations and Volunteer Work takes ef-
fect, organizations that slowly introduce
paid services may improve their financial
position. The Act provides for so-called
often of poor quality, and the use of exter-
nal audits is rare. These shortcomings
have caused serious internal problems for
some NGOs.

It is worth noting that the increasing ten-
dency on the part of foreign sponsors, in

ADVOCACY: 1.9
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“paid non-profit activity” that is not treated
as traditional economic activity.

Many NGOs face challenges in financial
management, but are unable to pay for
professional advisory services. As a con-
sequence, NGO financial statements are
particular American sponsors, to phase
out of Poland is being alleviated by the
presence of the Polish-American Freedom
Foundation and by the Trust for Civil Soci-
ety which has recently initiated activity.
The situation may change dramatically
should structural funds become available.

During the last year in Poland we have
seen the emergence of several dozen
“social dialogue institutions.” The creation
of these bodies may be

ADVOCACY | 3 sign of the results
from lobbying by
20031.9 NGOs, but may also
2002 2.2 .
2001 2.0 be a result of require-
2000 2.0 ments imposed by
1999 2.5 European Union. Aside
1998 2.0 from these events,
NGO representatives

were often invited to participate in various
consultative bodies, (e.g. the Forum for
Non-Governmental Initiatives Association
was a formal government partner in pre-
paring the National Development Pro-
gram to highlight the position of NGOs).
The high demand for NGO sector exper-
tise has revealed the shortage of organi-
zations specializing in advocacy and pub-
lic policy debate. However, improvement
is expected since NGOs have often
formed alliances for particular objectives,
or leveraged resources between organi-
zations from different regions. The need

to support the common interests of the
non-governmental sector is becoming
more evident, as the wide diversity of or-
ganizations in the sector recognize com-
mon problems (e.g. taxation issues) that
require concerted action. The perceived
necessity for collaboration to support the
interests of the sector is one of the rea-
sons behind the controversial decision,
well-debated in among NGOs, to create
and register the National Federation of
Non-Governmental Organizations.

At the same time, there has been a visible
improvement in the ability of NGOs to
conduct popular campaigns on particular
issues. A recent example, the campaign
“Children Protected by Law”, led to sig-
nificant changes to the way children are
heard before courts. Campaigns and lob-
bying activities by issue organizations in
ecology, human rights, gender equity, and
disabled persons also occurred more fre-
quently.
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NGOs in Poland provide a wide portfolio of
services. As the sector grows, the need to
improve the quality of these services be-
comes more evident. Organizations too
often are not aware of the demand for their
services. Because they rarely charge fees
for their services, they do not sufficiently
analyze client needs, and often do not
even record services provided. This has
limited their ability to respond to changes
SERVICE in demand or draw
PROVISION conclusions from data
collected on the quality
2003 2.0 of  their  products.

2002 2.1 However, recent public
2001 2.0 opinion research indi-
2000 2.0 cated that 58 percent
1999 2.0

of Poles say that ser-
vices are provided
more effectively by NGOs than by public
administration. This relatively favourable
opinion for NGOs may be more the result
of poor public opinion on the effectiveness
of public administration activities. An opin-
ion poll reporting that 39 percent of Poles
thought that NGOs are poorly organized
and unprofessional may possibly confirm
that conclusion. Another disturbing re-
sponse reported that 53 percent of Poles
felt that NGOs play no important role in
solving serious social problems in the
country.

Self-critical opinions from members of
NGOs assessing the real extent and qual-

INFRASTRUCTURE: 1.9

ity of NGO activity has been heard more
often. This may change with the availabil-
ity of resources from structural funds that
could enable a rapid expansion in the
scope and geographical outreach of ser-
vices. At the same time, the availability of
these funds is strictly dependent on meet-
ing demanding quality standards. A con-
tributing factor may also be provisions
within the new Law on Public Benefit Or-
ganizations and Volunteer Work, which in-
troduces competitive mechanisms in the
field of public services provision. If they
wish to, NGOs may take part in competi-
tions for subsidies or contract services, in-
cluding services that are currently solely
provided by government. Keeping in mind
the need to rationalize public expenditures
and to reduce the size of government,
there is a chance for greater participation
by NGOs. The transfer of many services to
be provided by NGOs will likely have a
cost-saving effect but, more importantly, it
should be accompanied by an improve-
ment in the strength of the sector. The
Law on Public Benefit Organizations and
Volunteer Work also provides for multi-
year contracts with NGOs that allows them
to develop, test, and improve quality pro-
grams. These opportunities, however, may
only positively affect those organizations
that conduct publicly delivered services
and apply for public support.

The available infrastructure for Polish
NGOs is well developed; though organiza-
tions located in more remote areas lack
sufficient access to information, training
courses, and other helpful resources.
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Communication between the few existing
NGO support organizations and their net-
works has been gradually improving, and
new information channels have opened.
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Management of these NGO community
structures has also visibly improved, and
efforts have been

INFRASTRUCTURE | taken to set out a
consistent  policy
2003 1.9 on NGO activity
gggi ;-g standards.  The
' new portal for

2000 2.0
NGOs

1999 2.0
(www.ngo.pl)  of-

fers an extensive
set of tools for information exchange and
organizational improvement. The main

PUBLIC IMAGE: 2.2

problem of NGO infrastructure improve-
ment organizations is their dependency on
sponsors, most of which are foreign do-
nors. There is still no general consensus
on charging fees for information delivery.

There are a few good examples of NGO
cooperation with business and govern-
ment, but these remain exceptional. New
requirements regarding the use of struc-
tural funds may bring about improvement
in this.

Opinions given by non-governmental or-
ganizations are cited with greater fre-
quency in public debates. These are
mainly opinions from think tanks, which
the average listener seldom associates as
representatives of

PUBLIC the non-
IMAGE governmental sector.
Over time there have

2003 2.3 been more programs
2002 2.3 and articles in mass
2001 2.0 media outlets that re-
020 |lme o non
' governmental activi-

ties. At the same time, however, there is
(especially in national-level media) a
negative trend emerging: on the one
hand, the media frequently presents rep-
resentatives or opinions from a small
group of well-known NGOs that have a
positive image, and on the other hand,
other NGOs are seemingly presented in
connection with frauds and misconduct.
Local media have shown to be more
committed to focus on NGOs activities
than their national counterparts.

Thanks to the mass media, non-
governmental organizations have gener-
ally raised their public profiles, but a clear
understanding and awareness among the
general population still remains quite low.
Steps taken by NGOs to acquaint wider
audiences with the details of their activi-
ties through local communities and mass
media representatives are insufficient.
Preparations are under way among some
NGOs to develop a framework for coop-
eration with mass media, but the effect
this may have is yet unclear.

Self-regulation =~ mechanisms  among
NGOs are also far from satisfying. An ef-
fort several years ago to establish a char-
ter of rules has failed to be implemented
across the sector. Only the leading or-
ganizations have internal ethical codes
and/or publish annual reports. This self-
regulation need may reduce with the im-
plementation of the provisions within the
Law on Public Benefit Organizations and
Volunteer Work. Under the new law, or-
ganizations applying for the public benefit
status are required to publish annual re-
ports on their activities.

152



2003 NGO Sustainability Index

ROMANIA

2003 Scores for Romania
Capital:
707 Bucharest
Polity:
=0 Presidential-
o 4.3 P parliamentary
: 3.8 3.8 36 : democracy
3.1 _
30 | - Population:
22,400,000
GDP per capita
1.0 ‘ ‘ (PPP): $6,423
Legal Env Org Fin Advocacy Service Infra- Public
Capacity  Viability Prov structure Image
NGO SUSTAINABILITY: 3.8
The overall rating for the Romanian NGO remains low. Only 7 percent of

NGO sector declined
SUSTAINABILITY | Slightly iin 200,
due primarily to

2003 3.8 modifications in
2002 3.7 the legislation
2001 4.0 regarding
2000 4.1 registration and
1999 4.1 operation of
1998 3.8 NGOs, which the
non-profit sector

views as restrictive and unfavorable.

Grants from foreign donors continue to be
the major source of funding for NGOs.
Organizations are not making enough
visible efforts to achieve financial
sustainability or to promote their
programs and their public image.

Less than 1 percent of Romanian

employees work in the nonprofit sector.
The membership base of NGOs also
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Romanians are members of an NGO,
compared to 41 percent who belong to
condominium associations or 36 percent
to labor unions. Nevertheless, a network
of volunteer centers has spurred
volunteerism, and coalitions have become
both stronger and more widespread.

According to data provided by the Ministry
of Public Finance, 17,373 NGOs
submitted an annual balance sheet for
2002, although approximately 10,000 of
these are inactive. Most of the active
organizations are found in Transylvania
(47.7 percent), followed by Southern
Romania (29.9 percent) and Moldova
(16.7 percent). 5.3 percent are based in
Bucharest and its surroundings. The
approximately 7,000 active organizations
offer a wide array of services in the
following areas: 20 percent social



services, 25 percent culture and sports,
15 percent education, 8 percent health, 8
percent human rights, 6 percent
development, 5 percent business, 5

LEGAL ENVIRONMENT: 4.0

ROMANIA

percent environment, with the rest active
in philanthropy, international cooperation,
and religion.

Having anticipated legislation that would
improve the environment for NGO crea-
tion, registration, and operations, NGOs
LEGAL were disappointed

ENVIRONMENT | when a new ordi-
nance actually took

2003 4.0 the NGO move-
2002 3.0 ment a step back-
2001 3.0 wards. Ordinance
2000 3.0 37/2003 includes
1999 3.5

provisions such as
one requiring the
Ministry responsible
for overseeing activities related to the
proposed mission of an NGO to authorize
the NGO'’s registration, which is consid-
ered a restriction of rights guaranteed un-
der the Romanian constitution. The new
ordinance also makes it more difficult to
obtain “public utility” status and restricts
NGOs’ access to budgetary resources
from local and central government funds
for activities that are recognized as being
in the “public interest.” On the positive
side, the ordinance clarifies terms such as
“public utility”, “general interest”, and
“community interest”; recognizes the fed-
erations’ right to receive public utility
status; and mandates all relevant minis-

1998 3.5

ORGANIZATIONAL CAPACITY: 3.8

tries to establish selection criteria for
granting such status. So far, only the Min-
istry of Labor, Social Security and Family,
the Ministry of Health, and the Ministry of
Culture have established such criteria.

Other laws and ordinances adopted in
2003 also negatively affect the opera-
tional environment for NGOs. The new
Labor Code increases the bureaucratic
burden related to labor contracts. The
Law on political party financing allows po-
litical parties to receive financial support
from NGOs. This provision creates an in-
centive for the establishment of sham
NGOs whose sole purpose is to absorb
funds for political activities.

It is anticipated that in 2004 the situation
could deteriorate even more, as a new
ordinance on social services will come
into force on January 1st. This ordinance
imposes additional restrictions on the reg-
istration and operation of NGOs, increas-
ing the bureaucracy and governmental
control over the nonprofit sector without
establishing clear and transparent proce-
dures.

Most NGO activities are still donor-driven.
Although they remain unskilled at building
local constituencies, Romanian NGOs are
improving relationships with local authori-
ties. For example, with funding from the

EU, a number of Citizens Advice Bureaus
have been established as partnerships
between local authorities and NGOs, pro-
viding legal counsel to citizens on various
issues.
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Professional and business associations
have increased their membership and
have developed strategic approaches to
serve their members’ interests. However,
strategic planning remains a weakness

for most NGOs.

ORGANIZATIONAL Although more
CAPACITY organizations
have a clear
2003 3.8 and well-defined
2002 4.0 mission than in
2001 4.5 the past, many
2000 5.0 still do not
1999 4.0 -
1998 3.5 clearly distin-
guish among

mission, goals,
and objectives. The few organizations
that engage in any form of strategic plan-
ning appear to do so in order to follow
conditions set by donors. It is a positive
trend, however, that many NGOs have
come to realize that grants from donors
and the ability to raise funds from busi-
nesses will depend on a clear statement
of goals and objectives, along with strate-
gic plans to implement these goals.
NGOs also know that they cannot diver-
sify their funding sources without the
equivalent of a sound business plan.

FINANCIAL VIABILITY: 4.3

Human resource capacity is a serious
problem. NGO personnel are generally
not well trained, especially in manage-
ment, and many NGOs operate with very
small staffs, usually just three or four
people. Members, in general, need to be-
come more involved in the operations of
NGOs. Volunteers pick up some of the
slack and there appears to be an increas-
ing trend toward volunteerism. There are
thirteen volunteer centers in cities around
the country, linked in an informal network.
These centers provide a range of services
to persons who wish to be volunteers and
to organizations seeking volunteers.

The boards of directors for most NGOs
perform a range of functions from policy
and planning to routine administrative du-
ties. The role of boards remains unclear,
with many involved in routine day-to-day
actions that detract from their leadership
function.

NGOs in Romania receive funding from a
variety of sources, in-

FINANCIAL
VIABILITY cluding grants, dona-
tions, sponsorships,
2003 4.3 subscription fees,
2002 4.5 government subsi-
2001 4.5 dies, and commercial
2000 5.5 activities. Grants are
ggg 2(5) the principal resource
) for most NGOs, but

membership fees and income generating
programs are growing in importance and
now account for 17.9 percent and 18
percent, respectively, of total revenues. It
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should be noted, however, that most of
the income-generating activities are im-
plemented by chambers of commerce
and private universities, which are regis-
tered as NGOs. Other examples of com-
mercial activities include consultancy ser-
vices, training, feasibility and marketing
studies, and the sale of products made by
NGO beneficiaries (e.g. bread baked by
teenagers or wood products carved by
disabled persons; the funds from sales
help sustain the centers where the teen-
agers or disabled people are being taken
care of).



The 2003 Civil Society Development
Foundation survey, Need and Trends of
the Nonprofit Sector, revealed a highly
positive correlation between fundraising
and good communication and interaction
with stakeholders. The more stakeholders
are included, and the more they under-
stand and become an integral part of
NGO efforts, the more likely they are to
make financial contributions. According to
Ministry of Finance data, sponsorships
and donations accounted for 34.4 percent
of NGO income in 2002.

NGOs have demonstrated that, when
provided with the right incentives, they
can attract businesses to invest in social
services. Child welfare NGOs, motivated
by the requirement to establish partner-
ships with local businesses in order to ac-
cess USAID funding, have enlisted the fi-
nancial and in-kind support of local firms
to develop life skills and vocational train-
ing for youth graduating from residential
state institutions. This support amounts to

ADVOCACY: 3.8

ROMANIA

over $900,000 and represents almost 50
percent of the overall cost of the pro-
grams. Nevertheless, this remains an iso-
lated example. Most NGOs still find it dif-
ficult to involve private businesses in their
activities, thereby missing a valuable op-
portunity to enhance program effective-
ness, the financial viability of their pro-
grams, and sustainability.

In the long run, it is clear that Romanian
NGOs must improve their fundraising ca-
pabilities and reduce their reliance on
grants. With only 18 percent using com-
mercial means to raise funds, there is cer-
tainly room for improvement. In addition,
NGOs need to be more proactive in iden-
tifying areas where private companies
can contribute to programs, either through
contributions to NGOs or by becoming
partners in the implementation of pro-
grams. Most donors believe that NGOs
are not doing enough in the area of fee-
for-services or commercial activities, so
sustainability remains an important con-
cern.

NGOs engaged in more advocacy cam-
paigns in 2003 than in the previous year
and more coalitions were formed. Advo-
cacy topics included domestic violence,
child protection, anti-corruption, environ-
ment, constitutional revisions, and politi-
cal party activities. These advocacy ef-
forts, however, were not always success-
ful.

ADVOCACY At the central gov-
2003 3.8 ernment Ievel, each
2002 4.0 Ministry has set up an
2001 4.5 office to interact with
2000 3.5 NGOs, through con-
1999 4.0 sulting with and in-
1998 3.5 forming NGOs about

governmental programs and activities.
However, not all the offices are effectively
fulfilling their role. Some of the most ac-
tive offices operate within the Ministries of
Labor, Social Security and Family; De-
fense; Education; European Integration;
and Culture. At the local level, liaison of-
ficers deal with NGOs. NGOs generally
feel that interaction is better at the local
level and that their opinions and sugges-
tions are listened to and taken seriously,
although there are localities where the re-
lationship with local authorities remains
weak. At the national level, NGOs are
rarely invited to participate in the formula-
tion and discussion of new legislation or
policies. There is very limited access to
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the legislature, which inhibits the contribu-
tion of NGOs to the development of public

policy.

More than 150 NGOs advocated against
provisions in the draft Law on political
party financing allowing political parties to
receive financial support from NGOs. Un-
fortunately, regardless of their letters of
protest to the parliament, the presidency,
the media, and international donors,
those provisions remained in the final
version of the law. Similarly unsuccessful
were the efforts of civil society to include
stronger provisions regarding conflict of
interest and asset disclosure in the new
anti-corruption law. The government con-
sulted with civil society hastily and very
late in the drafting process. The law was
adopted using the legislative mechanism
of a vote of confidence, which further re-
stricted possibilities for consultation.

On the positive side, a coalition of six

SERVICE PROVISION: 3.1

NGOs closely monitored the drafting of a
new law on the establishment of political
parties, and influenced the outcome to
reduce the number of required members
for registration of a new party. Another
positive example was the coalition of
NGOs and trade unions that created a
human chain around the parliament build-
ing, successfully protesting government
attempts to block public access to the
files kept by the former secret police (Se-
curitate).

NGOs also advocated against Ordinance
37/2003, mentioned above, although it is
too early to tell whether these efforts will
have any effect. Five NGO representa-
tives were invited to participate in the Ju-
ridical Committee’s debate on the regula-
tion; however, this debate had not taken
place as of the time of writing.

The provision of social
SERVICE services is the most
PROVISION common of all NGO
2003 3.1 activities in Romania.
2002 3.1 The government has
2001 3.5 recognized the value
2000 4.0 of this activity and,
1999 4.0 during 2001-2002,

funded child welfare

NGOs to implement National Interest
Programs in the amount of $6 million.
Such programs closed some of the worst
institutions (camine-spital) for disabled
children, trained child welfare staff, and
developed services for street children.
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While Romanian NGOs are improving
their service delivery capacities, many still
depend on grant funding, and there is an
incentive to adjust their programs to meet
grant opportunities rather than identified
needs. Most NGOs lack the resources
and expertise to broaden their constituen-
cies and are hampered by the prevailing
attitude that services should be free of
charge. This limits the number and quality
of services provided and impairs the fi-
nancial viability of many NGOs. It is im-
perative that NGOs recognize the impor-
tance of charging fees for the services
they provide as a means to deliver more
services in a sustainable way.



INFRASTRUCTURE: 3.6
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The number of support organizations and
NGO resource centers is roughly the
same as last
INFRASTRUCTURE year. Centers in

Suceava, Valcea,

2008 38 Constanta, Cluj,
2002 3.6 ,
2001 4.0 and Calara_13|
2000 4.0 were set up with
1999 4.0 support from

Centras, a Bu-
charest-based NGO; and donor-funded
centers in Satu Mare, Timis, and Tulcea
continue to operate. These Intermediary
Support Organizations offer a wide range
of services, such as information, training,
and technical assistance. In the future,
the outreach capacity and the sustainabil-
ity of these centers will require attention.

Romania has a core group of professional
NGO trainers capable of imparting knowl-
edge and skills on a variety of topics rele-
vant to NGOs. Training materials are
widely available, but are mostly located in
Bucharest and other cities. There are few
local organizations offering courses. The

PUBLIC IMAGE: 4.0

expertise and quality of training by the or-
ganizations offering courses at the local
level varies widely. Fees collected by
these organizations do not cover their
costs, so sustainability is an issue. Part-
nerships, especially with the private sec-
tor, bring additional expertise to bear on
specific areas of common interest, but
they are mostly limited to the larger cities.
NGOs must realize that developing these
partnerships is an effective way to in-
crease resources and provide expertise
not readily available in the NGO commu-
nity.

In many cases, the infrastructure is sup-
ported through specific grant pro-
grams.USAID-funded programs in child
welfare, local governance, family services
and others have training and technical
assistance components to help develop
and improve the capacities of NGOs in
those sectors.

The media does not

ThL/f,E(L;IE provide extensive

coverage of NGO
2003 4.0 events and activities.
2002 3.8 There were numerous

2001 4.0 events in the past

2000 3.5 year that could have
1999 4.0 received coverage in
1998 4.0 the mass media, but

NGOs were unable to
generate any interest. Even the social
campaigns which were covered by TV
and radio were not broadcast in a way
that let people know of the involvement of
NGOs. Thus, even though people may
have supported these campaigns and

been aware of the issues, they did not
make the connection between the cam-
paigns and the work of NGOs. In general,
the NGO community does not do a good
job of promoting their programs or their
image.

The public holds NGOs in higher esteem
than other institutions or organizations. A
2002 survey found that 46 percent of
Romanians believed that NGOs do good
things for the country, while 24 percent
believed that they do not. Corresponding
attitudes were 43 percent-32 percent for
unions and 41 percent-48 percent for
public authorities.
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Although much remains to be done, gov-
ernment perception seems to be chang-
ing for the better, with several declara-
tions issued from the government touting
NGOs as viable social partners as well as
the availability of funding and implemen-
tation of social programs through NGOs.
Unfortunately, the passage of restrictive
legislation, as discussed earlier, contra-
dicts these declarations. Miscommunica-
tion between NGOs and the business
sector regarding how their mutual areas
of interest should be dealt with in future
legislation regulating lobbying activities is
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also a serious impediment to the effec-
tiveness of NGO/business partnerships.

Much of the responsibility for developing
a good public image rests with the NGOs
themselves. They need to be more proac-
tive and forthcoming in identifying areas
of common interests with private compa-
nies and government units, and to ad-
dress these interests by developing part-
nerships with a wide range of organiza-
tions. NGOs also need to understand the
importance of good standards, transpar-
ency, ethics, and accountability.
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NGO SUSTAINABILITY: 4.4

Public space for civil society organizations
in Russia contracted in 2003. The Civic

Forum (2001) did

NGO not realize its po-
SUSTAINABILITY tential to be the
2003 4.4 "positive turning
2002 4.0 point” in the rela-
2001 4.3 tionship  between
2000 4.3 NGOs and federal
1999 4.1 structures. Al-
1998 3.4 though leaders in
the NGO commu-

nity struggled to keep the opportunity alive,
they were unable to make significant
headway in strengthening the viability of
the Third Sector. Despite the lack of over-
all sector progress, a few specific organi-
zations made inroads. Local governance
and economic think tanks were invited by
the government of Russia to provide input
on national issues. Regional NGOs
pressed for dialogue on social problems
with municipal govern

ments, and won some municipal services
contracts. Russian trainers were recog-
nized for their development expertise, and
their consultation was sought out by Rus-
sian and international organizations. Nev-
ertheless, it would seem that a “managed”
Third Sector may be joining a long list of
other politically managed entities in Russia.

The legal environment remained unusually
confusing, restrictive, and inhospitable.
Legislation did not support the continued
development of NGOs and the third sector,
nor did it advocate for conditions that
would encourage public advocacy initia-
tives. Due to continued lack of meaningful
activity and the emergence of new obsta-
cles, NGO legislation moved beyond
‘stalled’ to what can now only be character-
ized as backsliding. Indicators forecast fur-
ther deterioration in the coming year.
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Local sustainability of NGOs was seriously
undermined with the arrest of a prominent
businessman-philanthropist and the raid
on another’s offices. Earlier indications of
the administration's readiness to pressure
businesses to contribute to preferred pro-
jects and initiatives significantly increased.

Announcements of imminent reduction in
international donor support jeopardized
the long-term sustainability of NGOs work-
ing in sensitive spheres, and will likely cur-
tail the expansion of the sector's overall in-
stitutional capacity. Hardest hit are those
organizations that work in the advocacy
arenas, such as human and civil rights.
Complicated legislation and arbitrarily en-
forced laws regarding earned income, fac-
tually remove the possibility for organiza-
tions to establish a financial base integral
for self-sustainability.

LEGAL ENVIRONMENT: 4.3

The sector fell far short of realizing the
post-civic forum prediction of "leveraging
dialogue into concrete changes." NGOs
were, for the most part, barred from par-
ticipating in defining social policy priorities
and decision-making. The overall decline
of the 2003 NGO sustainability rating is
substantiated by a considerable body of in-
formation from within the NGO sector; by
data derived from public opinion research
and surveys; and by the external evalua-
tions and analytical reports of partners and
leading experts.

The 2002 NGO Sustainability Index de-
scribed legislation as "primitive, out-dated,
and unclear,"
these  conditions
did not improve in
2003. Existing leg-

LEGAL
ENVIRONMENT

2003 4.3 : -

2002 4.0 islation encum-
2001 4.2 bered nonprofits,
2000 4.0 and perpetuated
1999 4.0 inequitable treat-
1998 3.0 ment.  Organiza-

tions reported diffi-
culty registering and complying with legis-
lation; petty harassment from tax authori-
ties, including tax audits that went on for
months; taxation of grants; undue ques-
tioning on their operations and activities
by security organs; and demands to pay
bribes. The ability to generate revenue
tax-fee was severely limited. Corporate
donations were not tax-deductible, and ef-
forts to make them so were met with
strong resistance from the government,
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under the premise that such donations
would only

encourage tax evasion schemes. While
theoretically, it is legal for individuals to
make tax-deductible donations, it is not
always so in reality. The legal environ-
ment does not facilitate or encourage en-
dowments or trusts. There are few local
lawyers specializing in charitable or NGO
law. Although donors encouraged the
NGO community to concentrate its efforts
to pursue resolution of these issues,
NGOs have not achieved any significant
successes in this sphere. There are ex-
amples of cooperation among a select
group of NGOs, but for the most part,
NGOs do not perceive their interests as
being broadly shared by others.

Draft legislation, pending in the Duma for
the past three to four years, was ad-
versely affected: the Law on Lobbying
and the Law on How NGOs Use their As-



sets became obsolete; the requirements
relating to the Law on Volunteers
changed; and the Law on Foundations
stalled. In addition to the obvious nega-
tive effects of the legislation related to
NGO infrastructure languishing for long
periods of time, many advocates lost the
will to pursue passage. Prominent lawyers
in the NGO community, officers in the RF
Ministry of Justice, and members of Duma
committees were nearly unanimous in rat-
ing the legal environment as controversial
and ineffective. Through their inactivity on
this front, federal authorities sent a strong
message to the third sector, and that
message negatively affected their rela-
tionship with civil society organizations.

One initiative that was slowly progressing
is UNDP's, Promoting Improvement and
Development of the Legislative Frame-
work for NGOs and the Third Sector. This
program is a collaborative effort between
UNDP and the Duma Committee for Non-
Government and Religious Organizations.
An independent evaluation of federal leg-
islation was conducted, and the collabora-
tive next proposes to identify priorities for
new legislative initiatives and amend-
ments to current laws. However, following
recent Duma elections, this committee

ORGANIZATIONAL CAPACITY: 4.3
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may become defunct, and future funding
IS uncertain.

At the federal level, there was some rec-
ognition that outsourcing community ser-
vices could offer relief in meeting the bur-
geoning needs of the population. It is un-
clear at this point which approach the
government will take, whether to contract
with NGOs or to create new, 'independent’
state-owned enterprises. Further compli-
cating the question is what affect the new
Law on Local Self-governance, which
contains  provisions  for  creeping
recentralization of government, will have
on the NGO sector.

NGOs in the major urban centers are
aware of the serious implications that the
legislative challenges present for the fu-
ture of the sector. There were efforts, al-
beit uncoordinated, to improve advocacy
campaigns. Local organizations and in-
ternational supporters continued to de-
sign strategies to address issues; how-
ever, it is uncertain if NGOs have the ca-
pacity, sufficient resources, or the stamina
to break through the wall of federal bu-
reaucracy.

The sector did not develop a critical mass
of NGOs with transparent governance or
with a willingness

ORGANIZATIONAL | to  hold them-
CAPACITY selves account-
able to the gen-

2003 4.3 eral public. There
2002 3.9 were a number
2001 4.4 NGOs that dem-
iggg ;1(5) onstrated i_n-
1998 3.0 creased capacity

to govern and or-

ganize their work effectively. Generally
speak-

ing, these were NGOs that were working
with western organizations. These NGOs
benefited from an array of training and in-
formation, and often made remarkable im-
provement while implementing projects
under foreign grants. Nevertheless, it is
estimated that this group comprises only
5-10 percent of all operational NGOs.

One of the leading causes of arrested or-
ganizational development is a phenome-
non referred to as "the one-man show". It
is commonplace for Russian NGOs to be
wholly dependent on the vision, energy,
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and contacts of a single charismatic
leader. With regard to organizational con-
trol, Soviet era attitudes often still prevail.
These organizations rarely develop be-
yond the personal control of their leader.
Even when such an NGO creates a board
of directors, it is generally in response to a
donor requirement. There remains a low-
level of awareness of the applicability or
utilization of organizational norms, such as
boards of directors, by the leaders of Rus-
sian NGOs.

At the local level, the introduction of com-
petitive procurement revealed that the av-
erage NGO did not possess the capacity
for social contracting. Some NGOs indi-
cated a resistance to adjusting their or-
ganization's activity in order to meet the
contractor's needs, and others withdrew if
services were to be monitored from the
outside. Findings of a study conducted by
the Urban Institute indicated that there is

FINANCIAL VIABILITY: 4.9

still a great need for greater education on
organizational development and manage-
ment before NGOs will be ready to com-
pete for contracts, or are competent to ful-
fill the terms and conditions of a municipal
contract.

The sector's organizational growth was
also impeded by the NGOs limited access
to professional services—accountants,
lawyers, fundraisers, and other interlocu-
tors competent to interact with authorities
and donors. NGOs' were unable to pay
market prices for services and training op-
portunities. In an attempt to respond to this
deficit, resource centers, NGO networks,
and community foundations endeavored to
transfer lessons learned through a multi-
tiered fee system.

Previous years’ amendments to the Law
on Charitable Organizations severely re-
stricted the ability of NGOs to generate

FINANCIAL revenue_. In 2003, a
VIABILITY few regional NGQS

were successful in
2003 4.9 winning  municipal
2002 4.4 contracts. Moscow
2001 4.7 business associa-
2000 5.0 tions and think
1999 5.0 tanks consulted with
1998 4.0 the federal govern-

ment on a fee-for-
service basis. Community foundations
grew in number and strength. These or-
ganizations began to adopt procurement
and conflict of interest rules, and to diver-
sify their sources of funding. However,
these advances were limited to the more
progressive regions, and a small number
of particularly well-organized NGOs. The
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majority of Russian NGOs are still effec-
tively excluded from generating revenue
through service fees.

For the majority of NGOs, securing ade-
guate financing became more difficult, and
will likely worsen in the next few years.
NGOs discovered that they were less
competitive than municipal agencies,
which are not subject to VAT, when bid-
ding on contracts. While NGOs are also by
law excluded from paying these taxes,
more often than not, they are forced to
pay. As a result, NGOs found themselves
having to severely underbid in order to win
contracts. NGOs also discovered that they
had new competition for private dona-
tions. The administration frequently pres-
sured businesses to make specified dona-
tions, and thereby reduced the pool of
available resources.



In 2006, when the budget undergoes
greater recentralization, the frequency of
municipal government contracts, consoli-
dated budget initiatives, and local grant
competitions for which NGOs will be able
to compete, will most likely be reduced.
Amendments to the Law on Charitable Or-
ganizations restricted fee-for-service activi-
ties and the establishment of endowments.
Top-quality financial management and leg-
islative advocates are rare, so NGOs must
attempt to navigate these issues on their
own. Today, the majority of NGOs have
less than two-months of operating capital,
live from grant-to-grant, and are dependent
on one or two donors---usually foreign.

It had been expected that the private sec-
tor would emerge as the strongest force to
initiate and/or support social activity. How-
ever, in October, Russian philanthropy
suffered a serious setback when a leading
local businessman-philanthropist was
jailed, and his foundation's assets seized.
Subsequent searches of the foundation's
offices coupled with interrogation and
threatened tax inspections of grant recipi-
ents had a withering effect on philan-
thropy. Since then, many Russian philan-
thropists and private businesses have
turned to 'safer’ or 'recommended’ initia-
tives while others have taken their philan-
thropy underground.

When Russian donors did engage with the
Third Sector, they were less interested in

ADVOCACY: 4.5

RUSSIA

democracy-oriented initiatives. The focus
of their activity was on improving the com-
munities where their businesses are lo-
cated. There was a willingness to fund pro-
jects that improved the quality of life of
employees and their families. Projects that
filled in the gaps in government spending,
such as supporting educational, sports,
and cultural opportunities for youth and
underwriting health initiatives, were pre-
ferred. In rare cases, businesses encour-
aged their employees to volunteer.

The future of Western donor assistance is
less optimistic than it was a year ago.
There were announcements of withdrawal
and phase-down from several key donors.
Groups, whose work is perceived to be
more sensitive, such as human rights, envi-
ronmental protection, and democracy build-
ing activity (such as election observation),
will likely be the most adversely affected.

Traditionally, even the poorest of the poor
have found the means to help one another;
however, the widening gap in the distribu-
tion of wealth in Russia is making private
donation more difficult for the average citi-
zen. The inhospitable legal and regulatory
environment for charitable giving seriously
calls into question the hypothesis that in-
digenous sources of funding will take the
place of western funding in the near future.

The majority of NGOs have not yet be-
come highly effective or sophisticated in
conveying their viewpoint to government
or the general public. There is little in the
way of coalition building based on mutual

interest or need, and what exists generally
is in response to donor initiative. Most or-
ganizations do not know how to undertake
advocacy, or have an understanding of the
concept limited to campaigns. NGOs are
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either uneducated about other forms of
advocacy, or lack the skills to take advan-
tage of them. Con-

ADVOCACY tributing to the prob-
lem is the fact that
2003 4.5 many leaders in the
2002 4.2 NGO sector suffer
2001 4.9 from  the  “great
2000 4.5 leader” syndrome,
1999 3.5 and working in con-
1998 3.0 . .
cert with others is of

little interest to them.
Dedication to a campaign wanes when ini-
tiatives are stalled by bureaucrats, as with
the taxation campaign that ‘drowned’ in
the Ministry of Finance’'s bureaucracy.
Mistrust, passivity, and cynicism has
grown stronger among those who have
been engaged in advocacy for any length
of time.

This past year, some organizations in
Moscow and in other urban centers im-
proved their skills in policy analysis, infor-
mation sharing and networking. NGOs that
focused on business, governance, envi-
ronment, and human rights steadfastly
lobbied the government and the general
public. The government sought the exper-
tise of some of these independent organi-
zations.

Think tanks were staffed with profession-
als, and often had prominent figures in
their leadership and on their advisory
boards. At times, their message reached
the 'ear' of key government’'s decision
makers. Environmental NGOs continue to
draw attention to national issues; unfortu-
nately, that attention could have negative
consequences. Foreign investors were in-
creasingly concerned about repercussions
when supporting environmental NGOs,
and local philanthropists were generally
unwilling to fund them. Unfortunately, the
government's interest and willingness to
discuss critical issues dropped off rapidly if
the topic was political or if it affected reve-
nues. Equally unfortunate was the fact that
these issues were rarely debated in public

164

forums, and thus, the general citizenry re-
mained uninformed.

NGO resource centers, located in the re-
gions, had limited opportunity to advocate
at the federal level, although their nascent
coalition-building efforts met with some
success at the local government level.
NGOs in Tomsk monitored Duma mem-
bers and officials to confirm whether pre-
election promises were met. Six NGOs in
Samara formed a coalition to cooperate
with the government in solving social prob-
lems. However, frequent changes in the
regional administration meant lost rela-
tionships, and the NGOs found them-
selves starting over several times. Re-
gional successes have largely been de-
pendent of personal contacts or individual
personalities. A sociological survey, con-
ducted by the Institute of Systemic Analy-
sis at the Russian Academy of Sciences,
studied NGO participation in the drafting
and implementation of social policy in nine
regions. Findings revealed that NGOs
were, for the most part, barred from par-
ticipating in social policy decisions such as
budgeting for the social sphere, oversight
of program and project implementation,
and from defining social policy priorities.

The average Russian places employment
and housing issues at the top of their list of
concerns. Because citizens are unaware
that many NGOs focus their efforts on im-
proving these day-to-day issues, they feel
little connection to NGOs. Although NGOs
tried to improve the visibility of their efforts,
it was questionable whether NGOs had a
real opportunity and/or the necessary ac-
cess to advocate on behalf of the public. In
Russia, access to forums where dialogue
and decisions take place is closely
guarded. Further complicating the issue is
that NGOs generally have a very narrow
interpretation of advocacy. Efforts are di-
rected solely at promoting their projects or
advancing their philosophy.

NGOs still have serious obstacles and bi-



ases to overcome before they can build
broad-based coalitions that advocate for
mutual interests. Whether or not NGOs
have the capacity to become effective ad-
vocates may be linked to issues beyond

SERVICE PROVISION: 4.0
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their immediate control. Nevertheless,
there are indications that the Third Sector
is beginning to turn its focus toward the
citizenry.

The Russian NGO sector is just beginning
to move into Mid-Transition. A small num-

SERVICE ber of NGOs success-

PROVISION fuIIy_ provided contract
services at the munici-

2003 4.0 pal and federal level.

2002 3.7 The best in-roads were

2001 4.3 in the more progressive

2000 4.5 regions, where for-

1999 4.5 ward-looking  leaders

were more receptive to
change. Unfortunately, the majority of re-
gions were uninterested or unaware of the
potential of this mechanism. A study con-
ducted by the Urban Institute identified six
factors that contributed to local govern-
ments’ reluctance to engage in contracting
for services:

= Local governments thought that
NGOs were too inexperienced to
deal with reporting and taxation re-
qguirements, and lacked necessary
organizational skills, management
capacity, and staff training.

= NGOs were not overly interested in
competing for contracts. They
were unable or unwilling to expand
their operations to handle a larger
or diversified clientele. Local gov-
ernment contracts were competed
annually, and NGOs often had ac-
cess to money with fewer de-
mands.

= Legal systems were weak, and
NGOs found themselves in an infe-
rior position legal disputes with lo-
cal governments.

= Local governments were not en-
tirely convinced that there were
advantages to the ‘new public
management’.

= Local government agencies did not
want to compete with NGOs for
contracts.

= Local governments were not ready
to contract for services.
Source: Raymond J. Struyk, Con-
tracting with NGOs for Social Ser-
vices: Building Civil Society and
Efficient Local Government in Rus-
sia, Urban Institute, September
2003.

There were too few opportunities to win
contracts to provide government services,
and the prospects were even more limited
when it came to fee-for-services. Opportu-
nities were further reduced if NGO ser-
vices were more expensive, were poorly
promoted, or lacked a marketing strategy.
The phenomena of NGO service provision
has rarely been studied or discussed in
Russia. Most observers believe that NGOs
only provide ‘virtual’ services, such as in-
formation dissemination, training, and
consultations. It is important that the sec-
tor generate a broader awareness of their
capacity to provide ‘physical’ services.

At the federal level, there seemed to be an
acknowledgement that the NGO sector
could be an important factor in bridging the
gap in social service provision. It has
been widely held that the results of the
Kozak Commission signaled a reversal of
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the trend towards decentralization. Mu-
nicipal budgets will almost entirely depend
on regional and federal authorities. There
has even been public discussion about
municipal services being provided by a
mega corporation. These changes would
effectively reduce the potential for NGOs
to provide public services. In two years,
there may be more adverse change when

INFRASTRUCTURE: 3.9

the Law on Local Self-Governance (2006)
is implemented. How the new law is im-
plemented over the next few years will de-
termine whether it will promote or discour-
age the contracting of services to NGOs. If
the law is used to reject contracting, there
will be serious sustainability implications
for the NGO sector.

INFRASTRUCTURE | NGO develop-
ment capaC|ty

2003 3.9 improved, but did
2002 3.2 not reach the ro-
2001 3.4 bust stage de-
2000 3.5 scribed in  Mid-
1999 3.5 Transition.  The
number of 1SOs
increased, but it would be an exaggeration
to say that they are active in most major
population centers. Russia has more than
35 cities with a population of 500,000 to
1,000,000. Some networking and coordi-
nation occurred; however, the notion of
‘associating’ remained weak or non-
existent---despite donor initiatives to en-
courage and facilitate this practice. Follow-
ing the second Civic Forum in November
2003, there were hints of a government-
managed Third Sector.

Training capacity has steadily grown
throughout the country. Intertraining, a
Russian association of certified trainers,
was highly sought after to provide local
and international expertise. The Academy
for Educational Development (AED) indi-
cated that a group of local trainers pro-
vided professional services to corporations
on a fee basis. Unfortunately, NGOs were
unable to afford these services without
donor assistance. The Center for NGO
Support (CNGOS), in its third year of a
USAID technical assistance program, pro-
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vided distance learning courses on man-
agement and organizational development
via the Internet. Each year, the number of
applicants from Russia and abroad has in-
creased. Russian trainers and evaluators
are in high demand in the Central Asian
Republics and neighboring CIS countries.
Courses on NGO Management were de-
signed in some regional universities, and
local NGOs assisted with curriculum de-
velopment. In response to donor demand,
USAID/Russia began to strengthen the
capacity of regional organizations to serve
as local grant-makers. Unfortunately in the
NGO sector, there is still a shortage of ex-
pertise in the spheres of accounting, law,
public relations, fundraising, personnel
management, and advocacy.

In 2003, NGOs discovered that they were
not alone in advocating for cooperative
mechanisms. The authorities began using
NGO sector concepts, and arranged train-
ings for officials on NGO theories of coop-
eration. Russian businesses were also
employing these mechanisms. LUKaoil
used competition to award social projects
in Perm, and contracted with Charities Aid
Foundation (CAF) and Institute of Urban
Economics (IUE) to administer these pro-
jects. SUAL Holding regularly signed and
implemented social partnership agree-
ments with the municipal authorities.



Little progress was made in developing an
infrastructure for the Third Sector. Rus-
sians resisted the concept of forming ‘um-
brella organizations’. A long history of mis-
trust often prevents them from believing
that it is possible to come together in a col-
laborative effort without losing their indi-

PUBLIC IMAGE: 4.6

RUSSIA

vidual organizational autonomy. Until this
myth is dispelled, the infrastructure for
sector self-regulation, united sector initia-
tives, and the ability to monitor govern-
ment and business on behalf of the gen-
eral public will not be difficult — if not im-
possible.

In general, the perception of NGOs did not
significantly improve over the past years.
The public, by and large, remains unin-
formed and suspi-

PUBLIC IMAGE cious of NGOs,
and does not be-
2003 4.6 lieve that NGOs
2002 4.4 contribute to their
2001 4.5 overall welfare.
2000 4.5 Conversely, where
1999 5.0 L
1998 4.0 citizens h_a_ve b_e—
come familiar with

NGOs, they mis-
takenly believe that NGOs are now re-
sponsible for provision of certain services
that were (and still are) the obligation of
the government. When certain NGOs did
not provide those services efficiently and
consistently, it diminished the reputation of
the sector as a whole. Many NGOs are
cognizant of the importance of their public
image and continuously work to improve it.
There were nascent efforts to systematize
education and engagement of the public,
to strive for organizational transparency,
and to seek out opportunities for media
coverage.

Philanthropists and businesses were will-
ing to contribute to NGOs provided they
were not controversial, and their mission
satisfied a personal interest. Giving was
done silently, as less recognition meant
less attention. ‘Edgy’ NGOs, such as hu-
man rights and environmental groups,
were avoided by almost everyone.

The NGOs’ relationship with the govern-
ment was a paradox. On the one hand, lo-
cal NGOs were effective partners and ad-
visors to municipal government; prominent
NGOs served as advisors on federal
commissions; economic think tanks pro-
vided substantive input on draft legislation;
and President Vladimir Putin hosted two
civic forums where NGOs and government
discussed the future of the sector. On the
other hand, municipal governments arbi-
trarily implemented, enforced, and inter-
preted the Laws of Charitable Organiza-
tions; commissioners had trouble working
within the precepts of the democratic
process and issued ultimatums to advi-
sors; governmental pledges from the first
civic forum never materialized; and the
second forum did not even make a pre-
tense of being anything more than a ‘man-
aged’ democratic event. Many believe that
the Administration fully understands the
potential of the Third Sector, and desires
to control this resource. One day, a strong
Third Sector may exist in Russia, but the
form might not be consistent with the prin-
cipals of a free and open civil society.

Utilizing the media sector to improve im-
age was difficult for NGOs, and they found
it hard to access or influence the media.
National broadcast media is entirely gov-
ernment owned, and was generally unin-
terested in the activities of NGOs. Re-
gional media outlets were sometimes
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more open to covering NGO events, but
most are also owned or controlled by local
government structures, corporate entities,
or oligarchs. Thus, decisions about
whether to cover NGO activity were often
influenced by factors other than newswor-
thiness or public interest. NGOs still have
a long way to go before they are proficient
at luring media to cover their actions.
Many still maintain an air of ‘entitlement’
with regard to media coverage, and this
does not advance their position or image.
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Adding to the public’s confusion was the
growing interest that business and gov-
ernment took in the nonprofit sector. Some
observers estimate that as many as half of
Russia’s NGOs are of government crea-
tion. Business, not to be left out, deter-
mined that contracting for services would
be a lucrative venture. Government and
business involvement sometimes leads to
increased loss of identity for NGOs and
creates further misunderstanding about
the role of Third Sector organizations.
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NGO SUSTAINABILITY: 4.0

NGOs in Serbia, numbering approximately
3,000 active organizations, remained con-
strained by the lack of a supportive legal
NGO framework  gov-

SUSTAINABILITY | €ming their opera-
tions. A draft Law

2003 4.0 on  Associations
2002 4.1 lingered in Par-
2001 4.1 liament during
2000 4.5 2003. The draft is
1999 5.4 considered favor-
1998 54

able for the sec-
tor, and reflects
changes recommended by key NGOs en-
gaged in this issue, both Serb and interna-
tional. The final version of the law and the
timing of its passage will be influenced by
the composition of Serbia's new parlia-
ment, scheduled to be seated in January
2004 after December 28, 2003 elections.
NGOs actively campaigned to increase
voter turnout for these critical contests,

Serbia’s most significant since Milosevic
was overthrown in 2000.

The third sector reports no lasting impact
on its operations from the State of Emer-
gency declared after the March 12, 2003
assassination of Prime Minister Zoran
Djindjic. During this period, civic freedoms
were curtailed as the government rounded
up suspected organized crime figures be-
lieved responsible for the killing. NGOs
supported the government’s actions and
accepted reductions in their public opera-
tions during the Emergency, but did not
refrain  from criticizing human rights
abuses reported during the crackdown in-
cluding police brutality and lengthy deten-
tion without charge or counsel.

NGOs, like businesses and individuals,

began complying with new tax laws in
Serbia that mandate high employer contri-
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butions for personnel taxes and social
benefits. This is reducing funds available
for programming. NGOs agree that push-
ing for tax incentives and exclusions for
NGOs must be at the top of the agenda
after the Law on Associations passes.

With assistance from USAID and other
donors, NGOs continued to make strides
in advocacy, organizational capacity, pub-
lic image, infrastructure, and service deliv-
ery. Issue-based coalitions on key issues
ranging from police reform to Freedom of

LEGAL ENVIRONMENT: 4.5

Information legislation are becoming more
and more common. The past year wit-
nessed the creation of a new republic-wide
NGO coalition, the Federation of Serbian
NGOs (FENS). While some prominent
NGOs in the sector have not signed on to
FENS, the existence of such a network is
a positive indicator that the sector is grow-
ing and maturing. NGOs are increasingly
engaging in constructive partnerships with
government on issues ranging from ser-
vice delivery at the local level to police re-
form at the republic level.

Serbia still lacks republic-level legislation
governing NGO operations. The Law on
Associations, if adopted in its present form
— which NGOs and international organiza-
tions including the

LEGAL International Center
ENVIRONMENT | for Not-for-Profit

Law helped to shape

2003 4.5 -- by the new par-
2002 4.5 .

liament scheduled to
2001 5.0 .
2000 5.0 be seated in Janu-
1999 6.0 ary 2004, will repre-
1998 5.0 sent an improve-

ment over the pre-
sent unclear, dated, and problematic sets
of laws in effect at the Federal and Repub-
lic levels. It has languished in parliament
together with over seventy other draft laws
as Serbia’s governing coalition disinte-
grated over the course of 2003. Absent
the new law, NGOs continued to register
using the Federal or Republic legislation,
the process unchanged from previous
years. Draft laws on foreign NGOs and lo-
cal private foundations, also reflecting
constructive input form local and interna-
tional NGOs, are also stuck in the queue.
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The sector, together with donors and em-
bassies, applied intensive pressure to en-
sure that the Republic-level government
withdrew a 2002 Law on Donations that
would have been disastrous for the sector,
mandating detailed and unreasonable re-
porting to Government on funding sources
and activities and specifying harsh penal-
ties including stiff fines and jail time for
non-compliance. As a direct result of an
intensive advocacy effort, the draft was
withdrawn and no subsequent Govern-
ment efforts of this kind have surfaced.

NGOs pay income and other taxes, though
they are exempt from profit tax on earned
income up to a certain level. The Law on
Associations, if passed, will not do much
to change the tax picture; tax exemptions
are therefore next on the NGO legal re-
form agenda. NGOs are concerned about
the impact that the expected passage of a
VAT tax will have on their operating budg-
ets, already strained by compliance with
new tax laws mandating high employer
contributions to payroll tax and social
benefits. ICNL has provided comments on
the draft VAT law that if accepted will help
mitigate its impact on the sector.



Several NGOs provide counsel to the sec-
tor on registration issues. Local legal ca-

ORGANIZATIONAL CAPACITY: 3.8

SERBIA

pacity on these issues is well-developed,
and supported by international assistance
in this area provided by ICNL.

There were some improvements in this
area over the past year, at least among

ORGANIZATIONAL more - prominent,
CAPACITY active — NGOs.
Donors including

2003 3.8 USAID and part-
2002 3.9 ner Freedom
2001 4.0 House helped
2000 4.5 support these in-
1999 5.0 cremental gains.
1998 5.0 Freedom House’s
American Volun-

teers for International Development

(AVID) program, for example, increased
attention to and capacity for strategic
planning in key Belgrade-based NGOs.
Volunteer mobilization and utilization im-
proved. Positive developments in this
area include the establishment of local
volunteer development centers by the
Center for the Development of the Non-
Profit Sector. USAID’s Community Revi-

FINANCIAL VIABILITY: 5.4

talization through Democratic Action
(CRDA) program frequently engaged vol-
unteer labor, sometimes directed through
NGOs, in its activities in municipalities
across Serbia. Many NGOs now use mail-
ing lists and databases to positive effect.
Most active NGOs have at least one paid
staff person and use computers and e-
mail. There is, however, great variation in
organizational capacity among Serbia’s
NGOs. Newer or more rural NGOs tend to
be far less advanced than their urban
counterparts. Though NGOs are required
by law to have a Board of Directors, few
NGO boards actually exercise effective
governance. Awareness of the need to
have a well-functioning Board is on the
increase, and training is available on this
subject.

Serbia’'s overall eco-

':\}’I\LAB'\IISI.?J‘ nomic situgtion aff_ect_s

NGOs as it does indi-
2003 5.4 viduals and busi-
2002 5.5 nesses. Prices are
2001 6.0 higher, local giving is
2000 6.0 virtually nonexistent,
1999 6.0 and NGOs increased
1998 6.0 their compliance with

new tax laws mandat-
ing high contributions for employee payroll
taxes, social insurance, and benefits.

These contributions can reach up to 79
percent of an employee’s salary, signifi-
cantly cutting into available program re-
sources. Some NGOs, in part due to ad-
vanced training now available from Civic
Initiatives and other sources, pay greater
attention to diversifying their funding base.
Leading NGOs receive funding from multi-
ple donor sources. A few NGOs engage in
income-generating activities.
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The overall level of donor funding for NGO
activities decreased as the perceived ur-
gency of funding civil society initiatives
lessened three years after the ouster of
Milosevic. Some new sources of funding
are available, however, including the re-
gion-wide Balkan Trust for Democracy,
which combines regional USAID funding
with private foundation and other govern-
ment funding. Corporate and individual
philanthropy is still at very low levels as
the economic situation worsened in the
past year. There are provisions in the tax
laws for small deductions for charitable
corporate giving; however, few companies
know about these provisions or avail
themselves of them. In April 2003, the par-
liament of the Autonomous Province of
Vojvodina enacted a law establishing the
Fund for the Development of the Not-for-
Profit Sector, which will fund regional cen-

ADVOCACY: 3.2

ters that provide pro-bono legal advice to
NGOs and lobby for changes in the cur-
rent legal and fiscal framework for their
operations. ICNL has helped to support
this institution in getting established. This
is the only significant example of govern-
ment-led, local-level philanthropy in Ser-
bia, but it could become a model for other
regions to adopt. ICNL held a conference
to expand awareness of possibilities for
public funding of NGOs, using successful
examples from around the region. Some
Serbian ministries and other government
institutions provide funding to NGOs, but
there is no consistent practice of govern-
ment grant giving, and existing giving is
non-transparent.

NGO advocacy was constrained during
the March—April 2003 State of Emer-

gency, when public

ADVOCACY | gpeech was curtailed.
NGO activism picked

3882 gg up its former pace

2001 3.5 and even acceler-

2000 4.0 ated. However, as

1999 6.0 soon as the ban was

1998 6.0 lifted, the sector re-

ports no lasting im-

pact on its activities. NGOs have, in fact,
scored major advocacy successes in the
past year, including the action described
above to stop the Law on Donations.
NGOs also came together to draft Free-
dom of Information legislation and craft a
federal decree passed in August 2003 on
conscientious objection. They engaged
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proactively with the Ministry of Interior on
police reform; a series of productive pub-
lic discussions with the Ministry on
needed reforms was launched this year.
Cooperation with government on the local
level continues to improve. Some local
governments have set up NGO coordina-
tion offices to increase links with the third
sector and forge partnerships on service
delivery. NGOs are quite engaged in the
political process; for the December 28,
2003 elections, USAID and IRI supported
a group of eight NGOs in get-out-the-vote
campaigns. Serbia has an extremely
strong domestic monitoring NGO, CeSID,
that has, with USAID-funded support via
NDI, continued to increase transparency
and credibility in the elections process
through its monitoring activities.



SERVICE PROVISION: 4.1
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SERVICE NGOS are in_creas-
PROVISION ingly engaged in ser-

vice provision. On
2003 4.1 one of the USAID-
2002 4.2 funded CRDA activi-
2001 3.8 ties, for example,
2000 4.0 NGOs contracted to
1999 4.0 deliver training on

participatory planning
processes. Serbia’s leading think tank,
CLDS, delivered “solution packages” for
government on key reform areas. NGOs
engaged in service delivery in the health

INFRASTRUCTURE: 3.4

sector, working collaboratively with Gov-
ernment. Examples such as these are still
rare, however, and to some degree do-
nor-driven; it is not yet clear whether they
have taken on sufficient momentum to
continue when donor presence de-
creases. It is clear, however, that gov-
ernment on multiple levels is beginning to
see greater value in collaborating with
NGOs to deliver services.

INFRASTRUCTURE | 'Ssue-based  alli-
ances and con-

2003 3.4 structive  partner-
2002 3.4 ships with gov-
2001 3.0 ernment are on
2000 4.0 the rise, and led to
1999 5.0 positive outcomes

over the past year
on issues ranging form the crafting of a
draft law on freedom of information to the
passage of a federal decree on conscien-
tious objection.

NGO Resource Centers:

NGO Resource Centers in Serbia refer to
themselves as NGO Assistance and Sup-
port Centers, and they collectdata on
NGOs active in Serbia, and disseminate
relevant information either in the form of
an electronic newsletter, or in the form of a
printed document. These services consist
of a data-base containing contact informa-
tion and a short description of activities
NGOs dedicate their efforts and resources
to, and some newsletter-type information
on NGO activities. These newsletters

could be of regional or national cover-
age, what greatly impacts the nature and
the contents of the information provided.

The biggest resource center is the Center
for the Development of Not-for-Profit Sec-
tor; their main office is in Belgrade (active
since 1996), and additional seven regional
offices are scattered around the country
(Novi Sad, Sremska Mitrovica, Knjazevac,
Kraljevo, Uzice, Novi Pazar, Leskovac).
Those regional offices were established in
2002, under a grant from the European
Union. In addition to running the most
complete and updated data-base on
NGOs, they occasionally conduct research
on regional experience and, in particular,
research NGO legislation in other transi-
tion countries. The main office in Belgrade
provides pro-bono legal advice to NGOs.

Gradjanske inicijative (Civic Initiatives) are
also active as an NGO resource centre, as
they run a data-base of international
NGOs interested in partnering with local
organizations, provide training (please see
under: training), coordinate an association
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of NGOs (please see under: coalitions),
analyze and lobby for legislative changes
in the domain of NGO operations, and
partnering with the state (please find more
under: intersectoral partnerships).

As of lately, several new NGO resource
centers were established under the fund-
ing of the European Agency for Recon-
struction (EAR). There is an insufficient in-
formation on the criteria applied when
those centers were designed, but a con-
siderable amount of EAR funding
has gone into these new creations. So far,
they have not been active in any other way
but providing assistance to EAR project
management and oversight, and it is ex-
pected that in the future, these centers
would provide help to local NGOs in com-
plying with EAR tender and competition
requirements. These centers are: the
European Movement andthe Experts'
Network (formerly known as G17 Institute);
the OGI (Committee for Civic Education),
based in Nis, Southern Serbia; and the
European Perspectives. The last one is a
Greek NGO which partnered with several
local NGOs, and has it's centre and opera-
tions based in Kragujevac, Central Ser-
bia.

Local Grant-Making Organizations:

Not applicable. The only local grant-
making organizations are local branches
of international NGOs or foundations, such
as, for example, the Fund for an Open So-
ciety, or the Balkan-Trust Fund. In the year
2003, there have not been local funds
available for grant-making, except for the
Vojvodina Fund, previously discussed in
the original write-up.

Coalitions:

Coalition-making among NGOs in Serbia
is issue-related and mostly on an ad-hoc
basis. Among the permanent coalitions,
the largest one is the Federation of NGOs
(FENS), bringing together some 400
NGOs from various parts of Serbia, and
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with a different organizational capacities
and fields of interest. Among the more re-
cent coalitions are the coalition of NGOs
targeting problems of the youth; coalition
of NGOs targeting persons with disabili-
ties; coalition of NGOs working with refu-
gees, and the coalition of NGOs involved
in creation of poverty-reduction mecha-
nisms. The main purpose behind the crea-
tion of these coalitions was grouping of
NGOs in order to target possible new do-
nors, or to respond to requests of donors
requiring mechanisms for coverage of the
entire country.

Training:

The largest training resource for NGO
practitioners remains being the TIM TRI -
education branch of Civic Initiatives. In the
year 2003, mostly with USAID funding,
150 courses were held for the total of
10,000 individuals. These training included
topics such as: strategic planning, financial
management, human resource manage-
ment for NGO, project design, project
management, fund raising, and other train-
ing opportunities dedicated to a more de-
veloped NGO functioning (total of 25 top-
ics).

Benefiting from EAR funding, several
NGOs have become "regional NGO train-
ing centers", but very little information is
available on activities and performances of
those.

Intersectoral partnership:

In the year 2003, Civic Initiatives organ-
ized training events for the employees of
the Serbian Tax Authority, and for the
Customs and Border Control officials of
the State Union of Serbia and Montene-
gro. They trained 109 individuals in provid-
ing a more professional service, develop-
ing a customer-oriented attitude, and im-
proving their managerial skills. Based on
the positive response, additional training is
planned for an additional 95 officers in
2004.



PUBLIC IMAGE: 3.9

SERBIA

NGO leaders and activities were more
prominently featured in the media in
2003, though at least one recent survey
(in a November 2003 issue of Palitika) in-
PusLic | 7 e st has
IMAGE . o .

little familiarity or in-
2003 3.9 deed a negative im-
2002 4.0 age of the third sec-
2001 3.5 tor and its role in
2000 4.0 Serbian society, de-
1999 5.5 spite the very visible
1998 5.0 role  that NGOs
played in the 2000
ouster of Milosevic. More right-leaning,
nationalist parties and citizens identify
NGOs with support for “anti-Serb” activi-
ties such as pushing for extradition of
suspected war criminals to The Hague or
trying them in domestic courts. Govern-
ment officials both use and misuse
prominent NGO leaders and their posi-
tions; when it is expedient to do so, even

far-right parties give lip service to what
they perceive as “politically correct” posi-
tions advanced by NGOs on human
rights. Media have followed suit. TV Pink,
established during the Milosevic era and
still enjoying preferential treatment by
Government, gives more airtime to NGOs
and engages NGO figures on its Board in
an effort to revamp its image both domes-
tically and internationally. Despite this
somewhat cynical use of NGO messages
and positions, the increasing attention
given to NGOs by media and government
is an indication that the sector is an in-
creasingly visible and important partici-
pant in the public discourse. With in-
creased visibility comes a stronger nega-
tive perception of the sector, as NGOs
push dialogue on difficult subjects that the
general public would often rather not ad-
dress. Leading NGOs publish annual re-
ports  and operate  transparently.
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SLOVAKIA

2003 Scores for Slovakia
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NGO SUSTAINABILITY: 2.2

The year 2003 was in many ways an ad-
verse time for
NGOs in Slovakia.
One year after na-

NGO
SUSTAINABILITY

2003 2.2 tional  parliamen-
2002 2.1 tary elections, the
2001 1.9 NGO sector is cer-
2000 1.9 tainly not a strate-
1999 2.1 gic partner to the
1998 2.8

Government. Many
of the Govern-
ment’'s reforms were undertaken without
NGO input, and NGOs themselves were
unable to agree on a united approach to-
ward crucial issues such as tax reform.
Also a number of large, international do-
nors withdrew from Slovakia in 2003. Ma-
jor, long-term supporters such as USAID
and British DFID closed their operations,
causing a substantial reduction in the an-
nual amount of support available to the
Slovak NGO sector.
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Legislation enabling citizens and compa-
nies) to assign 1 percent of their tax liabil-
ity to a specific NGO facilitated the flow of
funds from individuals to the activities of
the NGO sector. After its second year of
implementation, both donors and NGOs
see a number of mechanisms that could
improve the process of giving and sugges-
tions for amending this legislation were
proposed as part of the NGO tax reform.

The Trust for Civil Society in Central and
Eastern Europe distributed $4 million from
2002—-2004 for NGO sustainability, thus
providing important support for projects in
its designated area this year.

The year 2003 also witnessed a step for-
ward for Slovakia into the international do-
nor field. After years of receiving assis-
tance from Western countries, Slovakia
began the creation of its own development
aid program, and the Slovak Government



has actively involved organizations of the
Third Sector in the preparation process.

LEGAL ENVIRONMENT: 2.5

SLOVAKIA

The activities of this aid program will start
next year.

This year was another very important year
with regard to legislation affecting the op-
erations of Slovak NGOs. Although the
numerical score in
this field indicates a
slight improvement
in comparison with

LEGAL
ENVIRONMENT

388:23 gg Iast_year, the per-
2001 2.5 Ceptlon coming
2000 2.5 from NGO repre-
1999 3.5 sentatives is rather
1998 3.5 the contrary.

More than 80 percent of Slovak NGOs are
registered as civic associations, because
the registration of this form of organization
is fairly easy. As there is different legisla-
tion applied for different legal forms (foun-
dations, civic associations, non-investment
funds, etc.), the regulations ruling NGOs
are quite unclear. In general, organizations
are allowed to operate freely, and gov-
ernment has no tools to close down an
NGO without reason. With regard to fi-
nance, the One Percent law was used by
many individuals again this year to support
non-profit organizations, and there are ef-
forts to make the giving process even eas-
ier. What remains to be improved is
clearer legislation regulating income-
generating activities by NGOs.

ORGANIZATIONAL CAPACITY: 2.0

New tax legislation coming into effect on
January 1, 2004 (which is yet to be signed
by the president) works in favor of NGOs.
It makes them eligible to receive 2 percent
of the tax liability of individuals and also
companies. This should already show in
the income for the sector next year, as tax
returns are filed next spring.

The last ten years of the Slovak NGO sec-
tor developed irregularly, as legislation
was passed in different time periods. This
caused a situation in which the legal
framework for the sector is quite diversi-
fied and split into many independent legal
norms. To make the system more clear,
effective, and unified, Slovak NGOs are
initiating new draft legislation for all NGOs.
Preparation of comprehensive legal reform
means that Slovakia is near the front in the
process of NGO legislative reform when
compared to other transitional countries.

A positive trend developed in 2003 as the
number of young lawyers focusing on
NGO issues increased. The growth is so
far seen mostly in the capital, and much
less in the other regions of the country.
Questions about the capacity of NGOs to
pay for legal services come next. There-
fore the sector is challenged to keep law-
yers motivated and working in this sphere.

Slovak NGOs do not actively seek to build
their constituency and membership base,
and do not have mechanisms to involve
these groups in their activities. Such prac-

tices are not yet developed. Even though
some organizations have made efforts to
build regional offices, they do not work
with their constituency. Such a trend is
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also seen in the

ORGANIZATIONAL work of NGOs
CAPACITY that are not bas-
2003 2.0 ing activiti_es on
2002 1.7 constituency

2001 1.5 needs but rather
2000 1.5 on projects and/or

1999 2.0 are donor driven.
1998 3.0 This naturally

creates a gap be-
tween NGOs and society as a whole.

There are a number of very sophisticated
NGOs that do have their goals clearly
stated, do strategic planning annually, and
are governed by unpaid boards of direc-
tors. However, many Slovak NGOs still do
not do strategic planning and do not have
their missions well defined. This conse-
quently creates duplication in many activi-
ties and more unhealthy NGO competition.
Almost all NGOs struggle to pay their em-
ployees.

FINANCIAL VIABILITY: 3.2

There are major differences among NGOs
with regard to technical equipment. Many
NGOs still operate with old and technically
obsolete equipment. But there is also a
number of organizations that have modern
and advanced equipment thanks to grants
received from international donors. In gen-
eral, NGOs still have problems to be tech-
nically up to speed with their partners in
the Western world and operate within
limited possibilities. More expensive items
such as software are often obtained ille-

gally.

Work with volunteers is improving. How-
ever, this is worse than in neighboring
countries. The challenge to involve volun-
teers in NGO activities remains.

FINANCIAL | Ihe general percep-
VIABILITY tion is th_at financial

sustainability of Slo-
2003 3.2 vak NGOs did not im-
2002 3.0 prove at all, but wors-
2001 3.0 ened quite signifi-
2000 3.0 cantly. Local donors
1999 3.0 cannot yet substitute
1998 4.0 for funds that were

coming to the sector
from foreign sources. Most of the foreign
governmental assistance programs closed
their offices this year, since Slovakia, on
its way to European Union membership,
no longer represents a transitional country.
Due to this change, NGOs have difficulties
in carrying out their programs, but even
more difficulties in covering their opera-
tional costs. There is a large gap in NGO
knowledge and capacity to fundraise for
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these expenses, as many organizations do
not have a process for budgeting for op-
erations.

Despite efforts to diversify the NGO fund-
ing base, the available sources are not
sufficient for many of them to be success-
ful. Many organizations are therefore be-
coming more professional at approaching
businesses. These efforts prove to be pay-
ing off, and corporate philanthropy is
slowly becoming an understood concept.
The only frustration is the highly competi-
tive environment that excludes the smaller
NGOs from the game. Financial support
from the state is even less significant. The
number of organizations contracted and/or
financed by the state is trivial.



Only a small number of NGOs raise
money for their services. First, they do not
have the custom of doing so, second, the
legislation is unclear, and lastly the donors
do not support profit-making programs.
This creates confusion on the side of

ADVOCACY: 1.6

SLOVAKIA

NGOs. On one side they are pushed to be
creative in raising funds, and on the other
hand the same donors discourage them
when trying to behave in a “market-wise”
manner.

Advocacy is about

ADVOCACY working  with  public
2003 1.6 opinion, and in this area
2002 1.6 some of the campaigns
2001 1.5 initiated this year were
2000 1.5 successful.  However,
1999 1.5 the important thing is
1998 2.0 the ability of NGOs to
gather around issues

and advocate. What remains to be
achieved is the presentation of the results
of advocacy campaigns towards the pub-
lic. The development needs to be less ad
hoc and more strategic, as well as mature
and able to take responsibility for the out-
comes of advocacy.

Some issues this year, such as the dis-
cussion on the ban on abortions, were
controversial in society and also within the
NGO community. Two NGO coalitions --
one for and one against -- were formed
around this issue. It shows a certain level
of NGO sophistication because it proves
that different NGO groups can work and
advocate for their own constituency. An-
other issue that NGOs tried to influence
was tax reform. However there is no con-
ceptual strategy in approaching this reform

and it is quite unfortunate that the NGO
community could not unite on this.

Advocacy does exist and is quite success-
ful on the local and regional levels. It is
fair to say that such campaigns are gener-
ally more successful than national ones.
Local activists have better chances of
connecting with citizens and thereafter re-
ceive more support. This is especially true
about advocacy regarding environmental
issues. It is also fair to say that many
NGOs do not know about the influence
they have and the impact they could
make.

The concept and mechanisms of lobbying
exist within the sector. However, work with
MPs is not systematic. NGOs should not
think about political affiliation of MPs, but
about the issue they are lobbying and ad-
vocating for. In an environment where de-
cision-makers change every four years, it
is short-sighted to only work with a se-
lected group. NGOs have to have a long-
term strategy in order to be able to per-
form successful lobbying for their constitu-
ency.
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SERVICE PROVISION: 2.2

The range of goods and services provided
by NGOs is quite broad and diversified,
although there are gaps to be filled. In or-

der to be successful,

PEICE)T/\IQ?(EN I\!GOS have to go out-
side the sector and

2003 2.2 provide their services
2002 2.2 to the wider commu-
2001 2.0 nity. The ability of
2000 2.0 NGOs to react to the
1999 2.0 needs of community

and their constituency
is low. However in comparison with the
state sector, NGOs are still more up-to-
date, as they can better register the needs
of the society in which they work.

There is a number of concerns for NGO
service provision. NGOs often provide
services that cannot be sold. They are not
entrepreneurial enough; they have prob-
lems formulating a business strategy (as
this field is quite new and not so common
among the Sector); refuse to merge or
even cooperate on a business idea with a
partner organization, even if that means
better chances for the idea being pursued;
and their presentation mechanisms are not
sufficient. NGOs do not have knowledge
about market needs, do not promote their
goods/services, and have a problem

INFRASTRUCTURE: 1.9

charging for them. Of course there are or-
ganizations that do provide services and
charge fees, though there are not many of
them. The field is not equal for NGOs and
the business sector to compete for the
market. Fiscal decentralization and a clear
legal framework are missing.

The government does recognize, to some
extent (and most probably due to pressure
from international organizations) the value
added of services provided by NGOs, es-
pecially in the social sphere. However,
NGOs have to push themselves into the
attention of government and their negotia-
tion position is thereafter no longer on a
partner level.

On the other hand, NGOs do not do a
good job publicizing their activities. There
is definitely a communication deficit
among NGOs, government, and service
recipients. The situation is slightly different
in the regions. On the local level, munici-
palities appreciate and often support ser-
vice-providing NGOs with in-kind contribu-
tions.

Intermediary support organizations and
umbrella organizations are not really ca-
pable of servic-
INFRASTRUCTURE ing the Sector

anymore. The

gggg 13 situation is
2001 1.5 fsé'ghﬂy 2gfr?/r_§2t
2000 1.5 o ice-
1999 1.5 providing and re-

source organiza-
tions. With the ever-changing legislative,
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financial, etc. rules that apply to NGO
work, there is a market for these types of
organizations. However, there seems to
be a dilemma about charging fees for ser-
vices. Service providers do not know
where is the fine line between providing
services for free for those that can not af-
ford them and charging fees.

After 14 years of existence of the inde-
pendent NGO sector in Slovakia, there is



still a need for grant-making organizations.
It may seem quite ironic that many grant-
ing (re-granting) organizations have prob-
lems with their own financial sustainability,
as well.

NGOs are able to create coalitions and
where they are, these sometimes seem to
be pointless as the exchange of informa-
tion between them is very low. Many or-
ganizations are afraid to share their
knowledge with their partners because of
the unhealthy competitive environment
within the sector. On the other hand,
NGOs formed within interest platforms
seem to be working. A good example is
the NGDOs Platform that was established

PUBLIC IMAGE: 2.0

SLOVAKIA

this year to assist Slovakia in its new role
as a donor country.

In general, there are basic NGO trainings
available around the country. More spe-
cialized trainings might only be limited to
the capital of Bratislava. The question to-
day is not that of training being available,
but about the quality of training. If an NGO
wants to have a thorough strategic plan-
ning session, it needs to be able to pay a
quality facilitator, and that is not always
possible. So though the access to training
is easy, to also obtain quality, an NGO has
to be financially sound.

Compared with last year, the NGOs’ public

image  deteriorated.
Tﬁié‘g This might be the re-

sult of a number of
2003 2.0 NGO  pre-election
2002 1.8 campaigns that were
2001 1.5 perceived by the pub-
2000 1.5 lic as untransparent.
1999 1.0 Because some NGOs

were willing to pay
market prices in the past for their advertis-
ing, NGOs trying to work with the media
on special NGO rates are in very tough
position.

There was a lack of coverage about the
day-to-day work of NGOs. Media tend to
favor scandals and sensational topics.
More space should be reserved for NGO
activities and more news, not only those
scandalizing the sector or those that can
afford to purchase media reporting. With
the amount and range of activities done by
NGOs, the image among the public should
be improving, not the reverse. However,
NGOs are not skilled enough to sell their

success stories, or able to negotiate with
the media.

This was the first year when NGOs re-
ceived money thanks to the One Percent
law. Most NGOs did not publicize the use
of this money and such practice is unac-
ceptable for the public. Strategies have to
be developed for informing citizens sys-
tematically. NGOs should know whom and
how to inform. There is a great amount of
work remaining for the NGOs to work on
their presentation skills and publicizing
their results to the public. Again, local and
community NGOs do not see this part of
their work as an issue.

There are campaigns that people trust and
believe and perceive very positively and
NGOs that do good services are also ca-
pable of doing good presentation of their
activities towards the public. There is the
“Hour for Children” or the “Daffodil Day”
campaigns that raise great support for
their causes, also thanks to their work with
the media.
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It is very positive that there are NGOs in
the Sector today that can act as represen-
tatives towards the business sector and
negotiate with businesses. Businesses are
changing their perception about the NGO
sector being unprofessional and hard to
read thanks to the work being done on this
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relationship. NGO campaigns like Man-
ager Role Model of the Year, and Via
Bona Slovakia helped the positive shift.

NGOs in general demonstrate transpar-
ency of their operations — they are regu-
lated by government and monitored by
donors.
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NGO SUSTAINABILITY: 3.4

There are over 18,000 civil society organi-
zations in Slovenia. Approximately 125 are
foundations and 250 are private institutes.
However, not all of them are active. Most
organizations are active in the fields of
sports, social welfare, culture, fire bri-
gades, animal protection etc, whereas
foundations mostly operate in the fields of
social welfare, culture, education, and
health care.

By the end of the 1990’s approximately
3,000 people were employed by such or-
ganizations, which is 0.4 percent of the
employment in Slovenia, the majority of
them in sports (700) and voluntary fire bri-
gades (600).

Organizations receive the majority of funds
with their own activity (44 percent), lower
amounts from donations (30 percent) and
from national and local budgets. The state
contributes majority of its funds through
project resources (approx. 60 percent),
annual subsidies (30 percent) and only a
smaller amount through long-term con-
tracts.

In Slovenia there is no official data or
analyses about territorial distribution. It
can only be estimated that there are more
NGOs in urban areas, especially in Ljubl-
jana, where the majority of NGOs have
their headquarters.
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SLOVENIA

The registration procedure for NGOs is
quite bureaucratic, hence it is easy and
clear, although quite long. The operation
of NGOs is more difficult, especially be-
cause they have equal status as profit or-
ganisations: they have to keep similar ac-
counts and publish annual reports.

NGOs do not suffer from state harass-
ment. They are permitted to engage in a
broad range of activities, although taxation
provisions, procurement procedures, etc.
may inhibit NGOs operation and develop-
ment. Although taxation provisions are
currently not favourable to NGO develop-

ORGANIZATIONAL CAPACITY: 3.5

ment, the new NGO law, which intends to
correct present situation, is in preparation.
There is no core of local lawyers specialis-
ing in NGO law, providing NGOs with legal
service, or advising the NGO community
on needed legal reforms. But there are
some individual NGOs that are engaged in
preparing and advising NGOs on legal
matters; unfortunately their headquarters
are only in Ljubljana and the rural areas
are deprived of this kind of counselling.

NGOs can earn their income from the pro-
vision of goods and services, but, as it was
already mentioned, having equal status to
profit organisations, they have to pay VAT.

Individual NGOs demonstrate enhanced
capacity to govern themselves and organ-
ise their work, but the majority of NGOs
lack a group work planning, tasks are not
delegated, so that everybody does every-
thing. People are not educated enough.
Especially there is a lack of staff qualified
for project work.

The majority of NGOs lack good coopera-
tion between the Board of Directors and
members of staff. Members should be
more included in specifying the aims of in-
dividual organisation.

The strategic planning takes time and ef-
fort, for which most NGOs do not have
enough staff, because only some of the
NGOs maintain full-time staff members.
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The legislation demands that NGOs
should have clearly defined management
structure, but in reality the roles of individ-
ual working bodies or staff members are
not clearly divided, which is why work
does not progress as well as it should.

Volunteerism is undefined and insuffi-
ciently used, except in some fields with
long tradition, such as voluntary fire bri-
gades. However, the positive situation in
some areas is not a consequence of legis-
lation. Furthermore, there are no special
legal provisions for volunteer develop-
ment.

Some NGOs have access to basic office
equipment, including computers and fax
machines. There are examples of good
practice for instance some local communi-
ties give lower rents for NGOs offices.



FINANCIAL VIABILITY: 3.3

SLOVENIA

NGOs pioneer different approaches to fi-
nancial independence and viability. To
some extent they are dependent on for-
eign donors; however they also raise their
funds through service provision, winning
contracts and grants from, mostly local,
municipalities and ministries, which con-
tribute the majority of their funds through
project resources, annual subsidies and
only a smaller amount through long-term
contracts. Although the data says that the
majority of funds comes from membership
fees and local communities, representa-
tives of NGOs still feel that there should be
more of them. However, there are great
differences between NGOs as far as fund-
raising is concerned. NGOs, which are ef-
fective, recognizable and have clearly de-
fined missions and goals, get bigger
amounts.

There are not enough private donations;
the main problem is in VAT. Additionally,
the public tends to contribute to specific
NGOs which have exactly defined mis-
sions, such as child protection, or from

ADVOCACY: 3.0

which they expect to have some kind of
benefit such as fire brigades.

There could be more training program ad-
dressing financial management issues but
large NGOs do understand the importance
of transparency and accountability from a
fundraising perspective. However, in prac-
tice they do not publish annual reports.
Various affairs, which are connected with
transparency of using the money, will defi-
nitely encourage the publishing of annual
reports.

The main problem is that the majority of
NGOs are dependent on only one major
source of income and if it collapses, NGO
cannot function properly anymore. If
NGOs diversified their financial resources,
their existence would be safer.

The lack of staff is also an obstacle in this
area. Another obstacle is the lack of
knowledge about financial resources; fur-
thermore, NGOs do not have enough in-
formation how to use them.

Narrowly defined, advocacy organisations
have emerged and became politically ac-
tive in response to specific issues (social
issues, financing of NGOs, environment
issues, etc.). Information sharing and net-
working within the NGO sector to inform
and advocate its needs within the Gov-
ernment is beginning to develop (Govern-
ment Strategy for Cooperation with NGOs,
Strategy Paper of the Development of the
NGO Sector, NGO Forum, etc.).

The cooperation with the Government is
not systematic; it takes place on personal
level, it is informal and discretionary; but it
is improving

NGOs do not tend to form many issue-
based coalitions, but when they do, they
are quite successful (Trust, Program Part-
nership for Environment, Coordination of
NGO networks, different coalitions for
helping the refugees, asylum seekers,
homosexuals, etc.; which all operate on
national level).

There are different mechanisms for par-
ticipating, but mostly they are very unsys-
tematic. In Slovenia there are currently
approx. 50 different Government’s working
and advisory bodies where NGOs have
their representatives (for example National
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Committee for sustainable development,
Council of Experts, which is a consultative
body within the Consumers Protection Of-
fice, Council of Experts for social assis-
tance, etc.). Although the legislation pro-
vides possibilities for NGOs participating,
they cannot be always made use of due to
financial problems (not even travelling ex-
penses are reimbursed) and the lack of
staff. There are also often invitations for
comments on proposals of laws, but
NGOs seldom respond to them due to the
lack of legal knowledge and staff. Lobby-
ing of NGOs was successful at Law on

SERVICE PROVISION: 3.0

free legal aid, Humanitarian Organisations
Law, Disabled Organisations Law, a little
less at new Societies Act, Asylum Act, but
absolutely unsuccessful at Freedom of In-
formation Act.

Recently some networks of NGOs were
established, which are working on advo-
cacy for legal reform, and there is also Le-
gal Information Centre for NGO, but they
have all their headquarters in Ljubljana
and on the local level there is no such or-
ganization.

The contribution of NGOs to covering the
gap in social services is mostly (and it is
improving) recognised by the Government
and it is often accompanied by funding in
the forms of grants and contracts. On the
other hand, policies on funding vary from
ministry to ministry; there is no uniform
policy on the governmental level.

NGOs do recognise the need to charge
fees for services and goods — such as
publications and other products. However,
it is often the case that there is a limited
number of NGOs that have the capacity to
provide high-level standard of services.
For the NGOs existence it would be ideal if
the fees covered the material expenses. In
this case, however, we face the following

INFRASTRUCTURE: 3.8

dilemma: the total cost recovery may in
the final consequence jeopardize the
NGOs status as non-profitable organisa-
tions.

In Slovenia, NGOs are very well devel-
oped in such areas as health care, hu-
manitarian organisations, disabled organi-
sations, but not in others. As a result, in
some areas service provision is very satis-
factory, while others areas are deficient.

NGOs services have to reflect the needs
and priorities of communities, otherwise
they cannot exist in the long run and al-
though the extent of broader constituency
participating is rather in substantial, it is
gradually increasing.

Only slight efforts are being made by
some NGOs (they have not even started
properly) to establish community founda-
tions, indigenous grant-making institutions,
and/or organisations to coordinate local
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fundraising that could implement domestic
and foreign aid. The NGOs recognize the
value of training and the need for training,
but there is the lack of locally provided
training and in some sectors there is the



lack of local trainers who could provide
basic organisational training. And it seems
that there is the lack of interest for training
from NGOs. Trainers, however should
know better how to inform, encourage and
attract more organisations to training.
There is evidence that quite a few NGOs
have begun to work together and share
information through networks and project
partnership. Furthermore, umbrella or-
ganisations are being formed to facilitate
networking and coordinate activities for
groups of NGOs (CNVOS - Centre for in-
formation service, cooperation and devel-
opment of NGOs, ZDOS - Association of
Slovenian Societies, ZSU — Association of
Slovenian Foundations, MrezaZZ — Net-
work of private institutes; there are also
local, mostly educational and informational
youth centres, such as MOVIT, SKUC,
KIBLA, etc.). There are no united data-
base and on-line forums; some of NGOs
do not even have the access to the Inter-
net.

PUBLIC IMAGE: 3.6

SLOVENIA

Local municipalities are important sources
of funds for NGOs, which work in their lo-
cal area. In general, NGOs function well in
their local area, but they do not have any
broader power.

Networking is not enough developed yet.
In Slovenia there is only one horizontal
network of NGOs (CNVOS) and although
the idea is very good, everything does not
function as well as it should. As a result,
information does not spread as quickly
and broadly as it is needed for further de-
velopment of all NGOs.

Lately there has been very good climate
for partnership with NGOs. The Govern-
ment has started to consider the civil soci-
ety as a good partner, however, the civil
society is in many cases unable to re-
spond due to an already mentioned lack of
staff and time.

Generally speaking, it is difficult to speak
of any kind of image NGOs might have in
Slovenia. People know what is an NGO,
but they do not know what NGO exactly
means, nor do they understand the con-
cept. The public ignorance of NGOs is a
consequence of the fact that NGO as a le-
gal term does not exist yet (it is included in
the proposal of the law concerning the
status of NGOs). The rate of public trust
varies from NGO to NGO (NGOs, which
can be useful for every single citizen have
more trust than the ones, which work for
the benefit of the narrower groups, for ex-
ample refugees.)

The media tend to cover NGO events, but
the problem is in the nature of news. As all
others, NGOs have to except the fact that

the tendency for media is to cover sensa-
tional news and affairs. In addition, al-
though individual NGOs realize the need
to educate the public, to become more
transparent, and to seek opportunities for
media coverage, some small and newly
established NGOs may lack the skills to
deal with media. In general, NGO sector
does not have problems with the media,
but NGOs should be more skilled in en-
couraging positive coverage because the
media are not interested enough due to
the nature of NGOs, except when it comes
to affairs.

Lately there has been evidence of a closer
partnership and cooperation between
NGOs and the Government authorities.
NGOs and the Government prepared their
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own strategy; the official dialogue started
at the end of the year 2003. However, in
many cases the Government frequently
refers negatively to NGOs.

Some NGOs, such as The Peace Institute,
do publish their annual reports, but in gen-
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eral there are few published annual re-
ports and practically no code of ethics or
transparency in NGOs operations. As a
consequence, the public image is not as
good as it would be if their operations
were more transparent.
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NGO SUSTAINABILITY: 4.6

Compared to 2002, the NGO sector ex-
perienced both minor setbacks and im-
provements in different areas. The enthu-
siasm inspired by a

NGO series of social
SUSTAINABILITY | partnership confer-
ences faded as
3882 j-g NGOs faced a con-
' tinuing struggle

2001 5.1 . L2
with the skepticism

2000 5.4 "
1999 6.1 of local authorities
1998 6.6 and an uninformed
public. Frequently

district and city officials dutifully partici-
pated in social partnership conferences
without understanding the nature and pur-
pose of NGOs, or the benefits possible
through local government-NGO coopera-
tion. The NGO sector continued to grow
according to official information from the
Ministry of Justice. There are now more
than 1,250 officially registered NGOs, of
which approximately half are believed to
be active.

Whereas NGOs enjoy an enabling legisla-
tive environment, harassment from the tax
police have continued, resulting in less in-
centive for transparency from NGOs. This
in turn continues to influence a low public
image and unproductive relationship with
local officials. Continuing economic crisis,
ineffective banking system reforms, and a
lack of local philanthropy have all nega-
tively affected NGO sustainability, and led
Tajik NGOs to be dependent on interna-
tional financial resources. While a few ad-
vocacy attempts were run regarding NGO-
related issues like taxation and registra-
tion, there were no major NGO-led advo-
cacy campaigns on social issues over the
past year. Attempts to organize coalitions
have tended to fail due to personality con-
flicts, as most NGOs continue to be cre-
ated and run by dominant leaders, and
remain unable to recognize commonality
between individual NGO missions and
goals.
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TAJIKISTAN

Tajikistan’s NGO legislation, modeled af-
ter that in Russia, remains fairly progres-
sive. After registra-
tion fees were re-
duced in 2001,
many NGOs con-

LEGAL
ENVIRONMENT

2003 4.3 X

2002 4.6 tinued to  be
2001 4.8 formed. Organiza-
2000 5.0 tions do not face
1999 6.0 significant difficulty
1998 6.5 in the registration

process, and can
engage in most any kind of activity in any
geographic region. However, many NGOs
face challenges in dealing with the tax au-
thorities, who often do not have a suffi-

ORGANIZATIONAL CAPACITY: 4.6

cient understanding of NGOs or the new
NGO law. Inspections by tax police are
frequent, and usually follow attempts by
NGOs to engage local hukumats (mayors’
offices) and other local authorities. De-
spite support for social partnerships be-
tween the government and the third sec-
tor expressed by President Rakhmonov in
June 2002, local governors are occasion-
ally unsupportive of NGOs. While there
are now more lawyers capable of provid-
ing legal services to the NGO sector,
there is still a great deal of unmet need,
and NGOs rarely attempt to influence leg-
islation.

Most Tajik NGOs were established by one
or two leaders who maintain control over
organizational development. Recent
trends also show that many new NGOs
were created by influential government of-
ficials as a source of supplemental in-
come. Simultaneously, NGOs increased

ORGANIZATIONAL | their reliance on
CAPACITY international  do-

nors whose priori-
2003 4.6 ties continue to

2002 4.5 shape the mis-
2001 5.0 sions and strate-
2000 5.5 gies of local or-
1999 6.0 ganizations. In a
1998 6.0

few recent cases

personality  con-
flicts between NGO leaders led to break-
ups into several smaller organizations, and
permanent staffing usually depends on the

availability of foreign donor grants. The
desperate financial pressure on most Tajik
NGOs often prevents the establishment of
strong financial management systems,
since most organizations are project-
driven, and thus temporary. The concept
of a functioning Board of Directors remains
poorly understood and is not developed in
the NGO community.

Since paid NGO staff is usually limited to a
few people, volunteerism is promoted but
with mixed results. A weak culture of vol-
unteerism prevents a significant impact,
and volunteer involvement is usually re-
lated in order to gain early employment
experience or obtain access to computers.
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FINANCIAL VIABILITY: 5.7

Continuing economic depression has led
to a lack of available funds and resources
for NGOs. Most of NGOs are completely
dependent upon international donor fund-

FINANCIAL ing.  Many NGOs
VIABILITY lack financial trans-

parency and ac-
2003 5.7 countability, and
2002 5.5 rarely publish an-
2001 6.0 nual reports for use
2000 6.0 by citizens, the me-
1999 7.0 dia, or public offi-
1998 7.0 cials. Many organi-

zations fear raids by
the tax police if too much attention is at-
tracted to their organizations. Several at-
tempts by NGOs to initiate social partner-
ships between NGOs and local govern-
ment have led to greater scrutiny, as
some authorities believed that NGOs had
access to significant amounts of funding.
In some cases local partnerships have
produced positive results as NGOs re-
ceived financial, technical, and adminis-
trative support from local government to
implement their programs.

ADVOCACY: 4.5

Local philanthropy is virtually non-existent
due to the absence of a healthy economy,
established business sector, and because
of a lack of tax incentives for social sector
donations. The existing law does not pro-
vide for any tax exemptions for organiza-
tions involved in charity, and this prevents
additional funds that might otherwise be
made available as grants to the NGO sec-
tor. A number of NGOs have created
commercial entities to provide certain fee-
based services, which do help them raise
funds for their activities. However, there is
significant danger that this will lead many
NGOs to lose their original missions and
convert to purely commercial organiza-
tions. The tendency for local officials to
create their own NGOs in order to receive
grants from international donors has also
tarnished the image of the sector among
the general public and business.

The NGO sector in Tajikistan is generally
unable to openly ad-

ADVOCACY vocate for their inter-
2003 5.7 ests, preventing the
2002 4.5 public and local au-
2001 5.0 thorities from being in-
2000 5.5 formed about the role
1999 6.0 of NGOs in civil soci-
1998 6.5 ety. In urban areas,

some NGOs have be-
gun to specialize in law and advocacy, and
some lobbying of public interests by NGOs
has taken place with assistance from civil
society support centers. For example, the
Tirchid Community located in Khorog laid
a 1,800 meter water pipeline to an existing
water reservoir to provide 2,000 people in

192

the community with potable water. After
the project was completed, the employees
of the city’s water supply authority decided
to replace a part of the pipe that connects
the water pipeline to the reservoir, which
would have prevented sufficient supplies
of water from reaching the community.
The community launched a campaign
which led the local government to revoke
the order to cut and change the pipe.

While there are a few examples of this
kind of advocacy at the local level, national
advocacy campaigns were rare in 2003,
and usually related to issues of immediate
material interests to the NGOs (NGO
status and registration). Several NGOs



participated in the drafting and discussion
of national programs for the rights of chil-
dren and women. However, these advo-
cacy efforts have been sporadic and not
well coordinated. NGOs will need in-
creased knowledge and experience in lob-
bying and advocacy before they become
successful in large nationwide and re-
gional campaigns.

There has been an increase in interest

from some local governments to cooperate
with the NGO sector. However, attitudes

SERVICE PROVISION: 4.3

TAJIKISTAN

towards NGOs often remain dependent on
the personalities of local governors. When
such cooperation is offered, it is usually
only enjoyed by NGOs involved in non-
controversial social service provision ac-
tivities. The general population continues
to be reluctant to defend their rights and
publicly express their interests, and occa-
sional NGO coalitions on current issues of-
ten fail because of leadership personality
conflicts and an inability for NGOs to unite
on common ground.

Most likely driven by the strategic priorities
of donors, NGOs usually focus on provid-
ing services in the following areas: micro-
finance, ecology, and
SERVICE social infrastructure.
PROVISION The practice of having
local governments, as

gggg’ jzg well as governm_ent—
2001 5.0 supported organiza-
2000 5.5 tions (i.e. research in-
1999 5.5 stitutions), and reli-

gious organizations,
apply to NGOs for assistance has in-
creased. Additionally, NGOs have become
more effective in civic education efforts,
the dissemination of information on human
rights, and the provision of services from
qualified lawyers. NGOs also play a sig-

INFRASTRUCTURE: 4.1

nificant role in donor-driven microfinance
programs in rural areas, where weak gov-
ernmental structures are incapable of pro-
viding economic development services.
Some local governments have come to
believe that NGOs may be a crucial tool to
help resolve local issues under the exist-
ing difficult economic conditions.

Community-based organizations grew in
number, as a result of international donor
initiatives in this area of development.
Usually, communities target infrastructural
and social needs, due to a lack of funding
from local sources. Because of the inability
of local community members to pay for
services, cost recovery for these organiza-
tions is almost non-existent.

The network of Civil Society Support Cen-
ters expanded from five to seven, to ad-
dress the need for civil society develop-
ment in two areas (Rasht, the stronghold
of the opposition during the civil war, and
Panjakent, a remote area, isolated geo-
graphically, economically and socially from

the rest of the country). The network offers
training courses, organizational develop-
ment assistance, and informational and
technical support, as well as small grants
to NGOs and local communities.
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In addition to the

INFRASTRUCTURE network, there are
2003 4.1 a number  of
2002 4.1 foundations that
2001 4.8 manage and dis-
2000 5.0 tribute funds ob-
1999 6.0 tained from inter-
national donors.

Contributions from local sources are usu-
ally in-kind (labor from beneficiary com-
munities, technical and administrative
support from the local government, and
occasional cash donations from local pri-

PUBLIC IMAGE: 4.4

vate businesses). Efforts are now under-
way to train NGOs in the basics of forming
coalitions and networking, since horizontal
links between NGOs remain very weak,
reflecting the general weakness of the
sector itself. Most organizations struggle to
obtain enough funding to continue basic
operations, leaving little time or energy for
internal development or coalition-building.

Relations with local

PUBLIC IMAGE authorities gradually
2003 4.4 improved after a
2002 45 successfu_l social
2001 5.0 partnership confer-
2000 5.0 ence in 2002. Public
1999 6.0 awareness of NGO
1998 7.0 activities increased

via efforts such as

the media development project in the
Ferghana valley. According to a public
opinion poll conducted in October 2003,
11 percent of people polled stated that
they were positively affected by NGOs and
7 percent said they were members of
NGOs (one of the highest rates in Central
Asia). This is a significant improvement
from the last year’s results when 5.5 per-
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cent of those polled responded that NGOs
had positively affected them, and 5.7 per-
cent claimed membership in an NGO. A
meeting in 2003 between President
Rakhmonov and a group of NGO leaders
endorsed a goal for increased recognition
and cooperation between the NGO sector
and authorities at the national, regional,
district and city level.

Communities targeted by the community-
based development initiatives have in-
creased public knowledge about NGOs,
but on a national level, transparency re-
mains a problem, often hindered by NGO
reluctance to increase their profile with lo-
cal officials and the prohibitive costs of
media advertising space.
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TURKMENISTAN
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NGO SUSTAINABILITY: 5.7

The civil society sector in Turkmenistan
continued its development under ex-
tremely difficult conditions over the past
year. According to
the database main-
tained by Counter-

NGO
SUSTAINABILITY

2003 5.7 part International,
2002 5.6 there are 270
2001 5.8 NGOs and unregis-
2000 6.0 tered initiative
1999 6.6 groups, of which

157 kept active re-
lationships with Counterpart International
in Turkmenistan in 2003. The Turkmen
opposition led by the former Minister of
Foreign Affairs became active which re-
sulted in a few cases of anti-government
strikes, distribution of leaflets, as well as
an assassination attempt on President Ni-
yazov allegedly organized by the opposi-
tion forces. The latter caused mass arrests
in the country and re-introduction of exit
visa.
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Several controversial laws were adopted,
such as The Law on Betrayal of the Moth-
erland and The Law on Terrorism, aiming
to put even stricter control over citizens’
freedoms. Internet cafes were shut, and
personal users of Internet were interro-
gated by the KNB (former KGB). Farid
Tugbatulin, an environmental activist, was
arrested and sentenced for three years in
prison for participation in a Human Rights
conference and “illegal crossing of the Uz-
bekistan-Turkmenistan border.” Several
NGOs were visited by KNB officers and in-
terviewed. The government attempted to
monitor any events with NGOs’ participa-
tion. The abolishment of the Double Citi-
zenship Agreement between Turkmeni-
stan and Russia by the Turkmen Govern-
ment caused wide migration of the Rus-
sian  population, including Russian-
speaking NGO members. The third sector
is becoming more Turkmen-speaking.



Philanthropy remains to be limited to indi-
vidual business groups. In addition to the
existing donors, the World Bank launched
small grant and community innovation
programs funding registered and non-
registered NGOs. The majority of NGOs
are led by women. According to the Coun-
terpart International, 62 new initiative
groups started their activities in communi-
ties. The majority of NGOs are focused on
the provision of the social services, such
as education, healthcare, water and utili-
ties, environmental problems, rights of
pensioners, support of the orphanages,
and others. More NGOs tend to be in-

LEGAL ENVIRONMENT: 6.7

TURKMENISTAN

volved in sensitive areas like juvenile
criminals and groups at risk, as well as le-
gal consultancies on domestic violence.

While there were no examples of large na-
tion-wide advocacy campaigns, there were
a few attempts to advocate at the local
level and some attempts to advocate for
reforms in the current legislation. No coali-
tions were created around any issues.
Management of NGOs remains based
around personalities, and only few NGOs,
like the Water Users Association, have a
functioning Board of Directors.

A new NGO law was adopted in the fall
2003, which had an extremely negative ef-
fect on civil society development. In addi-
tion to a number of restrictive clauses, the
law demands registration of all groups and
re-registration of existing registered NGOs
to be able to act legally, as well as regis-
tration of all grants provided by interna-
tional organizations.

Numerous independent organizations
were told to stop operating until registered,
and some were

LEGAL called into court.
ENVIRONMENT Several groups

submitted papers for

2003 6.7 registration to the
gggi gg relevant authorities,
2000 6.5 howeverhthe_re were
1999 7.0 no mechanisms in

place at year's end

to regulate the registration process. NGOs
worry that their fate may be determined by
their relevant government ministries, many
of which are very negative toward NGOs.

Harassment of NGOs by the law-
enforcement agencies increased. A num-
ber of NGOs were called in by the KGB or
were visited by KGB.

Taxation of NGOs is regulated by the Civic
Code and the Tax Code. Registered
NGOs are subject to social taxes, personal
income tax, property tax and other local
taxes. However, because most NGOs
could not obtain registration and because
of problems with the banking system, most
grants to NGOs, including registered or-
ganizations, were paid in cash. The newly
adopted law practically made these grants
illegal. NGOs prefer not to report to Tax
Inspection, and tax inspectors are very of-
ten confused by the Tax Code provisions.
Usually NGOs attempt to obtain opera-
tional licenses and patents for “individual
labor practices” in order to do their work;
however, these licenses can also be diffi-
cult to obtain from the ministries (for ex-
ample, educational licenses are to be is-
sued by the Ministry of Education).
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ORGANIZATIONAL CAPACITY: 5.3

Although NGOs want to improve their or-
ganizational capacity, they are hampered
by many factors, including: a limited
number of grant-
making organiza-

ORGANIZATIONAL

CAPACITY tions, inability to
2003 5.3 fGQIIS_ter. and the
2002 5.3 declining  eco-

2001 5.5 nomic  situation.
2000 5.8 Increased migra-
1999 6.0 tion of the Rus-
sian-speaking
population caused a significant brain-
drain in NGOs, since many of prominent
and educated NGO leaders left. There
are still many NGOs that do not have
clear mission and are led by donor priori-
ties rather than by common objectives
and mission visions. Many NGOs do not
practice strategic planning, as they do not
see any need to do so. Internal manage-
ment structures continue to be dominated
by leading strong personalities. The ma-
jority of NGOs either does not see the im-
portance of the Boards of Directors or do
not understand the role they play. Few
NGOs practice open organizational meet-
ings or use conflict resolution tools.

FINANCIAL VIABILITY: 6.0

Transparency of NGOs has slightly im-
proved. There are a few NGOs who dis-
tribute annual public reports (e.g., Keik
Okara). However, security reasons and
fear of pressure from the government
keep policies of most NGOs closed and
non-transparent. Tight economic condi-
tions force NGOs to use mainly volun-
teers. Some NGOs believe that avail-
ability of paid personnel may jeopardize
the NGO concept in the eyes of the
government, and that the NGO work
should be exclusively based on volunteer-
ism.

Technical capacity has somewhat im-
proved. The USAID-funded Network of
four Resource Centers provided NGOs in
four regions with necessary technical as-
sistance, information support and internet
and e-mail access. There are a number of
NGOs equipped with computers, printers,
and other accessories, through grants
from international donors.

With a few exceptions, NGOs remain to
be exclusively dependent on grants from
international organizations. Some donors
have begun giving

FINANCIAL grants to unregis-
VIABILITY tered organizations.
For instance, the
2003 6.0 World Bank
2002 5.3 launched the Com-
2001 5.5 ) .
2000 6.0 munity  Innovation
1999 7.0 Day and Small
Grant programs for

non-registered civil society groups. Local
philanthropy is not developed, partially
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because the business community is
weak, partially because it is afraid of pos-
sible sanctions from the government. In
addition, a lack of tax incentives and mis-
understanding of the third sector make it
extremely hard for NGOs to diversify their
income. Sporadic examples of philan-
thropy are usually manifested in the form
of donations to disabled people or or-
phanages. With introduction of the new
NGO Law, financial sustainability of
NGOs will likely deteriorate, since all
NGOs may be forced to work through
bank accounts, which, taking into account



an undeveloped banking system and the
fact that the black market USD rate is four
times higher than the official one, will
negatively affect the NGO community.

There is no Government fund to support
civil society organizations. There were a
few cases when the local government at-
tempted to support local NGOs through
in-kind contributions, labor, and limited fi-
nancial support. For example, local au-
thorities provided construction materials
for a school built by Tajik refugees in
Kerki. Local authorities provided financial
and in-kind support a summer camp initi-
ated by Mercy, Health and Family NGO in
Ovadan, Bizmein. The Ministry of Nature
Protection provided transportation, space

ADVOCACY: 6.1

TURKMENISTAN

and facilities to Eco Center for ecological
marathons.

Some NGOs (e.g., Umit and Arma) collect
membership fees, but they are not suffi-
cient to provide financial sustainability of
organizations. Most NGOs passed train-
ings in Financial Management, but still
only few submit regular internal audits
and publish financial reports. There is no
clear understanding of the importance of
a sound financial management. However,
a lack of donors makes NGO diversify
their fund-raising and attract sources
other than grants.

There was significant improvement in co-
operation with the local government. Local
officials regard NGOs as important com-
munity development institutions and incor-
porate some of their

ADVOCACY leaders into govern-
2003 6.1 mental structures.
2002 6.1 Leaders of three NGOs,
2001 6.3 supported by USAID,
2000 6.3 were recently elected to
1999 6.5 major positions in par-

liament, trade unions,
and local-level educational departments.
USAID has been working with these
NGOs over the past few years to improve
their leadership skills and to promote civil
society values. However, success of social
partnerships to a great extent depends on
the personalities in the government, and
there were cases when cooperation failed
with new people entering government po-
sitions. Regional local authorities appear
to be more favorable towards NGOs (e.g.,
authorities in Kushka who requested
USAID to take part in the development of
the region).

There were some endeavors to advocate
at the local level. NGO Bosfor organized a
number of round tables on the Pension
Provision Law with participation of the Min-
istry of Welfare to advocate for changes in
the existing legislation. Because of a re-
pressive national government and insuffi-
cient experience in advocacy, there were
no attempts to advocate at the national
level or create coalitions to lobby on behalf
of NGOs. However some NGOs tried to
cooperate with ministries to work on spe-
cific legislation. The Eco Center that in-
cludes 12 ecological organizations worked
closely with the Ministry of Nature protec-
tion on the national environmental policy.
The Association of Disabled People of
Turkmenistan was involved in developing
a database with information about needs,
skills and geographic location of its mem-
bers. Three members were offered jobs by
the Ministry of Social Welfare after being
identified through the database. The Minis-
try requested additional information about
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how they can incorporate the database
into their operations.

Nevertheless, the environment was
mostly restrictive and negative towards
NGOs especially those that are actively
engaged in human rights. Farid Tugbatul-
lin, a prominent NGO leader, was sen-
tenced to a few years in prison for attend-

SERVICE PROVISION: 4.8

ing a conference in Moscow. He was re-
leased later this year after unprecedented
pressure from the international community.
The Institute for Democracy and Human
Rights under the President permanently
closed its NGO resource center originally
funded by foreign donors. The overall
situation may deteriorate as the new NGO
law is implemented.

Although the majority of the civil society
organizations are not registered, they con-
tinued to provide decent services to their
constituents. Diversification of services in-
creased in comparison with last year.
Whereas NGOs activities had been usu-

ally limited only by
SERVICE health care, education,
PROVISION | environment  protection
2003 4.8 and training, as well as
2002 5.0 water and communal
2001 5.0 utilities, more legal and
2000 5.3 psychological services
1999 6.0 became available in-

cluding sensitive social
areas, such as drugs, young criminals,
and unemployment. For instance, the
Women’s Recourse Center provide psy-
chological support to the juvenile criminals
working closely with the Ministry of For-
eign Affairs; Nargiz Women’'s Club coop-
erated with local police to implement a
teenage drug prevention program; Zemen
Lalesy NGO in Balkanabad implemented
a project on promoting opportunities for
unemployed people.
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Stricter requirements were imposed on
NGOs involved in educational activities.
The Ministry of Education became reluc-
tant to provision of educational licenses.
Junior Achievement was not able to renew
their license. The cost for an education li-
cense is approximately $800-$1000 and
for medical services — $2,000. NGOs are
taxed for generating income through
commercial activities.

Some local authorities still value services
rendered by civil society groups as a great
support in solving local social problems. In
general such services meet the require-
ments of the region and targeted groups.
Counterpart International with a grant from
USAID offered training in Effective Partici-
patory Community Appraisal methods to
help NGOs to identify the needs of com-
munities before the NGO applies for grant.
Growing opportunities for service provision
based on good partnerships with regional
authorities led to an increase in the quality
and range of services.



INFRASTRUCTURE: 5.0

TURKMENISTAN

The USAID-funded Network of Civil Soci-
ety Support centers grew and currently
consists of four centers. The services
available for NGOs include information

INFRASTRUCTURE | SUPPOIt, internet
access, project

2003 5.0 consultancy ser-
2002 5.2 vices, trainings,
2001 5.5 and libraries. It is
2000 5.7 expected that the
1999 6.5 centers will soon

obtain trained
lawyers to provide legal consultations to
NGOs. Many NGOs were able to switch
to a new USAID-funded internet system
and are able to receive efficient internet
services. The centers are the only place
to obtain information for numerous groups
that do not possess computer equipment.

The Ministry of Telecommunication re-
cently required Counterpart International
to pay in US dollars for Internet services
provision and temporarily shut off Coun-
terpart’s internet access. Only strong ne-
gotiation efforts helped resolve the issue.

PUBLIC IMAGE: 5.9

There are several NGOs providing ser-
vices to the other organizations (e.g., Eco
Sodruzhestvo in Ashgabat, Eco Club in
Dashoguz, Umut and Zolotoy Vek in
Turkmenbashi). There are qualified train-
ers available in the regions capable of
providing trainings on different subjects,
such as strategic planning, fundraising,
advocacy, etc. More training courses are
provided in Turkmen language. The num-
ber of the Intermediately Support organi-
zations is very limited. There is more
competition between leading NGOs,
however there is also more examples of
information sharing, meetings, and round
tables. NGOs cooperate with each other
around certain problems (e.g., the
Women’'s Resources Center cooped with
Hemayat NGO on women domestic vio-
lence). Due to reasons outlined above,
cooperation with the business is weak.

Public image of NGOs remained very
negative at the na-
PUBLIC IMAGE tional level, NGOs
being regarded as a

2003 5.9 “dangerous  political
2002 6.0 power creating nega-
2883 g-g tive image of the
1099 7.0 country.” The Com-

mittee for National
Security (KNB, the successor to KGB)
keeps strict control over NGOs by receiv-
ing information, visiting to organizations,
and interviewing their members. The KNB
expects that the new NGO Law will help
closee down several NGOs.

However at the local level, a lack of funds
forces local governments to value the
NGOs’ contribution into community infra-
structure development. Some local offi-
cials view NGO activists as good assets to
the region’s development and even pro-
mote them to government positions. Yet a
stereotype of NGOs as people “begging
for money” is still common in Turkmeni-
stan. This is partially because of a lack of
information as many NGOs do not pos-
sess a good capacity to do effective public
relations.
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Connections between mass media and ties, and this is usually limited to envi-
NGOs remain weak. Local newspapers ronmental groups.
rarely publish stories on NGOs’ activi-
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UKRAINE

1.0 T

2003 Scores for Ukraine

Capital:
Kyiv

Polity:

Presidential-
4.4 parliamentary

35 democracy

Population:
48,200,000

GDP per capita

Legal Org Fin
Env Capacity  Viability

Advocacy Service Infra-

Public (PPP): $3,816

structure Image

NGO SUSTAINABILITY: 3.9

Overall, the NGO sector changed little
over the last year, with gains in some ar-
eas and challenges remaining in others.
The legal environment improved notice-
able, thanks to changes in the legal

NGO framework.  Addi-
SUSTAINABILITY | tionally, there was
progress in two ar-
2003 3.9 eas where the
2002 4.0 NGO sector was

2001 4.3 weakest last year —
iggg j-‘l'r financial  viability
1098 4.2 and public image.

Although depend-
ence on interna-
tional donors remains high, many organi-
zations have diversified their sources of
funding and demonstrated the ability to at-
tract local funding from both government
and business. Overall, the public percep-
tion of NGOs progressed due to an im-

provement in the public and media rela-
tions skills of NGOs. However, organiza-
tional capacity, advocacy skills, infrastruc-
ture and service provisions did not im-
prove and in some areas there was a
slight deterioration.

The precise number of registered organi-
zations is still unknown, because NGOs
may register at either the national or local
level. The previous estimates are likely to
remain accurate: approximately 30,000
groups are registered, of which 4,000 are
active. Ukrainian NGOs continue to work
on a variety of issues from social services
and public policy to culture and politics,
representing most demographic groups.
As in many other countries, NGOs in the
capital and large urban centers are more
developed than those in smaller towns or
rural areas.
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LEGAL ENVIRONMENT: 4.0

The legal framework for civil society
organizations improved in  Ukraine.
Several important laws were adopted,
such as the Law on State Registration of
Legal Entities and Individual
Entrepreneurs, the new Civil Code, the

Law on Social

LEGAL Services, and
ENVIRONMENT several new
favorable
2003 4.0 amendments  to
gggi g-g existing tax
. legislation.
2000 5.0 9

1999 5.0 The new Law on

1998 4.6 ] .
State Registration

of Legal Entites and Individual
Entrepreneurs adopted in 2003, will
become effective in July 2004. This law
establishes a progressive identical
registration procedure for all legal entities,
including NGOs. For example, it requires
the government to process the
registration within three days following
submission of the documents, and does
not impose registration requirements
based on the area or location of
organizational activity.

Tax legislation does provide tax benefits
to certain groups of NGOs. However, in
practice, these existing benefits are not
sufficiently used by eligible NGOs since
they are not aware of their rights and are
often unable to defend their interests with
the tax authorities. Charities and some
public associations specified in the law
enjoy a great number of benefits, but this
excludes many public associations who
are then unable to enjoy these benefits.
As in the past, grants and donations to
NGOs are not taxed, nor are loans or
funds raised from publishing activities.

Ukrainian NGOs are permitted to have
endowments and to engage in grant
making. Furthermore, Ukrainian law
encourages charitable organizations and
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other public associations listed in the
Registry of Not for Profit Organizations to
engage in investment activities, with tax
exemptions on certain types of income.

Donations to NGOs registered in
accordance with the Law on Charity,
Professional Unions, and Religious
Organizations are considered tax-
deductible. However, a need exists for a
special mechanism to use deductions for
in-kind contributions, which in other
countries comprise a substantial share of
support to charities from businesses.

While tax legislation, deductions, and
exemptions for NGOs and their donors
improved, legal regulations on earned
income remain quite ambiguous,
hampering the economic activities of
NGOs. There is also a need to raise
awareness among NGOs and tax
inspectors that commercial activities by
NGOs are not prohibited according to the
recent tax law amendments.

The new Law on Social Services should
soon allow NGOs to compete in the
government procurement of social
services. Ukrainian NGOs may receive
assistance (grants and subsidies) from
state or local authorities. At present, a
number of regions have adopted special
regulations on government assistance
requiring the distribution of such
assistance on a competitive basis. Yet,
implementing these special regulations
remains challenging due to a variety of
reasons, including problems in
interpretation of the law, a lack of
information and funding, and poor
relations between the government and
NGOs. In spite of the difficulties related to
the current procurement regulations,
there have been positive developments at
the local level as some local governments
have engaged NGOs as partners in



implementing projects.

Legal advice is generally available to
NGOs in Ukraine, even outside large
cities, but often on an ad hoc basis and
for relatively simple cases, such as fiscal
law, registration, civil contracts etc. Many
NGOs have no access to qualified legal
assistance even at the time of
registration. There are also no training
courses offered regularly by the few
institutions with NGO law specializations.
More legal education, publications, and
networking are needed to further improve
the ability of NGOs to influence their legal
environment.

ORGANIZATIONAL CAPACITY: 3.9

UKRAINE

NGOs continue to face various problems
with legal issues, such as long
registration periods, regional issues
because of their geographical areas of
work, expensive and complicated
procedures for registering national and
international associations, and
registration with multiple government
agencies. Ukrainian laws often use
contradictory or unclear legal terminology,
which allows state officials to restrict
NGOs activities or to interpret the law with
their discretion.

NGOs need to invest more in their own

ORGANIZATIONAL organizational
CAPACITY development, so
that they are

2003 3.9 better able to
2002 3.5 identify the impact
2001 4.0 of changes in their
2000 4.0 funding sources.
1999 3.5 This means more
1998 3.7 attention to

research, learning,
monitoring, evaluation, overall strategic
direction, and their function in society.

At present, the majority of Ukrainian NGOs
have the basic capacity to further
strengthen their organizational
development. Necessary administrative
and management procedures are in place.
However, unstable and insufficient funding
from local sources limits the growth of the
sector. This may be from a lack of long-
term strategic vision and access to
information technology.

NGOs may need to focus more on the
needs and interests of their communities.
To date, only around 20 percent of NGOs
have stated that they involve their clients
in activity implementation. The majority of
NGOs still function as service centers for
their clients, and not as facilitators or
promoters of locally derived initiatives.
NGOs should shift from information
gathering to keeping citizens informed and
engaged in solving social issues,
formulating policy positions, and finding
alternative methods of problem resolution.

NGOs have a high awareness of their
mission and role in the development of
civil society. At present, most NGO
internal management systems are
characterized by a clear definition related
to the client interests. Although many
organizations do have a governing body,
one charismatic leader often takes control
of decision-making. At the same time,
Ukrainian NGOs have demonstrated
human resources administration capability,
with paid staff and adequate numbers of
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administrative
professional

volunteers, written
procedures, and staff
development strategies.

While almost all NGOs are transparent
about their program activities, only about
half of them can claim transparency in
financial activities. Only one third of NGOs
prepare annual reports, and an equal
portion has not had the experience of
undergoing external audit.

FINANCIAL VIABILITY: 4.8

Many NGOs still lack access to
telephones, fax machines, computers, and
the gap between those NGOs that have
access to the new technology and those
that do not, tends to become wider over
time. Usage of information and
communication technologies is still at a
basic level, while some NGO sector
analysis suggests a direct relationship
between technology and NGO
organizational and advocacy capacities.

Dependence on international donors
remains high for most NGOs, but many
organizations have demonstrated the
ability to attract local

FINANCIAL funding from
VIABILITY government and

business during last
2003 4.8 year. It should be
2002 5.0 noted, that NGOs
2001 5.0 with local funding are
iggg g-g generally more
1998 4.6 _sklllful and' pro-active

in  seeking new

sources of funding than their counterparts
supported by international grants.
Organizations with mixed funds (both local
and international) often show the best
results, not only in general but also in
every component of the NGO
organizational capacity index. It looks as
though organizations with different funding
sources have more opportunity and
capacity to grow and adapt to changes in
the external environment.

At the same time, even when the share of
local funding is significant, NGO financial
sustainability remains questionable. Legal
regulations on earned income are still very
ambiguous, and the majority of NGOs
believe that commercial activities are
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prohibited. NGOs also do not often
participate in government procurement
because of unclear legislation.

Ukrainian NGOs may freely receive
foreign or local funding in accordance with
the Law on Humanitarian Assistance.
Grants and donations from foreign and
local sources are tax-exempt for Ukrainian
NGOs. Under Ukrainian law, NGOs are
permitted to engage in fundraising
activities by telephone, mail, television,
etc., and the law does not require licenses
or permits for these activities. No laws
governing occasional charitable
fundraising events exist, and contributions
made during these events are treated as
donations.

The labor law does not address the legal
status of volunteers. Under Ukrainian law,
those who work should be eligible for
minimal wage and labor and social
protection. However, in practice,
volunteers are not treated like employees
and do not receive similar benefits. In turn,
volunteers have no legal obligation to the
organization. The new civil code regulates
the provision of free-of-charge services,
and, when applied, these provisions will
improve the clarity of volunteer labor.



ADVOCACY: 3.4

To the extent that NGOs have been effec-
tive in changing government policy, they
have done so almost exclusively on the
local government level. Even though, by
nature, NGOs are likely to take more ini-
tiative than the general public, the NGO
community has not yet galvanized
enough popular sup-

ADVOCACY port to form a strong

lobbying effort on the

2003 3.4 national level.

2002 35

2001 4.0 Ukraine’s leading

2000 4.0 T

1999 5.0 NGOs initiated more

1998 4.4 collaborative  efforts
when advocating on

specific issues. There are several issue-
based NGO coalitions, including Democ-
ratic League, New Choice-2004 and
Women’'s Health and Family Planning.
The Committee of Voters of Ukraine
(CVU), the largest Ukrainian NGO spe-
cializing in election-related issues, took
the lead in creating the ambitious NGO
coalition New Choice that will conduct
various projects in support of credible and
fair presidential elections in 2004. Another

SERVICE PROVISION: 3.3

example, The Khmelnitsky Association of
Women in Business, succeeded in per-
suading the city council to amend the
public tender regulations to allow civic or-
ganizations to compete for social services
contracts.

An increasing number of NGOs under-
stand the importance of collaborating with
the government. This year the Cabinet of
Ministers issued a decree “On Citizens’
Engagement in the Decision-Making
Process.” Nearly all government agencies
and parliamentary committees have advi-
sory boards with the participation of
NGOs and think tanks. There was pro-
gress at the national level with regards to
the NGO roundtables conducted in the
Parliament on different policy issues. On
the local government level, there was
some success, especially with regards to
social service NGOs, in part because so-
cial service issues are more tangible for
the average citizen than democracy-
building or economic reform.

In general, NGOs implement projects
based on their under-

SERVICE standing of their role in
PROVISION society, which can of-
2003 3.3 ten differ from citizens’
' needs and expecta-
2002 3.0 . ;
tions. The country’s

2001 3.0 '
2000 4.0 tax code doesn’t allow
1999 2.5 all types of NGOs to
generate income. Al-

though there are provisions in the law that
allow for some benefits, NGOs have not
yet made full use of these provisions, be-
cause of the complexity of the law, the le-
gal illiteracy of many tax officials, and the
lack of clear implementing regulations.
Therefore, most NGOs remain heavily de-
pendent on external donor assistance.
This dependence on donors negatively af-
fects the NGO sector’'s ability to provide
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goods and services that truly reflect the
needs and priorities of their communities.

Some NGOs have matured by developing
goods and services that can be used by a
broader constituency, for example, provid-
ing workshops and publications on specific
issues to local government, similar NGOs,
schools, and other institutions. There are
also examples of NGOs involved in spe-
cific service sectors that have been suc-
cessful with cost recovery. Local govern-
ments are becoming more appreciative of
the contribution that NGOs make in their
communities. Sometimes, NGOs fill in the
gaps left by under-funded local govern-
ment agencies or in attracting new exper-
tise and assistance. So far, this has not
been duplicated on the national level, as
the expansion of NGO-provided services

INFRASTRUCTURE: 3.5

is limited by the weak economy and chal-
lenging legal environment.

About half of all active NGOs provide ba-
sic social services, addressing the needs
of the community, as well as the priorities
of the donors. The areas where NGOs are
most effective are humanitarian assis-
tance, youth initiatives, and environmental
concerns. They also operate in other ar-
eas, including human rights, women’s
rights, and education. Examples of the
services that NGOs provide include con-
sultations for farmers and businesses,
civic and legal education services, and
support for the disabled.

NGO cross-sector partnerships have be-
gun to exchange technical expertise and
foster stronger lobbying efforts. Despite
some success with these programs, there

INFRASTRUCTURE | 'S Still a long way
to go for a stable

2003 3.5 and constant
2002 3.5 working relation-
2001 4.0 ship among
2000 4.0 NGOs. Informa-
1999 3.5 tion sharing
among NGOs

continues to be rare. With a few excep-
tions, many NGOs operating in the same
area are unaware of similar on-going ef-
forts by other NGOs.
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The number of NGO trainers has ex-
panded, though the supply of training cur-
rently available is not able to meet the
growing needs of the sector. There are ar-
eas where some organizations are ready
for more advanced and specific courses
than are presently available. An expanded
corps of qualified in-country trainers is
needed to conduct more training-of-
trainers and provide more third-country
training opportunities. There is a good
range of training materials available in
Ukrainian, but more are needed, and their
dissemination has to be improved too.



PUBLIC IMAGE: 4.4

UKRAINE

Overall, the public perception of NGOs
improved. According to a recent public
opinion poll conducted
PUBLIC in Ukraine®, 20 percent
IMAGE of respondents are
aware of NGOs active

2003 4.4 in their communities.
2002 5.0 .

2001 5.0 This represents nearly
2000 5.0 a two-fold increase
1999 4.0 from the 12 percent in

1998 3.9 the 2002 poll. In 2003,
38 percent of Ukraini-
ans expressed a great deal of confidence
in NGOs, up from 27 percent in 2002.
Government perception of the third sector
also seems to have improved as well, as
NGOs are now invited to debate draft
laws.

NGOs were successful in raising public
awareness on important social issues,
such as HIV/AIDS prevention, domestic
abuse, the trafficking of women, and envi-
ronmental and legal advocacy issues. The
success stories made the public more
supportive of these grassroots efforts and
encouraged other NGOs to follow suit.

L IFES 2003 Annual Survey available at
www.ifes.org

Public policy institutes are slowly begin-
ning to play a role in building a long-term
strategic approach to public policy and
measuring the public’'s attitude through
opinion surveys, conferences, and round-
tables.

NGOs are also developing skills in the ar-
eas of public relations and working with
the media. However, journalists are gen-
erally still not sufficiently educated about
the role of the third sector. Although NGO
activities receive some coverage in the
press, most of these reports include only
basic and limited factual information.
NGOs are not sufficiently proficient in por-
traying their work to the general public on
regular basis, showing the need for more
efforts to involve the media and the gen-
eral public in NGO activities.
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UZBEKISTAN

1.0 \

2003 Scores for Uzbekistan

Capital:
Tashkent

Polity:
Presidential

(dominant party)

Population:
25,400,000

GDP per capita

Legal Org Fin
Env Capacity  Viability

Advocacy Service
Prov

(PPP): $2,441
Public
Image

Infra-
structure

NGO SUSTAINABILITY: 4.7

The overall rating
remained static in
2003. There were

NGO
SUSTAINABILITY

2003 4.7 some  improve-
5002 4.7 ments in the legal
2001 4.6 environment but re-
2000 5.1 lationships with the
1999 5.3 government  were
1998 4.7 undermined by the

deterioration in the
economic situation and frustrations with
the slow pace of democratic reforms.

According to Ministry of Justice data there
are about 3,000 registered NGOs in Uz-
bekistan. They are quite active in develop-
ing partnerships and delivering services in
cooperation with local governments. The
Government of Uzbekistan (GOU), media,
and the general population now pay more
attention to the third sector, mostly due to
the transfer of some state social functions
to local governing bodies.

The past year has withessed a stable
growth in NGO activity in regions outside
of Tashkent. While the NGO community is
diverse, organizations supporting women’s
rights, health care, and environmental is-
sues have been able to excel in their
fields, largely because their themes echo
those supported by the government and
donors. Most NGOs are weak in constitu-
ency-building, and are often led by a few
dynamic personalities. NGOs tend to be
small, dependent upon foreign donors for
financial sustainability, and not transparent
in either their governance or their finances.

Geographically, the majority of NGOs are
located in Tashkent, Nukus, Samarkand,
Ferghana Valley, and Bukhara; the remote
southern regions of Kashkadaryo, Surk-
handaryo and the Khorezm region wit-
nessed stable growth in the NGO sector.
On the other hand, the Syrdarya region
has almost no NGO activity. NGOs and
other grassroots initiative groups are also



beginning to emerge in truly rural areas. In
Karakalpakstan, the NGO community con-
tinues to be very active, and the
Karakalpakstan government is supportive
of NGO activities.

NGOs outside of the capital continue to be
freer of government control and have more
developed constituencies. Organizations
which are active in politically sensitive is-
sues, such as human rights, continue to
face harassment.

LEGAL ENVIRONMENT: 4.2

UZBEKISTAN

In the past, some elements within the
GOU viewed foreign support for NGOs
with suspicion. Now they see such grants
as something they should have a role in
“coordinating” or controlling. Transparency
of some NGOs remains questionable,
such as Public Foundations established
with government support refuse to publish
their financial reports.

The legal environment improved during
2003. The Oliy Majlis (Parliament) adopted
the Law on Public
Foundations in Au-
gust. This law pro-
vides solid ground

LEGAL
ENVIRONMENT

2003 4.2 _
2002 4.3 for tthe destabhsh-
2001 4.4 ment and opera-

2000 5.4 tions of non-
1999 6.0 membership based
1998 5.6 foundations. Among
other improve-
ments, the new law establishes a registra-
tion period for foundations of one month
(compared to two months currently re-
quired to register a public association), al-
lows one person, either an individual or le-
gal entity, to establish a foundation, and
allows establishing a foundation pursuant
to a will.

Groups of NGOs are now involved with
Parliament in the discussions and devel-
opment of three new laws for NGOs: a
new Law on Guarantees and Support to
NGOs, a new Law on Charity, and a new
version of the Law on Public Associations.
These legislative acts would provide a bet-
ter basis for the development of civil soci-
ety and local philanthropy in Uzbekistan.

Tax incentives for NGOs do exist for all
NGOs not engaged in commercial activity.
Recent decrees and resolutions of the
Cabinet of Ministers introduced several
privileges for Associations of House own-
ers. Micro-credit organizations received
several privileges after an advocacy cam-
paign of interested parties, such as local
NGOs and international donors.
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ORGANIZATIONAL CAPACITY: 4.4

Few organizationally sophisticated NGOs
exist in Uzbekistan. Too often the missions

and goals of local

ORGANIZATIONAL organizations are
CAPACITY based on the ob-
2003 4.4 jectives and mis-
2002 4.5 sions of the inter-
2001 4.8 national donor
2000 5.3 community,  but
1999 5.5 some  improve-
1998 4.2 ment has been

noted in this area.
Most NGOs lack adequate strategic plan-
ning and base most of their activity on the
whims of donors. Strategic decisions are
made by NGOs with the assistance of do-
nors.

Board of directors and broad-based volun-
teerism are developing slowly. Too often
charismatic and dynamic personalities
dominate NGO leadership, who some-
times can be inflexible and resistant to

FINANCIAL VIABILITY: 5.5

transparency and sharing control of the
organization with a board. Accountability
and governance are the main challenges
to constituency building.

A handful of NGOs retain permanent paid
staff; most staff is dependent on the avail-
ability of donor assistance. When no donor
funds are available, most NGOs work
without staff.

This past year more rural NGOs emerged.
These NGOs are more dependent on con-
stituency support, thus they better reflect
the needs of the community. Their devel-
opment is encouraging, as a majority of
Uzbekistan’s population lives in rural ar-
eas. Volunteers are abundant and eager.

The overall decline in the economic situa-

tion clearly impacted
F\yl\xé'\llﬁw‘ on NGO financial vi-

ability. Local donors
2003 5.5 are rare, but their
2002 5.5 number has in-
2001 5.1 creased during the
2000 5.5 past year as NGOs
1999 5.5 become more
1998 4.4 prominent in society

and the media.

However, because of the economic situa-
tion, too often this support is in-kind rather
than cash.

The lack of currency convertibility and
poor laws related to taxation strain the fi-
nancial viability of NGOs in Uzbekistan.
The problems with currency convertibility
limit financial transparency of organiza-
tions, many of which receive grants in dol-
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lars (technically illegally) from foreign do-
nors.

The government, in a few instances, has
given NGOs grants for specific projects.
Currently, it is possible for NGOs to gen-
erate income through fees-for-services,
and some more mature NGOs have be-
come financially independent as a result.
However, too many organizations are
hesitant to develop this sector. With a few
notable exceptions, NGOs in Uzbekistan
are entirely dependent on international
donor assistance.

In addition, there are more new NGOs
competing for donor assistance. This,
coupled with the deterioration in the econ-
omy, means that for most NGOs financial
viability is more difficult even though a few
mature NGOs are more stable.



ADVOCACY: 5.1

Despite continuing problems with pressure
on human rights organizations and indi-

vidual activists, Uzbek

ADVOCACY NGOs were involved
2003 5.1 in advocacy cam-
2002 4.9 paigns affecting un-
2001 5.1 employment, low
2000 5.2 standard of living, par-
1999 5.5 ticularly in the rural
1998 4.6 regions, and the de-

velopment of small-
and medium-size businesses.

Although advocacy is still limited at the na-
tional level, three NGO coalitions launched
ongoing advocacy campaigns on regional
and/or national issues during the year on
the Government's economic policies to-
ward small entrepreneurs, the right to
education for handicapped children, and
handicapped-accessibility of new or reno-
vated public buildings. Groups of NGOs
also are now involved in the discussions
and development of three new laws for
NGOs within the Parliament. These laws
are the Law on Law on Guarantees and
Support to NGO, the Law on Charity, and
a new version of the Law on Public Asso-
ciations.

A particularly successful advocacy effort
resulted in additional privileges for local

SERVICE PROVISION: 4.6

small and medium businesses in the
Navoyi region. The Center for Social Part-
nership Tashabbus initiated community
participation in seeking ways to promote
the development of small and medium en-
terprise in their community. Members of
the Navoyi Region Union of Businessmen
formed a temporary coalition to develop
proposals and advocate to the local gov-
ernment for providing favorable treatment
for small and medium enterprises. As a
result of the coalition’s work over three
months, the local governor issued a de-
cree providing privileges to all the service-
based businessmen, resulting in about two
thousand legal entities getting a 50 per-
cent discount for public utilities and a 50
percent break on property taxes. Another
decree was issued that provides privileged
credits and accommodation to the various
services in the Navoyi region.

Only the most developed NGOs are in-
volved in advocacy efforts. To support the
campaigns and the coalitions carrying
them out, two training and technical assis-
tance manuals have been designed and
published, an electronic library of advo-
cacy materials was established, and a
training and consulting team of nine Uzbek
citizens was built.

Civic organizations continued to
strengthen their ability to provide quality
services to clients. As NGOs become
more engaged in rural communities and
mahallas (neighborhoods), they have be-
come increasingly responsive to the needs
of their communities, and learned to plan

their activities strategically to meet the
needs of constituents.

Local government acceptance of NGOs as
service providers has dramatically im-
proved, but understanding of government
by NGOs is still lacking. Local authorities
have begun to realize that community
based organizations ultimately strive to
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improve the lives of citi-
PSRICEJT/\I/S(EN zens, and are increas-
ingly listening to NGOs'
2000 4.6 analysis of community
2002 4.4 problems and proposals
2001 4.0 for community  pro-
2000 4.5 grams.
1999 4.5

Access to training op-

INFRASTRUCTURE: 4.5

portunities and responsiveness to com-
munity needs are factors augmenting the
ability of NGOs to provide services to their
communities. However, because of the
overall economic situation, there are fewer
opportunities to market these services for
most NGOs, meaning most NGOs con-
tinue to be dependent on international do-
nors.

A network of NGO support centers now
actively works in seven regional capitals.
These Centers provide training seminars,
technical support,

INFRASTRUCTURE | information  re-
sources, network-

2003 4.5 ing opportunities,
2002 4.7 and professional
2001 4.6 services to NGOs
2000 5.0 and associations.
1999 5.0 The importance of

these centers
cannot be minimized.

An active coalition of women NGOs was
established in 2003. Women NGOs consti-
tute the majority of registered NGOs in
Uzbekistan.

The number and quality of trainers has

improved in the past year. A new cadre of
Uzbek-speaking trainers has emerged,

PUBLIC IMAGE: 4.3

and NGO trainers seek to establish an As-
sociation of Trainers, which would be able
to work not only in Uzbekistan but also in
the neighboring countries. Training mate-
rials in the Karakalpak language are still
lacking. Few NGOs implement activities to
bolster their technical capacities; rather
they perform services to attract donor at-
tention and potential funding.

Coalitions and networks are emerging in
some sectors in the NGO community.
However, few NGOs desire partnerships
with others in an atmosphere of scarce
donor resources. Scarcity of grants has
led to increased competition and suspicion
between NGOs. Coalitions are not typical.
Some efforts to create coalitions in certain
sectors (i.e. gender, environment) have
emerged during the past year.

Press coverage of
NGOs increased dur-

PUBLIC
IMAGE ing 2003, which had a
positive influence on
2003 4.3 the public image of
2002 4.4 NGOs. However, the
2001 4.5 perception  remains
2000 4.8 that many NGOs sim-
1999 5.0 ply exist to attract
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large donor grants.

Previously, NGOs had to pay bribes to
journalists to attract publicity. This practice
has now deceased and journalists, espe-
cially independent TV stations, regularly
cover NGO events in the capital city and in
the regions. As service provision and train-



UZBEKISTAN

ings increase, the public image of NGOs in creases their public stature. Nonetheless,
the country only stands to improve. there continue to be too many mispercep-

tions about each other by NGOs and gov-
Organizations are publishing more materi- ernment officials.

als that are available to the public that in-
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STATISTICAL ANNEX

STATISTICAL ANNEX

COUNTRY SCORES: 1997 - 2003

Northern Tier 1997 1998 1999 2000 2001 2002 2003
CZECH REP. 2.4 2.3 2.5 2.4
ESTONIA 2.4 2.1 2.2 2.2
HUNGARY 2.3 1.6 2.1 2.3 2.6 2.6 2.7
LATVIA 3.6 4.2 2.8 2.9 2.8 2.7
LITHUANIA 4.0 3.0 2.9 3.1 2.9 2.7 2.5
POLAND 1.8 2.0 2.1 2.1 2.1 2.2 2.1
SLOVAKIA 2.8 2.8 2.2 1.9 1.9 2.1 2.2
SLOVENIA 3.4
Southern Tier 1997 1998 1999 2000 2001 2002 2003
ALBANIA 4.4 4.2 4.8 4.6 4.6 4.3 4.1
BOSNIA 5.6 5.3 4.9 4.5 4.2 4.1
BULGARIA 4.0 3.6 4.0 3.7 3.6 3.1 3.1
CROATIA 4.6 4.4 4.6 4.3 3.8 3.7 3.5
KOSOVO 4.4 4.6 4.6 4.3 4.2
MACEDONIA 4.4 4.4 4.6 4.6 4.1 4.0 3.7
MONTENEGRO 4.6 4.6 4.7 4.6 4.5
ROMANIA 3.6 3.8 4.0 4.1 4.0 3.7 3.8
SERBIA 4.8 54 5.4 4.6 4.1 4.1 4.0
Eurasia 1997 1998 1999 2000 2001 2002 2003
ARMENIA 5.5 5.1 5.0 4.4 4.2 4.1
AZERBAIJAN 6.3 5.6 5.0 5.0 5.2 5.0
BELARUS 5.7 5.5 5.3 5.6
GEORGIA 3.6 3.8 4.1 4.0 4.2 4.1
KAZAKHSTAN 4.6 4.2 4.8 4.7 4.3 4.1 3.9
KYRGYZ REPUBLIC 4.6 3.8 4.2 4.3 4.3 4.0 4.1
MOLDOVA 4.6 4.2 4.2 4.3
RUSSIA 3.4 3.4 4.1 4.3 4.2 4.0 4.4
TAJIKISTAN 6.6 6.1 54 51 4.6 4.6
TURKMENISTAN 6.6 6.0 5.8 5.6 5.7
UKRAINE 4.0 4.2 4.1 4.4 4.3 4.0 3.9
UZBEKISTAN 4.9 5.3 51 4.6 4.7 4.7
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COUNTRIES RANKED BY SCORES

Legal Environment

Organizational Capacity

Financial Viability

Consolidation

Consolidation

Consolidation

HUNGARY 1.3
LITHUANIA 1.6
ESTONIA 1.8
BULGARIA 2.0
POLAND 2.0
SLOVAKIA 25
LATVIA 2.6
CROATIA 2.8
MACEDONIA 29
CZECH REPUBLIC 3.0
Mid-Transition
KOSOVO 3.2
MONTENEGRO 3.4
BOSNIA 3.5
ALBANIA 3.5
MOLDOVA 3.7
GEORGIA 3.7
ARMENIA 3.8
SLOVENIA 3.4
KYRGYZ REPUBLIC 3.9
ROMANIA 4.0
UKRAINE 4.0
KAZAKHSTAN 4.0
UZBEKISTAN 4.2
TAJIKISTAN 4.3
RUSSIA 4.3
SERBIA 4.5
Early Transition
AZERBAIJAN 5.0
TURKMENISTAN 6.7
BELARUS 6.8

SLOVAKIA 2.0 CZECH REPUBLIC 1.9
POLAND 2.0 ESTONIA 2.6
ESTONIA 2.6 POLAND 2.8
LITHUANIA 2.6 LITHUANIA 3.0
HUNGARY 2.9 SLOVAKIA 3.0
CZECH REPUBLIC 2.9 HUNGARY 3.3
LATVIA 2.9
Mid-Transition
Mid-Transition LATVIA 3.3
ARMENIA 3.6 BULGARIA 3.7
MACEDONIA 3.7 SLOVENIA 3.3
BOSNIA 3.8 ROMANIA 4.3
CROATIA 3.8 CROATIA 4.4
KAZAKHSTAN 3.8 MACEDONIA 45
ROMANIA 3.8 ALBANIA 4.6
SERBIA 3.8 GEORGIA 4.6
UKRAINE 3.9 KAZAKHSTAN 4.7
SLOVENIA 3.5 UKRAINE 4.8
GEORGIA 4.0 RUSSIA 4.9
ALBANIA 4.2
MOLDOVA 4.2 Early Transition
KOSOVO 4.3 KYRGYZ REPUBLIC 5.0
KYRGYZ REPUBLIC 4.3 MOLDOVA 5.3
RUSSIA 4.3 BOSNIA 5.4
BULGARIA 4.4 MONTENEGRO 5.4
UZBEKISTAN 4.4 SERBIA 5.4
TAJIKISTAN 4.6 UZBEKISTAN 55
BELARUS 4.8 ARMENIA 55
MONTENEGRO 4.8 KOSOVO 5.6
AZERBAIJAN 4.8 TAJIKISTAN 5.7
AZERBAIJAN 5.8
Early Transition TURKMENISTAN 6.0
TURKMENISTAN 5.3 BELARUS 6.2

215




Advocacy

Service Provision

Infrastructure

Consolidation

Consolidation

Consolidation

SLOVAKIA 1.6 POLAND 2.0 SLOVAKIA 1.9
LITHUANIA 1.6 CZECH REPUBLIC 2.2 POLAND 1.9
POLAND 1.9 SLOVAKIA 2.2 ESTONIA 2.0
CZECH REPUBLIC 2.0 HUNGARY 2.3 LITHUANIA 2.2
LATVIA 2.0 ESTONIA 25 HUNGARY 2.4
ESTONIA 2.0 LATVIA 25 BULGARIA 25
BULGARIA 25 BULGARIA 2.9 LATVIA 2.8
CROATIA 3.0 CZECH REPUBLIC 3.0
Mid-Transition
Mid-Transition ROMANIA 3.1 Mid-Transition
SERBIA 3.2 UKRAINE 3.3 MACEDONIA 3.3
HUNGARY 3.3 CROATIA 3.4 SERBIA 3.3
MACEDONIA 3.3 SLOVENIA 3.0 KOSOVO 35
UKRAINE 3.4 LITHUANIA 3.4 UKRAINE 35
ALBANIA 3.6 KYRGYZ REPUBLIC 3.8 ROMANIA 3.6
BOSNIA 3.6 KAZAKHSTAN 3.9 CROATIA 3.6
KAZAKHSTAN 3.6 ALBANIA 4.0 KAZAKHSTAN 3.6
ROMANIA 3.8 RUSSIA 4.1 KYRGYZ REPUBLIC 3.8
KOSOVO 3.8 MACEDONIA 4.0 MOLDOVA 3.8
ARMENIA 3.8 ARMENIA 4.0 GEORGIA 3.8
KYRGYZ REPUBLIC 3.8 SERBIA 4.1 RUSSIA 4.0
SLOVENIA 3.0 MONTENEGRO 4.2 ARMENIA 4.0
GEORGIA 4.0 TAJIKISTAN 4.3 TAJIKISTAN 4.1
MOLDOVA 4.1 BOSNIA 4.4 SLOVENIA 3.8
MONTENEGRO 4.3 GEORGIA 4.4 ALBANIA 4.4
TAJIKISTAN 4.5 MOLDOVA 4.5 BOSNIA 4.5
RUSSIA 4.5 UZBEKISTAN 4.6 UZBEKISTAN 4.5
AZERBAIJAN 4.8 KOSOVO 4.8 MONTENEGRO 4.6
TURKMENISTAN 4.8 AZERBAIJAN 4.7
Early Transition AZERBAIJAN 4.8 BELARUS 4.8
UZBEKISTAN 5.1
BELARUS 5.7 Early Transition Early Transition
TURKMENISTAN 6.1 BELARUS 5.1 TURKMENISTAN 5.0
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Public Image

NGO Sustainability

2003 2002 2001

Consolidation

Consolidation

SLOVAKIA 2.0 POLAND 2.1 1 2 2
CZECH REPUBLIC 2.1 SLOVAKIA 2.2 2 1 1
ESTONIA 2.2 ESTONIA 2.2 2 2 2
POLAND 2.2 CZECH REPUBLIC 2.4 4 4 4
LATVIA 2.8 LITHUANIA 2.5 5 6 6
HUNGARY 2.7 6 5 5
Mid-Transition LATVIA 2.7 6 7 6
HUNGARY 3.2
LITHUANIA 3.3 Mid-Transition
BULGARIA 3.4 BULGARIA 3.1 8 8 8
CROATIA 3.4 CROATIA 35 9 9 8
BOSNIA 3.8 MACEDONIA 3.7 10 9 10
KOSOVO 3.9 ROMANIA 3.8 11 9 10
KAZAKHSTAN 3.9 SLOVENIA 3.9 12
MACEDONIA 3.9 UKRAINE 3.9 12 11 16
SERBIA 3.9 KAZAKHSTAN 3.9 12 15 16
ARMENIA 3.9 SERBIA 4.0 15 15 12
ROMANIA 4.0 KYRGYZ REPUBLIC 4.1 16 15 12
KYRGYZ REPUBLIC 4.1 BOSNIA 4.1 16 17 20
MOLDOVA 4.2 ARMENIA 4.1 16 17 19
SLOVENIA 3.6 GEORGIA 4.1 16 17 10
UZBEKISTAN 4.3 ALBANIA 4.1 16 21 21
GEORGIA 4.4 KOSOVO 4.2 21 21 21
TAJIKISTAN 4.4 MOLDOVA 4.3 22 17 14
UKRAINE 4.4 RUSSIA 4.4 23 11 14
ALBANIA 4.5 MONTENEGRO 4.5 24 23 25
RUSSIA 4.6 TAJIKISTAN 4.6 25 23 25
MONTENEGRO 4.7 UZBEKISTAN 4.7 26 25 21
Early Transition Early Transition
AZERBAIJAN 5.3 AZERBAIJAN 5.0 27 26 24
BELARUS 5.6 BELARUS 5.6 28 27 27
TURKMENISTAN 5.9 TURKMENISTAN 5.7 29 28 28
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DIMENSION SCORES: 1998 - 2003

COUNTRY LEGAL ENVIRONMENT ORGANIZATIONAL CAPACITY FINANCIAL VIABILITY
NORTHERN TIER 1998 @ 1999 2000 2001 2002 | 2003 | 1998 1999 2000 @ 2001 2002 2003 | 1998 | 1999 2000 2001 @ 2002 2003
CZECH REPUBLIC 2.0 1.8 3.0 3.0 3.0 3.0 2.9 2.9 2.0 2.0 2.0 1.9
ESTONIA 2.0 2.0 2.0 1.8 2.5 2.3 2.2 2.6 2.8 2.6 2.6 2.6
HUNGARY 1.0 1.0 1.0 1.7 14 1.3 2.0 2.0 3.0 2.8 2.7 2.9 2.0 2.5 3.0 2.8 3.0 3.3
LATVIA 4.0 3.0 3.0 2.8 2.6 4.0 2.6 3.3 3.0 2.9 5.0 3.5 3.5 3.5 3.3
LITHUANIA 4.0 4.0 4.0 2.0 1.6 1.6 3.0 2.5 2.5 3.0 2.9 2.6 3.0 3.5 4.0 3.0 2.9 3.0
POLAND 2.0 2.0 2.0 2.0 2.1 2.0 2.0 2.0 2.0 2.0 2.2 2.2 2.0 2.5 2.5 2.5 2.8 2.8
SLOVAKIA 3.5 3.5 2.5 2.5 2.6 2.5 3.0 2.0 15 15 1.7 2.0 4.0 3.0 3.0 3.0 3.0 3.2
SLOVENIA 3.7 3.5 3.3
Average 2.9 2.6 2.4 2.1 2.2 2.3 2.8 2.1 2.4 2.6 2.5 2.8 3.2 2.9 3.0 2.8 2.8 2.9
SOUTHERN TIER 1998 # 1999 @ 2000 | 2001 | 2002 | 2003 | 1998 1999 2000 2001 2002 2003 | 1998 1999 @ 2000 2001 2002 2003
ALBANIA 4.0 4.0 4.0 4.0 3.6 3.5 4.0 5.0 5.0 5.0 4.5 4.2 5.0 5.0 5.0 5.0 4.8 4.6
BOSNIA 5.0 5.0 4.5 4.0 3.5 3.5 5.0 4.5 4.5 4.0 3.9 3.8 6.0 6.5 6.0 5.7 5.5 5.4
BULGARIA 4.5 4.5 3.5 3.5 2.0 2.0 3.0 35 4.5 4.5 4.5 4.4 5.0 5.5 5.2 4.5 3.8 3.7
CROATIA 6.0 6.0 4.0 3.0 2.8 2.8 3.0 4.0 4.8 4.0 4.0 3.8 5.0 6.0 6.6 5.0 51 4.4
KOSOVO 3.0 3.0 4.0 3.3 3.2 4.5 4.5 5.0 4.2 4.3 6.0 6.0 6.0 6.0 5.6
MACEDONIA 3.0 3.0 3.0 3.0 3.0 2.9 4.0 4.0 4.0 4.0 4.0 3.7 5.0 5.0 5.0 4.0 4.6 4.5
MONTENEGRO 3.5 3.5 3.7 3.7 3.4 5.0 5.0 5.0 4.8 4.8 5.5 5.5 5.5 5.5 54
ROMANIA 3.5 3.5 3.0 3.0 3.0 4.0 3.5 4.0 5.0 4.5 4.0 3.8 4.5 5.0 55 4.5 4.5 4.3
SERBIA 5.0 6.0 5.0 5.0 4.5 4.5 5.0 5.0 4.5 4.0 3.9 3.8 6.0 6.0 6.0 6.0 5.5 54
Average 4.4 4.6 3.7 3.7 33 33 3.9 4.3 4.6 4.4 42 41 5.2 5.6 5.6 51 5.0 4.8
EURASIA 1998 #1999 2000 2001 2002 | 2003 | 1998 1999 2000 @ 2001 2002 2003 | 1998 | 1999 2000 2001 @ 2002 2003
ARMENIA 5.0 4.0 4.0 4.0 3.8 3.8 5.0 5.0 5.0 4.0 3.9 3.6 6.0 6.0 6.0 6.0 5.6 55
AZERBAIJAN 7.0 6.0 5.0 5.0 5.0 5.0 6.0 5.8 5.2 5.0 5.0 4.8 6.0 6.0 6.0 6.0 6.0 5.8
BELARUS 7.0 7.0 6.5 6.8 5.0 4.8 4.7 4.8 6.0 6.0 5.7 6.2
GEORGIA 3.0 3.5 3.0 4.0 3.9 3.7 4.0 3.5 4.0 4.0 4.0 4.0 4.0 4.5 6.0 5.0 4.9 4.6
KAZAKHSTAN 4.9 5.0 4.5 4.5 4.2 4.0 4.0 4.5 5.0 4.2 4.0 3.8 4.4 5.5 5.5 5.0 4.8 4.7
KYRGYZ REPUBLIC 3.9 3.5 4.3 52 3.7 3.9 3.9 4.0 4.0 4.0 4.3 4.3 4.2 5.5 5.5 5.5 5.0 5.0
MOLDOVA 3.0 3.0 3.3 3.7 4.5 4.5 4.5 4.2 5.5 5.3 5.2 5.3
RUSSIA 3.0 4.0 4.0 4.2 4.0 4.3 3.0 35 4.0 4.4 3.9 4.3 4.0 5.0 5.0 4.7 4.4 4.9
TAJIKISTAN 6.5 6.0 5.0 4.8 4.6 4.3 6.0 6.0 5.5 5.0 4.5 4.6 7.0 7.0 6.0 6.0 5.5 5.7
TURKMENISTAN 7.0 6.5 6.5 6.5 6.7 6.0 5.8 5.5 5.3 5.3 7.0 6.0 5.5 5.3 6.0
UKRAINE 4.6 5.0 5.0 5.0 4.5 4.0 3.7 3.5 4.0 4.0 3.5 3.9 4.6 5.0 5.0 5.0 5.0 4.8
UZBEKISTAN 5.6 6.0 54 4.4 4.3 4.2 4.2 5.5 5.3 4.8 4.5 4.4 4.4 5.5 55 5.1 5.5 5.5
Average 4.8 5.0 4.7 4.8 4.5 4.5 4.4 4.7 4.8 4.5 4.3 4.5 5.0 5.7 5.7 54 5.2 54




DIMENSION SCORES: 1998 - 2003

COUNTRY ADVOCACY SERVICE PROVISION INFRASTRUCTURE
NORTHERN TIER 1998 1999 2000 2001 2002 2003 | 1998 1999 2000 2001 2002 2003 | 1998 1999 2000 2001 2002 2003
CZECH REPUBLIC 2.0 1.8 1.8 2.0 2.0 2.0 2.2 2.2 3.0 3.0 3.0 3.0
ESTONIA 2.0 1.8 2.1 2.0 2.5 2.3 2.5 25 2.5 2.0 1.9 2.0
HUNGARY 1.0 15 3.0 3.5 3.5 3.3 25 2.0 2.3 2.3 2.3 2.5 2.0 2.5 2.5 2.4
LATVIA 4.0 3.0 2.2 2.0 2.0 2.5 2.4 2.5 2.5 3.0 3.0 3.0 2.8
LITHUANIA 2.0 15 2.0 2.0 1.8 1.6 3.5 3.5 4.0 3.8 3.4 3.0 3.0 2.5 2.3 2.2
POLAND 2.0 2.5 2.0 2.0 2.2 1.9 2.0 2.0 2.0 2.1 2.0 2.0 2.0 2.0 1.9 1.9
SLOVAKIA 2.0 15 15 15 1.6 1.6 2.0 2.0 2.0 2.2 2.2 15 15 15 1.7 1.9
SLOVENIA 3.0 3.0 3.8
Average 2.2 1.8 2.2 2.1 2.1 2.1 2.5 2.4 2.4 2.5 2.6 2.3 2.4 2.4 2.3 2.6
SOUTHERN TIER 1998 1999 2000 2001 2002 2003 | 1998 1999 2000 2001 2002 2003 | 1998 1999 2000 2001 2002 2003
ALBANIA 4.0 4.0 4.0 3.0 3.9 3.6 5.0 5.0 5.0 3.9 4.0 5.5 5.0 5.0 4.6 4.4
BOSNIA 6.0 5.5 4.5 4.2 3.9 3.6 5.0 4.5 4.2 4.5 4.4 5.0 5.0 4.8 4.5 4.5
BULGARIA 2.8 3.0 3.0 3.0 2.5 2.5 4.0 3.0 3.0 2.8 2.9 3.0 3.0 3.0 2.5 2.5
CROATIA 4.0 4.0 2.5 3.0 3.0 3.0 5.0 4.4 4.0 3.7 34 4.0 4.0 4.0 3.9 3.6
KOSOVO 5.0 4.5 5.0 4.1 3.8 4.0 5.0 4.0 5.0 4.8 5.0 5.0 4.0 3.7 3.5
MACEDONIA 5.0 4.5 4.5 4.0 3.6 3.3 5.5 5.5 5.0 4.8 4.0 5.0 5.0 4.5 3.7 3.3
MONTENEGRO 3.5 3.5 4.5 4.7 4.3 4.5 4.5 4.0 4.2 4.2 5.0 5.0 5.0 4.6 4.6
ROMANIA 3.5 4.0 3.5 4.5 4.0 3.8 4.0 4.0 3.5 3.1 3.1 4.0 4.0 4.0 3.6 3.6
SERBIA 6.0 6.0 4.0 3.5 3.3 3.2 4.0 4.0 3.8 4.2 4.1 5.0 4.0 3.0 3.4 3.3
Average 4.5 4.4 3.8 3.9 37 34 4.6 4.4 4.1 40 39 4.5 4.4 4.1 38| 3.6
EURASIA 1998 1999 2000 2001 2002 2003 | 1998 1999 2000 2001 2002 2003 | 1998 1999 2000 2001 2002 @ 2003
ARMENIA 6.0 5.0 5.0 4.0 4.2 3.8 5.0 4.0 4.0 4.0 4.0 5.5 6.0 4.5 4.2 4.0
AZERBAIJAN 6.5 6.0 5.5 5.0 5.0 4.8 4.5 4.5 5.0 5.0 4.8 5.5 4.5 3.0 4.6 4.7
BELARUS 6.0 5.5 5.4 5.7 5.0 5.0 4.9 5.1 5.0 4.5 4.5 4.8
GEORGIA 4.0 3.5 2.0 4.0 4.3 4.0 4.0 5.0 4.0 4.2 4.4 3.5 3.0 3.0 4.0 3.8
KAZAKHSTAN 4.5 4.5 4.5 4.3 4.0 3.6 4.5 4.7 4.0 4.0 3.9 5.0 4.5 4.1 3.9 3.6
KYRGYZ REPUBLIC 3.5 3.5 3.5 3.0 3.3 3.8 4.0 4.5 4.3 3.9 3.8 4.5 4.0 3.8 3.7 3.8
MOLDOVA 5.0 4.2 4.2 4.1 5.0 4.5 4.4 4.5 4.0 3.8 3.8 3.8
RUSSIA 3.0 3.5 4.5 4.9 4.2 4.5 4.5 4.5 4.3 3.7 4.1 3.5 3.5 3.4 3.2 4.0
TAJIKISTAN 6.5 6.0 5.5 5.0 4.5 4.5 55 5.5 5.0 4.5 4.3 6.0 5.0 4.8 4.1 4.1
TURKMENISTAN 6.5 6.3 6.3 6.1 6.1 6.0 5.3 5.0 5.0 4.8 6.5 5.7 5.5 5.2 5.0
UKRAINE 4.4 5.0 4.0 4.0 3.5 3.4 2.5 4.0 3.0 3.0 3.3 3.5 4.0 4.0 3.5 3.5
UZBEKISTAN 4.6 5.5 5.2 51 4.9 51 4.5 4.5 4.0 4.4 4.6 5.0 5.0 4.6 4.7 4.5
Average 4.8 4.9 4.8 4.6 45 46 4.5 4.7 4.3 4.3 4.3 4.9 4.5 4.1 4.1 4.1




DIMENSION SCORES: 1998 - 2003

COUNTRY PUBLIC IMAGE FINAL SCORES
NORTHERN TIER 1998 @ 1999 2000 2001 2002 | 2003 | 1998 @ 1999 2000 2001 2002 2003
CZECH REPUBLIC 3.0 2.5 2.3 2.1 2.4 2.3 2.3 2.4
ESTONIA 2.5 2.0 2.0 2.2 2.4 2.1 2.1 2.2
HUNGARY 2.0 2.0 2.0 2.8 3.0 3.2 1.6 2.0 2.3 2.6 2.6 2.7
LATVIA 4.0 2.0 2.7 3.0 2.8 4.2 2.8 2.9 2.9 2.7
LITHUANIA 3.0 2.5 3.0 4.0 3.8 3.3 3.0 2.9 3.1 2.9 2.9 2.5
POLAND 2.0 2.0 2.0 2.0 2.3 2.2 2.0 2.1 2.1 2.1 2.1 2.1
SLOVAKIA 15 1.0 15 15 1.8 2.0 2.8 2.1 1.9 1.9 1.9 2.2
SLOVENIA 3.6 3.4
Average 2.5 1.9 2.3 2.5 2.6 25 2.7 2.3 2.4 2.4 2.4 2.5
SOUTHERN TIER 1998 @ 1999 @ 2000 | 2001 | 2002 | 2003 | 1998 @ 1999 2000 2001 @ 2002 @ 2003
ALBANIA 4.0 5.0 4.5 5.0 4.6 4.5 4.2 4.8 4.6 4.6 4.6 4.1
BOSNIA 6.0 5.0 5.0 4.5 3.8 3.8 5.6 5.2 4.9 4.5 4.5 4.1
BULGARIA 2.8 4.5 4.0 4.0 3.5 3.4 3.6 4.0 3.7 3.6 3.6 3.1
CROATIA 4.0 4.0 4.0 3.8 3.5 3.4 4.4 4.7 4.3 3.8 3.8 3.5
KOSOVO 3.5 4.0 4.5 3.9 3.9 4.4 4.6 4.6 4.6 4.2
MACEDONIA 5.0 5.0 5.0 4.5 4.0 3.9 4.4 4.6 4.6 4.1 4.1 3.7
MONTENEGRO 5.0 5.0 5.0 4.8 4.7 4.6 4.6 4.7 4.7 4.5
ROMANIA 4.0 4.0 3.5 4.0 3.8 4.0 3.8 4.1 4.1 4.0 4.0 3.8
SERBIA 5.0 5.5 4.0 3.5 4.0 3.9 5.4 5.4 4.5 4.1 4.1 4.0
Average 4.4 4.7 4.3 4.3 40 39 4.5 4.6 4.4 4.2 42 3.9
EURASIA 1998 @ 1999 2000 2001 2002 | 2003 | 1998 @ 1999 2000 2001 2002 2003
ARMENIA 5.5 5.0 5.0 4.0 4.0 3.9 5.5 5.1 5.0 4.4 4.4 4.1
AZERBAIJAN 6.5 6.0 4.5 5.0 5.5 5.3 6.4 5.7 5.0 4.9 4.9 5.0
BELARUS 6.0 5.5 5.2 5.6 5.7 5.5 5.5 5.6
GEORGIA 2.0 4.0 5.0 4.0 4.4 4.4 3.4 3.8 4.0 4.0 4.0 4.1
KAZAKHSTAN 4.0 4.5 4.5 4.1 3.9 3.9 4.4 4.8 4.7 4.3 4.3 3.9
KYRGYZ REPUBLIC 3.8 4.0 4.5 4.5 4.1 4.1 3.9 4.1 4.3 4.3 4.3 4.1
MOLDOVA 5.0 4.3 4.2 4.2 4.6 4.2 4.2 4.3
RUSSIA 4.0 5.0 4.5 4.5 4.4 4.6 3.4 4.1 4.3 4.3 4.3 4.4
TAJIKISTAN 7.0 6.0 5.0 5.0 4.5 4.4 6.6 6.1 5.4 5.1 5.1 4.6
TURKMENISTAN 7.0 6.2 6.0 6.0 5.9 6.6 6.0 5.8 5.8 5.7
UKRAINE 3.9 4.0 5.0 5.0 5.0 4.4 4.2 4.1 4.4 4.3 4.3 3.9
UZBEKISTAN 4.8 5.0 4.8 4.5 4.4 4.3 4.7 53 5.1 4.6 4.6 4.7
Average 4.6 5.1 5.0 4.7 46 4.6 4.7 5.0 4.9 4.6 46 4.6






