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1. Introduction

Eva More-Hollerweger, Julia Litofcenko, Flavia-Elvira
Bogorin, Michael Meyer

1.1. GOALS & BACKGROUND

Civil society and its organizations play an important social, political and economic role in democratic coun-
tries. They provide (social) services, represent interests of minorities or vulnerable groups, perform a watch-
dog function towards politics and public administration, and contribute to community building by involving
different people, e.g. in volunteering and membership. The existence of a vivid civil society is an indicator of
well-functioning democracies that give space to the full variety of different opinions, concerns and solutions.
Civil society organizations (CSOs) are often established where a particular social or political concern emerges.
By combining a mix of various public and private resources - such as public funds, private donations, voluntary
work and membership fees - they are often a source of social innovation.

The political and social environment shapes the operating conditions for CSOs. Political and legal
frameworks can be designed in a way to be either supportive or impeding to a flourishing, engaged and plural-
ist civil society. The most important prerequisite for a vivid civil society is space for the public discussion of
different perspectives. Above that, the voices of CSOs need to be taken seriously in the political process: As
CSOs have a profound expertise in many fields of society, they play a key role in solving manifold social and
environmental problems.

Presently, the culture of open discussion seems to be threatened in an increasing number of countries.
In Central and Eastern Europe’s (CEE’s) democracies, recent political developments appear to jeopardize pro-
gresses made in the past. Against this background, this study aims at shedding light on the dynamics of CEE’s
civil society. Building on our prior research on civil society in CEE (Meyer, M., Moder, Neumayr & Vandor,
2019; Vandor, Traxler, Millner & Meyer, M., 2017), this report gives a brief overview of the status quo and re-
cent developments that directly affect civil society. A further objective is to improve the visibility of civil society
in its many facets, and to highlight the appreciation of CSOs as an integrative part of civil society. At last, we
will list the most important challenges that civil society is currently facing.

The report is structured as follows: The remainder of the introductory chapter 1.2 contains methodologi-
cal information in order to make transparent how the results presented further on were obtained. In chapter 2,
a summary of the current state of affairs and general tendencies affecting civil society is provided. We present
a synopsis of the individual country chapters (see chapter 2) as well as additional analyses based on the survey
data. Chapters 3 to 17 cover one country each. They refer to the survey data and are substantially enriched by a
literature review and the background knowledge of our country experts. The country-specific chapters (a) re-
port key facts about the respective civil society sector, (b) summarize recent political events affecting civil soci-
ety, (c) provide an overview of the legal and political framework relevant to CSOs’ operations, and (d) analyse
the funding possibilities and consequences thereof for CSOs.



1.2. METHODS

The study was conducted by the Competence Center for Nonprofit Organizations and Social Entrepreneurship
at WU Vienna (Vienna University of Economics and Business), commissioned by and in collaboration with
ERSTE foundation as well as with a group of country experts. The inclusion of expert assessments on civil soci-
ety aims at giving a voice primarily to practitioners. Therefore, the study included an online survey in each par-
ticipating country, addressing CSO representatives operating in various fields of activity.

1.2.1. Data collection

The online-questionnaire covers the central topics concerning civil society. These topics were identified in the
course of the feasibility study conducted in preparation of the current study (More-Hollerweger, Moder,
Meyer, M., Millner & Vandor, 2018). They comprise e.g. the legal and political environment, the financial via-
bility and organizational capacity of CSOs and the CSOs’ functions and available infrastructure.

With the assistance of the country experts, we drew a sample of organizations for each country. In most
cases, these experts are also the authors of the country chapters. The sample is based on the following criteria:

- field of activity: a minimum of 5 CSOs from each field of activity according to ICNPO!

- impact region: a minimum of 10 CSOs active on the local/regional, national and European/worldwide
level

- function: a minimum of 20 CSOs engaging in service provision, advocacy and community building

- size: with regard to the organizations’ number of employees, annual revenues etc.

Although the sample is not fully representative, it is designed to reflect the diversity of CSOs in each coun-
try. It was supplemented by means of a snowballing procedure. For this purpose, we asked the survey respond-
ents to forward the invitation to participate to other relevant organizations.

Over the course of the Civil Society Survey (2018), three data collection phases were carried out:

- August to September 2018: Pre-survey conducted online by WU Vienna in cooperation with the local
experts

- September to October 2018: Civil Society Survey conducted online by WU Vienna

- November 2018: Follow-up in selected countries through own research, telephonic contact, purchase
of CSOs’ contact information, sharing on various online platforms, by activating various multipli-
ers/disseminators etc.

Table 1-1 below provides an overview of the return rate of the main survey conducted between September and
October 2018. In view of the low return rate in Poland, the country was excluded from further analysis.

! The category system for fields of activity is based on Salamon & Anheier, 1996.



TABLE 1-1: CIVIL SOCIETY SURVEY 2018 — RETURN RATE

198 58

Albania 29% 44%
Austria 357 48 13% 69%
Bosnia and Herzegovina 153 54 35% 44%
Bulgaria 209 42 20% 54%
Croatia 193 37 19% 57%
Czech Republic 248 54 22% 51%
Hungary 596 49 8% 56%
Kosovo 235 85 36% 36%
North Macedonia 188 58 31% 43%
Moldova 208 90 43% 40%
Montenegro 204 68 33% 58%
Poland 875 13 2% 70%
Romania 205 58 28% 55%
Serbia 248 78 31% 37%
Slovakia 535 51 10% 44%
Slovenia 195 45 23% 42%
Total (excluding Poland) 3,972 875 22% 51%
Source: Civil Society Survey, 2018
1.2.2. Data analysis

Overall, 1,758 organizations participated in the online survey. In some cases, different members of one organi-
zation completed the online questionnaire. These cases were compared manually, to identify the most com-
plete and plausible questionnaire for each organization. This procedure led to the removal of 102 duplicate
cases, which were not considered in the further analyses. 768 participants did not give consent to use their
data, did not provide information to identify their organization, and/or did not provide information consid-
ered essential®. Those cases were not considered in the analysis of data either. 13 completed questionnaires
from Polish CSOs were excluded, because the overall return rate in Poland was too low to allow for any mean-
ingful analyses at the country level. 875 cases with mostly complete and plausible data remained. These form
the basic population for all analyses presented in this study.

The data was mainly analysed descriptively (e.g. frequency analyses, cross table analyses). We used bar
graphs and boxplots to visualize the results. For an instruction of how to interpret boxplots, see chapter 2,
where the boxplot is displayed for the first time. For analysing and interpreting the answers to open questions,
we applied a qualitative categorical system. This was used for the coding and summarizing of responses.

2 Le. the organizations’ characteristics & fields of activity, the respondents’ position within the organization, the funding sources and op-
portunities for their own organization as well as the whole field of activity and an assessment of the legal and political environment.



2. Cross-border overview — the state of civil so-
ciety in 15 CEE countries

Michael Meyer, Flavia-Elvira Bogorin, Julia
Litofcenko, Eva More-Hollerweger

2.1. POLITICAL AND LEGAL ENVIRONMENT

The political and legal environment considerably determines the fertility of the soil on which CSOs operate. It
defines to what extent CSOs can act independently and freely, their position in the socio-political discourse
and the resources available for their purpose. Political actors at different levels, i.e. local, regional, national and
supranational, shape the political and legal environment. Across all countries, both in EU and non-EU coun-
tries, the European Union (EU) is perceived as the most supportive political institution towards CSOs (see Fig-
ure 2-1). As most CSOs in the sample indicate the national level as their range of impact (59%), this is some-
what surprising. To some extent, this may be due to the fact that larger, more professional CSOs tended to par-
ticipate in the study. Almost 80% of the surveyed CSOs receive funding from the EU or foreign foundations
(among others). These numbers support the theory of CSOs being part of a world society, with the local envi-
ronment and international actors instead of nation states as the main focal points (Meyer, J.W., 2010).

Nevertheless, the national political climate exerts a major influence on CSOs. Overall, there is a trend
towards a shrinking space for civil society: In Austria, the center-right national government, which is in of-
fice since 2017, appears to be a major impeding factor for the work of many CSOs. The same is true for Hun-
gary under the Orban-government. Whereas the Austrian institutional framework is still rather stable and
CSOs can operate freely and enjoy a high prestige within society, CSOs in Hungary report major concerns re-
garding their scope of action. This is restricted by the government’s preferential treatment of state-affiliated
CSOs when it comes to the allocation of public funds. This course of action might threaten CSOs that are criti-
cal of right-wing politics. The tendency of shrinking space for civil society resulting from restrictions and at-
tacks from leading political actors can be identified throughout the entire CEE region and is supported by the
country chapters.

In summary, Figure 2-1 provides a clear picture: Across all countries, the EU is the most supportive actor for
CSOs. For all countries, the local (regional, municipal) level of government proved to be more supportive than
the national level. As mentioned above, this might be explained by the CSOs’ criticism of populist and right-
wing governments in some countries, where the discrepancy is particularly high, e.g. in Austria, Hungary, and
Romania. In other countries, it might be a result of central government’s paralysis, e.g. in Bosnia and Herze-
govina (BiH). It is still surprising that the EU has such a positive reputation amongst CSOs in all countries. In
times of trouble, the EU seems to be a tower of strength for civil society.



FIGURE 2-1: SUPPORTIVENESS OF POLITICAL INSTITUTIONS FOR CSOS
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In addition to the general political climate, the legal and administrative environment shapes the CSOs’ scope of
action. Figure 2-2 shows the assessment of some of the relevant aspects in a cross-country comparison: Firstly,
a general assessment whether CSOs feel they can operate freely within the law, secondly, the appropriateness
of the bureaucratic burden for CSOs and thirdly, the transparency of the allocation of public funds.

As Figure 2-2 shows, CSOs in Hungary and, to a lesser extent, in Croatia, Romania and Bosnia and
Herzegovina feel that the legal framework restricts their actions. Czech, Slovenian and Kosovan CSOs declare a
high degree of freedom of operation. The allocation and use of public funds is considered particularly problem-
atic in Serbia, Bulgaria, Romania, Albania and Bosnia and Herzegovina, while in the Czech Republic, Slovenia,
Austria and Montenegro the procedures are assessed more positively.



FIGURE 2-2: LEGAL FRAMEWORK
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The following country reports provide an overview of the most important legal regulations for CSOs and the
current state of political discussion in this respect. As an example, the legal public benefit status of CSOs is
currently debated in many countries with different results. In Hungary, the procedures for registration have
changed and put additional administrative burden on CSOs. They have to re-register under new disadvanta-
geous conditions. In Kosovo, adopted amendments make the status of CSOs insecure. In North Macedonia, the
adoption of advantageous changes to the legal status was postponed to an indefinite date. In the Czech Repub-
lic, the parliament has finally ruled out the legal status, which was defined in the Civic Code 2012, but imple-
menting laws were never passed. This legal uncertainty yields serious consequences for CSOs. For instance,
their ability to receive redirected income taxes from individuals by means of the 2% tax designation mecha-
nism (e.g. in Croatia, Moldova, Slovakia and Romania) or to benefit from tax exemptions (e.g. in the Czech Re-
public, Moldova and Kosovo) is dependent on their public benefit status.

2.2, RESOURCES

The accessibility of various funding sources is another crucial factor determining the room for maneuver of
CSOs. Public funds often enable CSOs to contribute to the public good in terms of service delivery, especially in
the field of social services. Private funds like donations, on the one hand, allow CSOs to execute a watchdog
function. In general, the number of financing sources has increased in recent years due to new technical devel-
opments through digitalization (e.g. crowdfunding platforms), but also due to new financing instruments in
the field of social impact investment. On the other hand, governments in some countries try to limit and con-
trol the funding sources available for CSOs, as in the case of the so-called “Stop Soros Law” in Hungary.

The results of our survey show that funding opportunities are rather diverse across all countries
(see Figure 2-3). In general, private funding is more easily available for CSOs in EU countries compared to



countries that do not (yet) belong to the European Union. To some extent, this tendency is a reflection of the
levels of economic wealth: The correlation between the availability of private funding and the respective GPD
per capita® amounts to 0.7. However, exemptions like Croatia, Romania and Moldova demonstrate that cul-
tural and institutional idiosyncrasies can heavily influence the availability of private funding for CSOs as well.
Funding from foundations is a particularly important source of income for CSOs in many countries where pri-
vate funding is scarce, i.e. especially in non-EU countries. Public funding sources (e.g. EU funds, government
funds) have a fundamental role in the funding of CSOs in all countries, implying that no civil society can thrive
based on private funding and/or foundations alone.

FIGURE 2-3: FUNDING OPPORTUNITIES
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As will be laid out in more detail below, every source of funding comes with different benefits and risks. Hence,
it is not possible to draw conclusions from the accessibility of various funding sources to the overall financial
health of a country’s civil society. Hungarian and Croatian CSOs, for example, report a rather dim financial via-
bility (see Figure 2-4 and Figure 2-5), which in Hungary correlates with problems with public funding schemes
and funding from foundations. Croatian CSOs, on the other hand, rely mainly on public funding, whereas pri-
vate funding is barely available. Bulgarian and Romanian CSOs report unstable funding situations in the last
three years and the years to come, although private and public funding and funding from foundations are rela-
tively easily accessible.

While CSOs with predominantly public funding may be subject to biased government decisions and an
opaque allocation of funds (see chapter 2.1 above), privately funded CSOs are threatened by the phenomenon
of “mission drift”. As a result of their financial dependency on donors, CSOs tend to pursue the goals and
interests of their donors, or they frantically thrive for any kind of external funding, e.g. by applying for all
available tenders. Especially smaller, less professionalized CSOs are affected by this so-called projectization.

3 International Monetary Fund, World Economic Outlook Database (last accessed: 12 May 2019).
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Respondents from Slovakia, Kosovo and Bosnia and Herzegovina, three countries characterized by a large
share of smaller organizations, mentioned this threat. A way to counteract this development is the diversifica-
tion of funding sources. This could safeguard financial sustainability and autonomy from funders. In the Czech
Republic, Moldova and Serbia, respondents particularly stress the need of diversifying funding.

The European Union is not only perceived as the most supportive political actor, but also as an im-
portant funder. EU candidate countries, such as Albania, Bosnia and Herzegovina and North Macedonia, par-
ticularly express hopeful attitudes towards the role that the EU will continue to play in developing the civil so-
ciety. CSOs in these countries expect an increase of European funds in the years to come. However, in the post-
accession years, a decrease in the involvement of international donors in developing countries is reported, as
already concluded in prior studies (Meyer, M., et al., 2019; Vandor et al., 2017). Furthermore, the foreign
funds still available have a narrower purpose and are harder to access (e.g. tenders for larger European pro-
jects). This threshold hinders smaller CSOs to engage. The withdrawal of foreign donors in the post-accession
phase is addressed in Bulgaria, the Czech Republic and Romania.

Respondents also expect that new funding mechanisms such as crowdfunding will gain importance
as an addition or even an alternative to traditional sources. This is reported from Romania, Slovakia and Bul-
garia. In addition, CSOs see social entrepreneurship as a chance to achieve financial sustainability. Especially
in Moldova, Bosnia and Herzegovina, Croatia and the Czech Republic, the respondents report awareness and
recognition of social entrepreneurship.

The organizations participating in the survey also assessed the financial sustainability of CSOs and the
stability of funding in their fields. In general, the financial situation seems rather stable in many countries,
except for Croatia, Hungary, Romania, and Bulgaria, where respondents answered more skeptically (see Figure
2-4). This could be linked to the trend towards decreased foreign funding in the years following the EU acces-
sion.

FIGURE 2-4: STABILITY OF FUNDING IN CEE
How to interpret a

boxplot

Austria e
F.‘or each boxplot, the grey Czech Republic w35
line represents the median
sk Hungary - e28
belled above the black Slovakia _
rhombus. Tife upper and Croatia T .
lower quartiles each rep- _
resent 25% of the data and Slovenia S 32
are illustrated by a hori- Bulgaria S e28
zontalgrey fine marked Romania o e2s
out by whiskers. )

Albania Ce32
Depicted in blue is the in- Bosnia and Herzegovina -~ e32
terquartile range repre- Kosovo Ce31
senting the remaining 50% i

: Macedonia .

of the data. The size of the
boxplot indicates the Moldova S e
spread ofthe data. Ouli- Montenegro e
e o 1<y serbia e
dots outside of the upper
and lower quartiles. 1- not stable at all 2 3 4 5 - very stable

Source: Civil Society Survey, 2018, n = 861

11



Czech and Slovenian CSOs are rather optimistic about the future, whereas Hungary, Romania, Bulgaria, and
Austria expect more problems with funding. Rather hopeful are North Macedonian, Montenegrin and Alba-
nian CSOs, organizations in countries with easy access to EU and other foreign funds because of their candi-
date status for EU membership (see Figure 2-5).

FIGURE 2-5: POTENTIAL FOR FUTURE FUNDING IN CEE
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The major correlates of a stable funding situation and optimism about future funding prospects are the free-
dom and prestige that CSOs enjoy within their socio-political environments. CSOs that are optimistic about
their future and their funding prospects report that (1) politicians consider them as equal partners, (2) involve
them in finding solutions and (3) they can play watchdog roles without any fear of repressions, and that (4)
they can easily mobilize citizens and (5) recruit volunteers. These CSOs are less concerned about their funding
prospects. Of course, professionalization also contributes to a stable financial situation, but exerts a quantita-
tively much lower influence.

2.3. SUMMARY & QOUTLOOK

In many countries, the shrinking of space for civil society is related to the increased orientation of leading po-
litical actors towards right-wing doctrines and the rise of populism in the CEE region. This is not limited to
Hungary or Austria, but also affects Slovakia, Slovenia and the Czech Republic. Consequences of these devel-
opments are the “criminalization” of CSOs with views critical of the dominating political ideology, in particular
of those opposing restrictive immigration policies. This also leads to an increased polarization in civil society.
A further phenomenon described by the country experts is the emergence of a shadow civil society comprised
of politically affiliated CSOs. These CSOs colonize the civil society and attempt to mimic its purpose and ac-
tions, which creates an environment consisting mostly of government-supportive CSOs and limits the diversity
in civil society. This is principally the case in Romania, Serbia, Croatia and Hungary (Greskovits, 2017). Recent

12



amendments to the Romanian tax law restrict individuals’ redirecting of a part of their income tax solely to
state-approved NGOs from the social sector (see chapter 14.2).

At the same time, these impediments also serve as a source of empowerment for the civil society, as
community-based, grassroots initiatives emerge as a counteraction. Furthermore, some country experts report
an increase in advocacy and watchdog activities as an opposition to current political trends in Hungary, Mol-
dova, Slovakia and Albania. This often leads to more creative solutions for obtaining funding, e.g. by making
use of new funding mechanisms such as crowd funding or by pursuing a strategy of social entrepreneurship.

The political environment is also one the major topics when it comes to future prospects. CSO represent-
atives across all countries expressed their concerns regarding the current political climate: hate speech, crimi-
nalization of CSOs and their work and fake news are threats impeding the space of CSOs, especially in the field
of human rights, the support of migrants and the watchdog and advocacy organizations. Some respondents
predict a growing political and social apathy, others are more optimistic that CSOs will succeed in mobilizing
people to get more involved, in building strong communities and in creating a culture of requesting accounta-
bility from the government. This is important for both, the virtual as well as the “real” communities. It is
pointed out how important it is for CSOs “to earn their coherence and trust in society”.

Hope lies with the EU, especially among accession candidates. However, some respondents are con-
cerned about current developments in the EU, such as the growing polarization, nationalism and populism.
They fear a greater influence of political parties on CSOs in terms of colonializing and building up their own
CSOs. As a reaction to current developments, some CSOs might withdraw from their watchdog function in or-
der to sustain their (public) funding and concentrate on their mere service function. Others might be encour-
aged to focus on their watchdog role, on advocacy and activism. An increased collaboration and solidarity
among CSOs would be a desirable trend in this regard.

Funding is a major topic for CSO practitioners, and it will most likely keep its dominance in the upcom-
ing years. Some of the respondents critically reflect the donor dependence of CSOs and stress the importance
of strong, independent CSOs for the development of democratic structures. Financial sustainability is con-
ceived as one of the greatest challenges for CSOs, especially since public funding remains underdeveloped in
many countries. Social entrepreneurship and social business might be a strategy, which will gain importance,
according to the CSO practitioners. Especially smaller and donor-driven CSOs that operate alone will face a
rough weather. Larger CSOs that cooperate in networks and CSOs capable of mobilizing the general public
have a better forecast, as they will gain more influence.
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3. Albania

Elona Dhémbo

The year 2018 did not bring the expected developments that would provide a more enabling environment for the
Albanian civil society sector. Several of the old problems persisted due to the incomplete legislation, the prob-
lematic legal conduct and the inconsistent behaviour of important actors (e.g. public institutions or central and
local government bodies). Albanian CSOs still had to cope with issues of centralized procedures, additional fi-
nancial burdens from disputed fiscal regulations, high dependency on foreign donors due to the lack of diversifi-
cation of financial resources and limited access to public funds. Nevertheless, in 2018, Albanian CSOs grew
stronger, especially in their advocacy and watchdog functions, and got involved in new practices, such as sub-
granting. In 2018, the civil society was the best-performing sector in the country in terms of democratic pro-
gress. While 2018 did not entail any significant changes concerning the challenges the sector still faces, it was
characterised by an unusual wave of grassroots movements and activism. As the Civil Society Survey (2018)
shows, for the next 5 years, CSO practitioners expect an increase in competition in the sector, which will fuel a
diversification of the CSOs’ portfolios, more investments in the sector’s human resources and a greater attention
to PR, technology and social media. Migration and other demographic changes are expected to shape the major
areas of interventions. Finally, all involved actors, particularly the National Agency for Civil Society, are ex-
pected to play a more supportive role in meeting the objectives of the Road Map for an enabling environment for
CSOs in the country.

Albania: Key facts
3.1. INTRODUCTION

Population: 2,870,324 (INSTAT, 2018)
Stifled during the communist regime, the civil society
sector in Albania has now progressively expanded, fol-
lowing the drastic changes of the 1990s, and it currently
appears as the best-performing sector in terms of demo-
cratic progress (Kajsiu, 2018). Nevertheless, after almost

EU membership status: candidate country (since 2014)
GDP per capita: 5,560 USD (IMF, 2019)

Number of CSOs: 11,426 (according to Tirana District
Court, 2018)

three decades since the fall of the communist regime,
data is often incompatible and unreliable, and it remains
almost impossible to estimate the size of the sector, its
activities, and its impact4.

While the sector has broadened and diversified
across areas and levels of intervention, it continues to
suffer from issues of disproportional distribution across

Number of active CSOs: 2,146 (according to Tax Office
General Directorate, 2018)

Number of active CSOs/1000 citizens: 0.7 (INSTAT
2018; according to Tax Office General Directorate, 2018)

Most developed fields of activity: human rights; good
governance; social services (TASCO, 2013: 22)

Population share engaging in volunteering: 7% (CAF
2018)

4 The year 2018 started with some 7,838 registered CSOs, but only 2,032 qualified as active, according to the tax office system (Hoxha,
Topi, Tavani, 2018: 7). By the end of the year, the number of CSOs registered with the AMSHC (National Agency for Civil Society) was
only 602. For a region-based breakdown of the total number of registered CSOs, please visit http://www.amshc.gov.al/web/ojf/ (last
accessed: 20 February 2019).
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the countrys, a domination of small CSOs, many of which are non-operational or struggling to survive between
projects, underdeveloped capacities and infrastructure, and poor financial suitability (Dhémbo, 2017; Ljung-
man, Huibregtse, Paabgl Thomsen, 2018). Although 2018 did not leave any significant signs of change with
respect to these challenges, it was characterised by an unusual wave of grassroots movements and protests® by
various groups of interest with the support and engagement of CSOs?.

More insight on the developments of 2018 are provided in the following sections that combine the data
and information from a literature review, secondary sources and primary data collected through a survey with
civil society representatives, whose characteristics are summarised in the box below.

Which organizations participated in the Civil Society Survey?

The results on Albanian CSOs derive from the data elicited from 58 practitioners who participated in the Civil
Society Survey (2018). About 32% of them represented CSOs established in the 1990s, while the majority
(68%) represented CSOs founded after 2000. Their fields of activity represent a wide variety of areas ranging
from arts to business and religion; however, the predominant areas of activity for the CSOs that participated in
this survey include social services (27%), law, advocacy and politics (20%) and education and research (18%).
These three fields make up the main areas of activity reported by the participants, followed by environment
and animal protection as the fourth main field of activity (with a frequency of just 7%). None of the partici-
pants reported their CSO to be dedicated exclusively to either services or community building activities. In
contrast, the vast majority of the CSOs (82%) fulfils a combination of all three functions, service delivery, ad-
vocacy and community building. Almost 40% of them report a high degree of professionalization in the CSOs
they represent, while 28% report that the degree of professionalization in their CSO is low.

Foreign donors represent the main source of funds (in 81% of the cases), followed by EU funds (70%).
Government funds (be it at the local, regional or central level), funds from domestic foundations and those
from other donations (such as membership fees, sales revenues etc.) are less present as financial sources
(fewer than one in four respondents reported one of them). The CSOs’ total revenues for 2017 range from less
than 5,000 EUR (11%) to more than 1 million EUR (4%), while most (45%) earned between 100,000 and 1 mil-
lion EUR. This finding suggests that the sample consists of rather large, well-established organizations. Only
13% of the surveyed CSOs target rural areas exclusively. The rest either work solely in urban areas (13%) or
claim to target rural and urban areas equally (75%). This distribution indicates a deviation from the structure
of the civil society sector as a whole, given that CSOs are for the most part localized in the country’s capital
(AMSHC, 2018; Dhémbo, 2017; Ljungman et al., 2018). The majority of the participating CSOs operates na-
tionally (58%), but another good portion (42%) reports to be working regionally as well. More than half of the
experts (60%) are very confident that their organization will still exist in 3 years.

3.2. POLITICAL AND LEGAL FRAMEWORKS
Recently, Albania’s political and legal framework for CSOs has reached important milestones and an improve-

ment in the way the legal environment for civil society is perceived by the CSOs themselves (USAID, 2018: 13).
Since 2001, the Law on Non-profit Organizations (Law no. 8788) has been clearly regulating registration and

5 The vast majority of CSOs are registered and operate in the capital Tirana.
6 A summary of some of the main protests during 2018 can be found here http://shqiptarja.com/lajm/2018-viti-i-protestave-né-shqipéri
(last accessed: 20 February 2019).

7 This trend was identified in the previous years too, when organized civil society groups were reported to have undertaken “some highly
publicized actions regarding environmental issues, education reform, protection of vulnerable groups, and occasionally, the agenda of
EU integration” (BTIL, 2018: 10).
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operational procedures for CSOs in the territory of the Republic of Albania, and more recently, a set of im-
portant legal and political arrangements have addressed some of the main concerns in the sector related to is-
sues of volunteering and social enterprises. Moreover, a road map aiming to create an enabling environment
for CSOs in Albania (since 2015) has contributed to the overall progress in the CSOs’ perception of the overall
political and legal frameworks in the country.

Nevertheless, this upward trend of an improving political and legal environment for CSOs in Albania
has not kept the same pace during 2017 and 2018. The long-articulated need for a decentralised and cost-free
registration procedure for CSOs, aiming to increase access to the registration procedures for those from remote
areas and/or vulnerable groups, and the process of drafting a new law on philanthropy3 still have to be ad-
dressed (USAID, 2018). In addition, the Law on Volunteerism and the Law on Social Enterprises, both in force
since 2016, are non-operational due to the lack of by-laws. Finally, a shadow report® on the implementation
progress of the Civil Society Road Map, covering the period from its drafting in 2015 to April 2018, finds that
out of the 53 foreseen measures only 4 were fully implemented, 6 are in progress, 41 are not implemented, and
there is lack of data on 2 of the measures (KKSHC, 2018: 11).

Practitioners participating in the Civil Society Survey (2018) were asked to share their opinion on the
role the various institutions play within the overall political environment for CSOs in the country. Foreign or-
ganizations and institutions such as the EU, the UN and NATO are among the most trusted institutions for the
Albanian public (Papa & Dauti, 2018: 5). The trend also seems to hold true for the perception of the EU’s role
among the surveyed CSOs. When it comes to support from national institutions, the local level governmental
institutions (LGI) score highest (see Figure 3-1). The processes of the territorial reform and decentralisation
have created new competencies and opportunities for the LGIs to engage with local CSOs. Many of them were
engaged in the process of drafting their respective local social plans in 2017 and 2018 (a new responsibility of
the local governments) and envisaged specific roles for the CSOs (Bisha, 2017).

FIGURE 3-1: ALBANIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

national
government

lecal/ municipal
gowvernment

authorities

administrative
authorities

1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 56 to 58

As presented by the results in Figure 3-1, the situation is worse for the national government. Despite the estab-
lishment of the National Council of Civil Society'?, which has facilitated the collaboration between CSOs and

8 A new law on philanthropy has been identified as necessary for a more enabling environment for CSOs in Albania (USAID, 2018).

° The shadow report is prepared by the civil society members within the National Council for Civil Society (KKSHC).

10 The National Council for Civil Society is a body composed by representatives of public institutions, CSOs and the business community.
The council is set up and works based on Law no. 119/2015 “On the setting up and function of the National Council of Civil Society“.
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the government, various obstacles inhibit the implementation and coordination of CSOs, and public institu-
tions and prevent CSOs from a meaningful engagement in the policy dialogues in the country (European Com-
mission, 2018). Examples for these obstacles are the continuous reform in the public administration and the
high turnover rates. These make it difficult for the National Council of Civil Society to work properly, as it often
lacks the representatives from the government. Likewise, there is still little progress from the government’s
Department of Strategy and Foreign Aid Coordination in taking over the responsibility of coordinating the civil
society sector (KKSHC, 2018).

In addition, issues of legal conduct are problematic when it comes to the implementation of the legal
framework, maintaining transparency and reducing the level of bureaucracy. These problems might explain
the lower scores received by the taxation and administrative authorities in the Civil Society Survey (2018) (see
Figure 3-1), as well as the perceived dissatisfaction of the surveyed practitioners with the tax law (see Figure
3-2). Overall, the tax regime for CSOs remains problematic. This is a significant financial burden for CSOs and
the current legal environment does not support alternative funding sources. Tax incentives for corporate dona-
tions do not stimulate donations to CSOs, and there is no tax incentive for individual donations. Public funding
for CSOs remains limited and not legally regulated at the central and local level (European Commission, 2018:
12).

FIGURE 3-2: ALBANIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

corporate law
1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 52 to 58

The financial burden that the current tax regime creates, corresponds to the perceived lack of transparency in
the allocation and use of public funds for CSOs and to the high level of bureaucracy CSOs participating in the
Civil Society Survey (2018) have to face (see Figure 3-3). Finally, yet importantly, CSO representatives report a
predominant trend of being treated as businesses by the responsible public authorities who often disregard the
legal framework for CSOs (Civil Society Survey, 2018).

Its main mission is to ensure the institutional cooperation between public institutions and civil society towards a more democratic
society (for more details see: http://www.amshec.gov.al/kkshe/?page_id=129&lang=sq, last accessed: 18 April 2019).
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FIGURE 3-3: ALBANIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

CS0s are allowed to

operate freely within the law
There are transparent
procedures for the allocation and
use of public funds for CS0s

The bureaucracy for CS0s

is within acceptable limits

1- strongly disagree S - strongly agree

Source: Civil Society Survey, 2018, n = 54 to 58

Further developments and improvements required with respect to the legal framework and legal conduct for
CSOs, as proposed by the participants in the survey, can be clustered into two main topics: the procedural and
fiscal regulations and the thematic laws relevant to the area of the CSOs’ activity (Civil Society Survey, 2018).

Registration, tax and procurement laws and regulations remain the surveyed Albanian CSOs’ three major
concerns, as illustrated by the results in Figure 3-2. Particularly problematic are the persisting issues related to
(Civil Society Survey, 2018)

- the centralisation of the registration process (in Tirana)

- the burden of the fiscal regulations providing no support for CSOs

- thelabor law that requires at least one permanent employee per CSO to be registered and to contribute

to social insurance schemes at all times (even when CSOs have no running projects/budgets)

- the only partially operational law on volunteerism

- thelack of regulations, mechanisms and practices for the procurement of services from CSOs, which

complicate the access to public funds

Some of the thematic suggestions identify needs for new or reviewed laws and regulations, e.g. in the areas
of art and culture, corporate social responsibilities as well as laws and regulations dealing with the communist
past, governmental intervention and/or control of the media (Civil Society Survey, 2018).

While, on the one hand, the need for legal improvements is noteworthy, on the other hand, the surveyed
practitioners report that CSOs contribute to the improvement of the legal conditions in society and that they
can mostly fulfil their watchdog function without being impaired by the government (see Figure 3-4). How-
ever, an active and meaningful engagement of CSOs in policy debates is still lagging behind. The Law on Public
Consultations is not completely operational due to the lack of by-laws and regulations (KKSHC, 2018). Fur-
thermore, the webpage for public consultations!! has a very limited functionality, the civil servants are re-
ported to have poor knowledge of the procedures, there are no annual reports on the public consultation pro-
cesses, and there is no record on the impact of such consultations, as CSOs have no access to the results of the
processes conducted (KKSHC, 2018).

11 The Albanian webpage for public consultation is available at: http://www.konsultimipublik.gov.al/ (last accessed: 20 February 2019).
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FIGURE 3-4: ALBANIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS

CS0s can play a watchdog role
without having to fear
any government repressions
CS0s are considered equal
partners in finding solutions
for social/ecological problems
CS0s are actively involved
by political actors to participate
in political discussions
CS0s have a significant impact
on improving the legal conditions
in society
CS0s have a significant impact
on improving the social environment
in society

CS0s can easily find volunteers --
CS0s can easily mobilize
citizens to support
their goals and activities

1- strongly disagree S - strongly agree

Source: Civil Society Survey, 2018, n = 55 to 58

3.3. RESOURCES

The financial viability and sustainability are the dimensions scoring worst, when assessing the civil society sec-
tor (see for instance USAID, 2018). The financial sustainability of the sector is challenged by a combination of
factors, including a high dependence on foreign donors, little opportunity to access state funds and a lack of
alternative resources (Hoxha et al., 2018; USAID, 2018). All CSOs depend heavily on foreign funds and dona-
tions. This is reflected in the results of the Civil Society Survey (2018) that rates EU funds and funds from for-
eign foundations as the most accessible ones (see Figure 3-5).

The allocation of public funds for CSOs is still poorly regulated and not transparent. As a result, the
access to public funds is still very low. For more transparency in this respect, the road map for an enabling en-
vironment for CSOs requires the creation of a database containing data on the allocation of the state budget to
CSOs as well as on the publication of annual reports on this topic. So far, none of the two measures has been
implemented.

The incomplete legal framework for the procurement of services from CSOs makes it impossible for
local governments to develop mechanisms and practices in this respect. It is reported that several by-laws that
are still in the drafting process restrict the opportunity for public procurement of social services offered by
CSOs (KKSHC, 2018). Similarly, there is an emergent need to legally address the concerns raised with refer-
ence to private donations and philanthropy. Presently, corporate donors benefit from a minimal percentage of
4% in tax reductions, while there are no incentives at all for individual donations!2 (CAF, 2018). Funds from
membership fees are rare, primarily due to the low number of membership-based CSOs in the country (see
Figure 3-5).

2 According to the 2018 CAF World Giving Index, Albania ranks 64t when it comes to donating money, with a score of 28%.
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FIGURE 3-5: ALBANIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 55 to 57

With reference to the perception of the sustainability of funds across time, a tendency for polarisation in atti-
tudes among the surveyed CSO representatives is visible. EU funds and funds from foreign foundations, alt-
hough generally speaking more generous in terms of size, are perceived as more accessible for the bigger and
more professionalized CSOs. On the other hand, smaller CSOs have much more limited access to such funds.
In addition, a new trend of sub-granting of funds from international sources to small, local CSOs through big,
national CSOs has been criticised with respect to the high fragmentation of funds and the limited impact of the
many, but nonetheless small interventions it produces (Civil Society Survey, 2018). This might explain the ob-
servation in Figure 3-6, where the largest differences between the assessment of the past three years and the
forecast for the upcoming three years are noticed at the most extreme values (1 declining and 5 improving).
However, the stability of funding in the past did not pose challenges for 40% of the surveyed practitioners, and
the future prospects in terms of funding opportunities tend to be assessed quite optimistically by almost half of
the respondents. A possible explanation for this rather positive outlook is the previously mentioned bias in the
sample towards larger, more professionalized organizations.

FIGURE 3-6: ALBANIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTENTIAL FOR FUTURE
FUNDING (NEXT 3 YEARS)

Stability of funding
(1 - not stable at all, 5 - very stable)

Potential for funding

(1 - declining, 5 - improving)

32% 16%
. 1 . 2 3 .4 . 5

Source: Civil Society Survey, 2018, n = 57 to 58

Financial insecurities, which derive from the perception of an incremental withdrawal of the international
foundations and a very slow pace of increase in national and local opportunities, together with the high de-
pendency on donor agendas, lead to a long list of unmet needs that the survey respondents report as difficult to
cover. It has traditionally been very difficult to raise funds to support the delivery of social services (Hoxha et
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al., 2018; USAID, 2018). Likewise, little attention has been paid to issues of rural life and the socio-cultural life
in small towns and villages, education and vocational training, mental health, media ethics and impartiality,
community participation, child labor and wellbeing as well as scientific research and evidence-based policy-
making (Civil Society Survey, 2018).

3.4. FUTURE PROSPECTS AND OUTLOOK

In the Civil Society Survey (2018), CSO representatives were asked to share their thoughts and opinions on the
potential of the sector for the next five years. Overall, they predict that the CSO sector will become more com-
petitive, with opportunities for large CSOs to continue growing, while small CSOs will rather struggle to sur-
vive. However, for the ones that will survive, they predict a stronger role and profile in empowering and pro-
moting active citizenship as well as more professionalization, a greater influence through their advocacy efforts
and a higher threshold of resilience against the interventions and the control of the political parties.

Although financial insecurities might increase due to the withdrawal of the international donors, it is
believed that the EU accession process will open up new opportunities for the civil society sector. In addition, a
diversification of internal sources for financial support is expected to unfold. In particular, the development of
procurement regulations and procedures is expected to make public funds accessible for CSOs (Civil Society
Survey, 2018).

The greater competition and higher standards expected to be met by CSOs in the coming years are ex-
pected to create more pressure and investment in human resources. Efforts to improve capacities in public re-
lations, the use of social media and technology will need to gain more ground. Especially small, peripheral
CSOs might be affected by brain drain due to the high migratory rates in the country, which might leave them
with a shortage of qualified human resources. Therefore, migration, together with other demographic changes,
is listed among the factors that are expected to shape the thematic future of most CSOs. Issues related to an
ageing population will climb up the agenda. There will be a growing interest in social services in general and in
those for the elderly in particular (Civil Society Survey, 2018).

According to the surveyed practitioners (Civil Society Survey, 2018), one mechanism that could be
used to make CSOs more resilient to these changes is the diversification of their thematic portfolio. The areas
of intervention that are expected to expand include advocacy, watchdog functions, social services, rural devel-
opment, tourism, human rights, child protection and wellbeing, gender equality and women’s rights, open data
and open governance. A more supportive, effective, loyal and transparent role is expected to be played by the
National Agency for Civil Society, so that the objectives of the road map will be met and the environment for
CSOs in the country will improve the CSOs’ working conditions.
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4. Austria

Flavia-Elvira Bogorin, Eva More-
Hollerweger, Ruth Simsa

Austria started into the year 2018 with a new government elected in December 2017. The election resulted in the
formation of a new right-wing oriented coalition consisting of OVP (people’s party) and FPO (freedom party). In
light of the recent changes in the legal and political environment, CSOs in Austria face additional challenges.
However, the Austrian legislative framework is generally considered to be quite favourable for CSOs. The new
government has adopted a series of measures that cause increased dissatisfaction and unease in the civil society
space. The impact of these changes is visible in the public discourse, where CSOs are faced with attempts of defa-
mation and delegitimization of civil society and with increased polarization in general. Furthermore, the commu-
nication between political actors and CSOs is decreasing, which limits the CSOs’ possibilities for participation in
legislative processes. The strained relationship between the political and civil society actors also affects the access
to financial resources, especially for CSOs working in fields of activity that conflict with the government’s agenda.
The recent developments are largely viewed as a cause for concern, because the income from public funds consti-

4.1. INTRODUCTION Austria: Key facts
The political environment in 2018 was characterized by Population: 8,822,267 (Statistik Austria, 2018)
changes due to the new government in Austria. After a EU membership status: member country (since 1995)

period of nearly 11 years of a grand coalition between
SPO (Social Democratic Party of Austria) and OVP (Aus-
trian People’s Party), the elections in autumn 2017 re-
sulted in a new coalition between OVP and FPO (Aus- Number of active CSOs: 87,000 (Litofcenko, Karner &
trian Freedom Party). This political shift to the right had Maler, 2019)

GDP per capita: 51,350 USD (IMF, 2019)
Number of CSOs: 124,000 (STAT, 2019: 194)

an impact on both the structural (legal/financial) envi- Number of active CSOs/1000 citizens: 9.86 (Statistik

ronment and the working climate between civil society LA, EOTER I el 0 LETen B Aoi)

and the state. It led CIVICUS to downgrade its civic space =~ Most developed fields of activity: social services;
rating for Austria from open to narrowed (CIVICUS, lieslidh e oo

2018). On its website, CIVICUS justifies this with the as- Population share engaging in volunteering: 46% (to-

sessment that the government no longer conducts a tal; 31% (formal volunteering) (IFES, 2016)
structured dialogue with civil society, but rather seeks to

Qes the main financing source for a large number of Austrian CSOs. )

reduce its influence, as in the case of the environmental NGOs participating in the assessment of environmen-

tal impact. Reductions in funding for certain CSOs and NGOs and derogatory reports on NGOs were cited as

further reasons for the devaluation.
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Which organizations participated in the Civil Society Survey?

The addressed Austrian sample of the Civil Society Survey consists of 357 CSOs varying, among other organi-
zational characteristics, in terms of area and fields of activity, size, fulfilled function or legal form. A total of 43
CSOs successfully completed the survey. A considerable part of the surveyed organizations was founded before
1991 (30%), with the oldest organizations dating back to the beginning of the 20th century. The sample also in-
cludes young organizations founded after 2010 (28%).

Concerning the areas of activity covered in the survey, CSOs providing social services are most fre-
quently represented in the sample with a total share of 26%. Other 15% of the surveyed CSOs declared educa-
tion and research as their main field of activity. CSOs mainly active in the field of environment and animal pro-
tection represent an additional 11% of the sample. Sports and recreation, law, advocacy and politics, philan-
thropic intermediaries as well as international activities are further fields of activity comprised in our sample,
however represented to a lesser degree (4% each).

The results of the survey show that most organizations adopt a holistic approach, fulfilling the three
main functions of CSOs to the same extent— service provision, advocacy and community building (66%). In
turn, the more specialized organizations focus rather on providing services and engaging in advocacy (18%). A
mere 5% regard advocacy as their main purpose and an even smaller share focuses on providing services (3%).

The professionalization index classifies almost half of the surveyed CSOs as being highly professional-
ized (43%). A quarter of the organizations included in the sample demonstrate a low degree of professionaliza-
tion. These findings are supported by the fact that the sample consists of many large organizations, which re-
quire a certain degree of professionalization in order to be able to operate on a large scale: half of the surveyed
CSOs have yearly revenues greater than EUR 1 million and an additional 32% register total revenues of at least
EUR 100,000. The CSOs’ size can also be viewed as a stability indicator: A total of 64% of the organizations
that participated in the Civil Society Survey expressed high confidence that they will still exist in 3 years, fur-
ther 16% assessed their chances of survival as quite high. However, 7% of the surveyed organizations were re-
luctant and fearsome about their future.

4.2. POLITICAL AND LEGAL FRAMEWORKS

A recent study conducted in 2018/2019 intended to capture the changes in the political environment since the
new government took office. It involved 50 interviews (Simsa, Neunteufl, Ahlfeld, Grasgruber-Kerl, Hecker-
mann, Moder, Pranzl & Stadlbauer, 2019) with CSO representatives addressing their experience with the new
government as well as a quantitative survey and focus group discussions. The following changes were identi-
fied:

- General climate: A polarization of the public discourse has occurred, with an increasing defamation of
civil society activities in the media and on the part of politics (keywords “refugee industry”, “NGO
madness”) and deliberate intimidation by judicial complaints. The media presence of civil society has
diminished.

- Participation: NPOs are significantly less involved in legislative procedures. Review deadlines/evalua-
tion periods are shortened. Legal changes are often accompanied by polemic discussions on other,
controversial topics (fog grenades), which reduce the public readiness to participate in protest activi-

ties. Politics has become more intransparent and hardly communicates with civil society actors.

- Fundamental rights: The freedom of assembly has been limited by targeted measures.
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- Financial resources: Financing decisions are clearly politically motivated. In particular, initiatives and
organizations in the areas of migration, women's politics, arts and international development face ex-
istence-threatening restrictions on public funding.

According to the assessment provided by the CSO representatives participating in the Civil Society Survey,
the national government is considered least supportive whereas local/municipal governments and the EU get
the best rates in terms of supportiveness (see Figure 4-1). Administrative authorities are considered neither
impeding nor particularly supportive by the participating CSOs.

FIGURE 4-1: AUSTRIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

EU 1 +
national i
gowvernment
local/ municipal |
government |
taxation i
authorities
administrative
authorities

1- impeding S - supportive

Source: Civil Society Survey, 2018, n = 42 to 47

CSOs can operate quite freely within the law (see Figure 4-2), although, a considerable share of the survey par-
ticipants only partly agree with this statement. The attempt of the Austrian government to increase transpar-
ency by creating a public database!? called “Transparenzportal” has only partly succeeded, as so far, only two
federal states made their data available. Therefore, it is not surprising that the respondents of the Civil Society
Survey only partially consider the procedures for allocating and using public funds as transparent. The same
applies to the extent of bureaucracy for CSOs (More-Hollerweger, Simsa, Kainz, Neunteufl, Grasgruber-Kerl &
Wohlgemuth, 2014: 69f.)

FIGURE 4-2: AUSTRIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

There are transparent
procedures for the allocation and
use of public funds for C50s

The bureaucracy for C50s |

i= within acceptable limits !
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CS0s are allowed to
operate freely within the law

Source: Civil Society Survey, 2018, n = 42 to 43

In general, the legal environment for civil society is relatively good in Austria. In the Rule of Law Index of the
World Justice Project, Austria ranks among the top ten out of 113 countries in terms of most of the indicators,

13 https://transparenzportal.gv.at/tdb/tp/situation/buerger/ (last accessed: 5 February 2019)
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and is number 8 in the overall score (World Justice Project, 2018). Nonetheless, the rating has slightly wors-
ened and Austria dropped by one position compared to the previous assessment in 2016.

The practitioners rated the legal frameworks in the inquired fields neither as impeding nor as particu-
larly supportive (see Figure 4-3). The possibility of deducting donations from tax is relatively new in Austria.
Since 2009, donations to eligible organizations with charitable/social purposes can be deducted from tax. Spe-
cifically, donors can deduct up to 10% of the total income (private persons) or profit (companies) of the current
year (More-Hollerweger et al., 2014: 53; BMF). Organizations have to register on a list administered by the
Ministry of Finance. In 2012, the fields of activities included in this list were extended to organizations engag-
ing in environmental and animal protection, and in 2016, to organizations supporting arts and cultural pur-
poses. The criteria for eligibility have been discussed ever since. For example, some of the respondents of the
Civil Society Survey remarked that mainly government-financed large cultural institutions are included in the
list, whereas small, grassroots cultural initiatives are not eligible.

Other suggestions for improvement addressed the distinction between nonprofit organizations (NPOs)
and social businesses. In Austria, the public benefit status of an organization is regulated in the tax law only.
CSOs serving charitable and/or church related purposes are entitled to tax benefits under certain circum-
stances (More-Hollerweger et al., 2014: 52). Considering the increasing importance of social businesses, some
of the Civil Society Survey respondents suggested an adaption of the legal framework and a provision of tax
benefits for more profit oriented social service organizations. The Austrian Federal Procurement Act 2018 has
finally entered into force in August 2018, implementing the EU Procurement Directives. The Austrian Procure-
ment Act includes exceptions for special and social services, i.e. health and social services. Due to a signifi-
cantly higher threshold value (750,000 EUR) and the largely free choice and arrangement of processes, the
assignment of such services is much easier and more flexible. Furthermore, the law does not apply to civil pro-
tection and emergency response services provided by nonprofit organizations.

FIGURE 4-3: AUSTRIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Association/
corporate law

Procurement law
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Source: Civil Society Survey, 2018, n = 36 to 42

The functions of CSOs seem to be subtly changing, with a gradual weakening of voice and advocacy at the mo-
ment. Individual networking initiatives still exist; however, currently, the CSOs’ activities are dominated by
fear, caution and the attempt to ensure their survival. It is possible that the split between basis-oriented and
traditional actors will be further enhanced in the future (Simsa, 2014) or, as evident in other countries, pro-
tests, activism, and new means of participation will possibly increase. As shown in Figure 4-4, CSOs perceive
their ability to get involved in political discussions and to influence the legal environment as quite restricted
compared to their ability to affect the social environment in society. Another form of active involvement in so-
ciety — volunteering — also receives a positive assessment.

28



FIGURE 4-4: AUSTRIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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Source: Civil Society Survey, 2018, n = 35 to 42

4.3. RESOURCES

Currently, the framework and conditions for civil society are becoming more difficult in many European coun-
tries. Already in the last decade, societal values have been increasingly moving away from solidarity to more
neoliberal ideologies, to privatization of social tasks and to a general economization of political governance,
which led to the erosion of social stability. This is in line with the general sentiment towards the stability of
funding, as observed in the Civil Society Survey (2018). As Figure 4-5 shows, a quarter of the surveyed CSOs
perceived the funding opportunities in the recent past as not stable at all. Furthermore, the CSOs are also quite
concerned about the potential for funding in the next three years: More than 50% expect the opportunities for
future funding to be declining.

FIGURE 4-5: AUSTRIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTENTIAL FOR FUTURE
FUNDING (NEXT 3 YEARS)
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(1 - not stable at all, 5 - very stable)
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Source: Civil Society Survey, 2018, n = 44

For the Austrian CSOs, public funding counts as the most easily accessible means of funding. However, the
large spread of the data indicates that opinions on the situation diverge widely in our sample (see Figure 4-6).
45% of the surveyed CSOs reported either increased or stable intakes in the form of grants from public authori-
ties. With regard to funding by way of service agreements with public authorities, a total of 55.3% of CSOs have
experienced either an increase or no change in their intakes in the recent past (Civil Society Survey, 2018). A
study from the WU Vienna, Institute for Social Policy, concludes that revenues from service agreements signed
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with different government branches (69.5% of the organizations’ total turnover, on average for all fields of ac-
tivity), followed by intakes from government grants and subsidies (16.5% on average), were the main funding
sources for Austrian NPOs in 2014 (Pennerstorfer, Schneider & Reitzinger, 2015). The study only considers
CSOs with at least one employee, and does not include the large number of CSOs that rely solely on volunteer-
ing.

Funds from (other) CSOs by way of membership fees or cross financing between organizations as well
as individual proceeds in the form of membership fees or donations are generally assessed as quite easily ac-
cessible. On the other hand, funds from both foreign and domestic foundations as well as from the European
Union are considerably harder to access for CSOs in Austria (see Figure 4-6).

FIGURE 4-6: AUSTRIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 39 to 45

Sufficient financial resources are a prerequisite when it comes to the CSOs’ ability to follow their mission and
to contribute to society. A lack thereof can significantly restrict their ability to act and the room for improve-
ment or innovation in their respective fields of activity, which can lead to a neglect of certain societal needs.
Such an example can be observed in the social sector, more specifically, with regard to so-called NEETS, young
people who are neither in education nor in employment or training and who do not benefit from sufficient as-
sistance in their development. Another reason for concern refers to the area of elderly care. Due to demo-
graphic developments, the demand for services in this field will continue to grow, but forecasts indicate a se-
vere shortage for professional caregivers. Furthermore, other disadvantaged groups of civil society, such as ref-
ugees, should also be offered more support in their efforts to enter the labor market — another topic, for which
CSOs are willing to take responsibility (Civil Society Survey, 2018).

However, some notable initiatives that aim at supporting underdeveloped sectors and at addressing
unmet needs are currently underway. One of those initiatives targets the development of social entrepreneur-
ship by channelling European funds to the national and regional levels. In 2018, the European Investment
Fund (EIF) and the seven Erste Group member banks (in Austria, Croatia, the Czech Republic, Hungary, Ro-
mania, Slovakia and Serbia) signed a social entrepreneurship guarantee agreement to provide financing for
social organizations under the EU Programme for Employment and Social Innovation (EaSI) in the form of
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loans at a reduced interest rate and with lower collateral requirements under the EU supported program. Tar-
get groups are innovative, socially oriented organizations active in the education, health and social services
sectors, or employing disadvantaged, marginalized or vulnerable groups.

4.4. FUTURE PROSPECTS AND OUTLOOK

The future development of civil society in Austria will presumably pose significant challenges for the civil soci-
ety actors, as various concerns voiced in the Civil Society Survey (2018) show. Several of the surveyed CSOs
have a critical view of the current right-wing oriented government. Many are quite pessimistic about their fu-
ture. Particularly in view of the diminishing democratic and civic space due to populistic and nationalistic
tendencies in the CEE region, and, to a certain extent, even worldwide, the so far still enabling environment for
civil society is expected to gradually deteriorate. The delegitimization of civil society by the government as well
as the reduction of possibilities to participate in the political process are a disruption of long-term traditions.
Small but impactful changes that could lead to a further deterioration are for example the gradual withdrawal
of CSOs from the public discourse as well as the gradual weakening of their watchdog function, which might
effectively reduce the role of CSOs to outsourced service providers. In this context, social entrepreneurship
could become more mainstream in practice. In addition, some respondents predict a “colonization” of civil so-
ciety by pro-right-wing organizations affiliated to the government. This would lead to an increased polarization
in the civil society, as the government might launch attacks to delegitimize CSOs, and CSOs might respond by
taking an anti-government stance, which turns them into partisan actors (Civil Society Survey, 2018).

However, the future prospects for CSOs depend highly on their fields of activity. Although acknowledg-
ing the risks CSOs are facing in general, a respondent active in the area of hospice and palliative care predicts
improvements for this particular field of activity, because it is an area of interest that is covered in the current
government program. Contrary to this view, another respondent operating in the area of refugee support ex-
presses concerns about the priorities set by the government, and expects EU and public funds to be cut for this
field of activity over the course of the next two to three years (Civil Society Survey, 2018).

In addition, the effects of digitalization are thought to play an increasingly important role for civil soci-
ety in the future. More specifically, a respondent predicts that the civil society space will continue to shrink,
both online and offline. This change could have a negative impact on the communication between civil society
actors, as it will become increasingly difficult to access facts and to distinguish them from misinformation and
fake news (Civil Society Survey, 2018).
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5. Bosnia and Herzegovina

Zilka Spahié Siljak

(112018, the sustainability of CSOs in Bosnia and Herzegovina remains at the same level in relation to past years.\

The political institutions and laws are highly inefficient, while the most supportive environment for the work of
CSOs is created by the EU and the municipal authorities. Apart from the adoption of the Law on Volunteering in
Brcko District, no significant legislative change occurred in 2018. The amendments to the Law on Public Pro-
curement of BiH were drafted but not adopted. The most impeding legal fields for the activities of CSOs are the
tax and labor laws. The former, because CSOs are not exempt from paying VAT, and the latter, because these
laws do not acknowledge the specific nature of the nonprofit work of CSOs and treat their employees in the same
way as the employees of businesses or public institutions. Since 2017, registration fees were reduced and proce-
dures streamlined. Financial resources for CSOs are unstable and future opportunities are uncertain. Most funds
come from foreign foundations and local governments, but are generally project-driven and not suited to the
needs of the local beneficiaries. Philanthropy is undeveloped and many social issues remain unaddressed in spite
of substantial foreign funding. The main problems that CSOs will face in the future are negative trends of demo-
graphic changes and of government pressure on the civil society. Yet, many CSO practitioners rely on the pro-

spects of the EU accession, the increasing support from the business community and the development of social
entrepreneurship.

5.1. INTRODUCTION

Overall, the condition of the civil society in Bosnia and
Herzegovina (BiH) in 2018 seems to be at the lowest
point since the establishment of the state through the
Dayton Peace Accords in 1995. This peace agreement
ended the three years of Bosnian War and provided con-
sociational arrangements for the state constitution with a
highly decentralized political and legal system. The war
had broken out during the collapse of the Socialist Fed-
eral Republic of Yugoslavia due to the conflicting visions
of the three major ethno-political groups of the country's
political identity and independence.

2018 was the year of general elections. Because
of the high level of political confrontation during the
campaigns, legislatures were mostly inactive. The only

Bosnia and Herzegovina: Key facts

Population: 3,531,159 (BIHAS, 2016)

EU membership status: no

GDP per capita: 5,750 USD (IMF, 2019)
Number of CSOs: 27,119 (Zbirni registar, 2019)

Number of active CSOs: 25,342 (Zbirni registar, 2019);
13,955 (unofficial) (CPCD, 2018)

Number of active CSOs/1000 citizens: 7.17 (Zbirni
registar, 2019; BIHAS, 2016); 3.95 (unofficial) (CPCD,
2018; BIHAS, 2016)

Most developed fields of activity: education and re-
search; social services; law, advocacy and politics

Population share engaging in volunteering: 6%
(USAID, 2018)

significant legislative reforms in respect of the legal status of civil society organizations (CSOs) in 2018 were
the adoption of the Law on Volunteering in Brcko District and the drafting of amendments to the Public Pro-
curement Law of BiH. The Labor Law was also amended in both entities, but these changes did not specifically

affect the civil society (FBiH, 2019; RS, 2019).

In a December 2018 broadcast program (Cati¢, 2018) several civil society practitioners pointed out
some of the key problems: The concept of "civil society" has been "imported" from the West and is therefore
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not well suited to the local, social and political context in BiH. Furthermore, the CSOs are divided amongst
themselves and some of them contribute to the ethnic division of the society. BiH’s society is in a steady politi-
cal, economic and cultural decline. Therefore, possibilities for civil society activities are becoming less, with the
citizens losing trust in the CSOs. The latter problem is closely connected with the phenomenon of "projectiza-
tion" (Sejfija, 2008) as an uncritical orientation of some CSOs towards donor-driven projects, although these
projects are detached from the real problems of the grassroots.

Overall, the CSOs’ sustainability did not change significantly in the recent past, but some improve-
ments were noted in the sectoral infrastructure dimension (USAID, 2018). Yet, the civil sector in BiH still has
limited organizational capacities and financial viability. Only a small number of CSOs enjoy steady financial
support, whether from inside the country or from abroad. The government provides a significant amount of
funding, but these funds are distributed in a non-transparent manner (USAID, 2018).

Which organizations participated in the Civil Society Survey?

The data collected of the CSOs who participated in the Civil Society Survey, show the following results: Most of
the CSOs were founded in the period immediately following the end of the conflict, 1996-2000 (26%), when
the international presence in BiH was the strongest. In addition, a considerable number of CSOs was founded
from 2006 to 2010 (23%). According to their main fields of activity, CSOs are mostly engaged in the fields of
education and research (28%), social services (19%), law, advocacy and politics (19%), as well as culture and
arts (9%). The vast majority of CSOs in BiH (82%) are multifunctional, providing services and advocacy as well
as community building. Judging by their responses, the largest share of the surveyed CSOs (40%) is highly
professionalized. The rest of them has either a medium (38%) or a low (23%) degree of professionalization.

The main funding sources for the majority of the organizations (85%) are donations from foreign foun-
dations, followed by funding sources from the local governments (43%) and from EU funds (40%). 34% of the
CSOs rely on donations or proceeds from individuals. Almost half of all organizations (47%) had total revenues
of EUR 100,001-1 million in 2017. The main areas of operation for the majority of the CSOs (81%) are equally
rural and urban areas, while the main impact region is prevalently national (68%). Regarding the future pro-
spects, 62% of the CSOs expressed a high confidence that their organization will still exist in 3 years.

5.2. LEGAL AND POLITICAL FRAMEWORKS

Due to the general elections in October 2018, most political parties concentrated their efforts on campaigning
throughout the year. This rendered the legislative largely inoperative, which affected civil society, as some im-
portant pieces of legislation were not adopted, e.g. the laws on income and corporate tax (USAID, 2018). The
Council of Ministers of BiH prepared and signed the Agreement on Cooperation with Civil Society in Novem-
ber 2017, On their part, CSOs began promoting the Code of Ethics, defining the CSOs' standards of behav-
iour.

As pictured in Figure 5-1, the political environment created by the EU and the local/municipal authori-
ties is most supportive of the work of CSOs, while their satisfaction with the support offered by the national
government and especially the tax and administrative authorities is much lower. Following the results of the

14 Representatives of CSOs and of the Council of Ministers agreed to dedicate all their capacities to building a prosperous, just, open,
plural and democratic society in BiH and to fulfill all requirements for the EU accession. Specifically, the agreement stressed the need
to develop transparent procedures for public funding of CSO projects and for the management of public funds by CSOs through their
self-regulation. The agreement, which established institutional cooperation mechanisms, was realized through technical and financial
support by the EU (VMBiH, 2017).
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2018 general elections, broad coalitions of several "civic-oriented" political parties formed governments in
some cantons of the FBiH entity (CIK, 2018). Whether this new political setting will be more supportive of the
work of CSOs, at least on the cantonal/local level, remains to be seen.

FIGURE 5-1: BOSNIA AND HERZEGOVINA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITU-
TIONS

EU

national
government

local/ municipal

government
taxation
authorities
administrative
authorities

1- impeding 5 - supportive
Source: Civil Society Survey, 2018, n = 51 to 54

Various laws regulate the activities of CSOs in BiH. Associations and foundations can register at the state, en-
tity or Brcko District level, but so far, these registers are not well integrated. However, the unified registry of all
CSOs, created by the Ministry of Justice of BiH with the support of the EU, contributes to the transparency of
the sector. The most recent data show 27,119 registered "associations and foundations" in BiH, out of which
25,342 are active (Zbirni registar, 2019). Yet, the number of truly active organizations is probably much lower
than this. As part of an analysis of data collected from the entity level agencies in both RS and FBiH, the con-
trol of the CSOs’ registration and of financial reports of all businesses including associations was authorized.
The analysis for 2017 showed 13,955 financially active CSOs in both entities excluding the Bréko District
(CPCD, 2018). In 2017, the registration fees for CSOs remained unchanged, while the fees for updating the reg-
istry were reduced!s. However, the process was faster in 2017, due to streamlined procedures (USAID, 2018).
This could also be linked to the significant bureaucratic burden experienced by CSOs (see Figure 5-2), as
shown by the results of the Civil Society Survey (2018). No changes in legislation regarding associations oc-
curred in 2018.

15 The national fees for making changes in the registry were reduced to 50 BAM (ca. 25 EUR), while the cost of removing
organizations from the registry was reduced to 10 BAM (ca. 5 EUR). Registration fees remained unchanged at 200 BAM
(ca. 100 EUR).
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FIGURE 5-2: BOSNIA AND HERZEGOVINA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOs
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operate freely within the law
There are transparent
procedures for the allocation and
use of public funds for CS0s

The bureaucracy for CS0s
is within acceptable limits

1- strongly disagree S - strongly agree

Source: Civil Society Survey, 2018, n = 42 to 43

Since 2017, CSOs registered at the state level are required to operate in line with the Labor Law for Institutions
of BiH, which is burdensome for many CSOs (USAID, 2018). No special regulations for the employment of
paid staff in CSOs exist, as the general provisions of the entity and the Brc¢ko District labor laws equally apply
to them (Golubovié, Skrijelj & Prorok, 2011). With regard to volunteering, CSOs may legally organize such ac-
tivities in line with the entity laws. The Bréko District of BiH adopted its own Law on Volunteering in 2018. In
general terms, this law follows the structure of the entity laws on volunteering, providing inter alia definitions
and principles of volunteering, information regarding the status and identity of volunteers or organizers of
such activities (associations and foundations are specifically mentioned), the elements of the volunteering con-
tract, rights and obligations of volunteers and of organizers of volunteering etc. (BD, 2018).

According to the Profit Tax Law in both RS and FBiH, CSOs are exempt from paying profit tax on
grants received from public funds, sponsorship or donations and on income from sales or transfers of goods, as
long as these are used for nonprofit purposes (FBiH, 2019; RS, 2019). Donors in both units can deduct up to
3% of their total income, if they give donations to organizations conducting activities in the areas of humani-
tarian and cultural activities as well as sports and social services (FBiH, 2019; RS, 2019; USAID, 2018). CSOs
are obliged to pay VAT on all donations except for those received from the EU Instrument for Pre-Accession
Assistance (IPA) funds; but they are exempt from paying taxes on the first 50,000 BAM (approx. 25,500 EUR)
of their annual income, if they engage in business activities related to the purposes defined in their statutes
(USAID, 2018). No changes in legislation related to taxation occurred in 2018.

While CSOs can legally participate in public bids, only few of them have been successful in such ten-
ders. The difficulties related to the regulations regarding public procurement are twofold: On the one hand, the
government usually favours public institutions, while, on the other hand, CSOs on their part lack the expert
skills needed to implement tender activities (USAID, 2018). A draft law on amendments to the Procurement
Law was prepared in 2018 (AJN, 2019).

As shown by the assessment of the surveyed practitioners, the tax law is the most impeding legislative
area for the development of civil society in BiH (see Figure 5-3). It requires improvements in order to become
more supportive of nonprofit activities. In particular, donations and grants to CSOs should be exempt from
paying VAT and other taxes, according to the survey respondents (Civil Society Survey, 2018). The second
most critical area for improvement is the labor law, which does not recognize employment in CSOs as a special
type of work different from the one in businesses and public institutions. The association/corporate law is
more supportive than other legal areas (see Figure 5-3), but it still lacks the necessary provisions to enable and
regulate social entrepreneurship as well as to facilitate the establishment of businesses by CSOs (Civil Society
Survey, 2018).
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FIGURE 5-3: BOSNIA AND HERZEGOVINA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Source: Civil Society Survey, 2018, n = 53 to 54

The surveyed CSOs can operate freely within the legal framework (see Figure 5-2) and discuss policies and is-
sues of public interest. However, the responses shown in Figure 5-4 suggest a high level of skepticism regard-
ing the ability to practice advocacy. From the information above, the position of leading political actors to-
wards the involvement of CSOs in politics can be characterized as more impeding than supportive.

FIGURE 5-4: BOSNIA AND HERZEGOVINA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS

CS0s can play a watchdog role
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Source: Civil Society Survey, 2018, n = 48 to 51

5.3. RESOURCES

The economic viability of CSOs is still very weak. Although many CSOs have access to funding from interna-
tional donors such as the EU, USAID, SIDA and foreign embassies, large international organizations active in
BiH, including OSCE, UNDP and UNICEF, often receive direct funding from those donors without competi-
tion. This suggests that there is a limited capacity of local CSOs to undertake such projects (USAID, 2018). As
previously mentioned, another donor-related issue concerning the civil society sector is its increasing “projec-
tization” (Sejfija, 2008). The rapidly growing number of CSOs who keep their activity mostly for the sake of
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funding, often with no sound connection with the social groups in whose name they claim to act, is still appar-
ent (Milan, 2017), in spite of being detected almost a decade ago (Sejfija, 2008). The international players have
established relationships of dominance and dependence between donors and recipients (Milan, 2017). There-
fore, authentic concepts of civil society cannot be realized in practice, due to their position in-between the in-
terventionist neoliberalism of the international community and the local ethno nationalist collectivism (Sejfija,
2008).

As shown in Figure 5-5, the funds from the EU and from foreign foundations are most easily accessible
for the surveyed CSOs, while the local governments also provide significant amounts of funding at various lev-
els. Yet, in BiH the majority of the public funds goes to sports clubs and to organizations arising from the last
war (e.g. veterans’ associations, organizations supporting the families of the fallen soldiers), which receive
public funding often in a non-transparent manner. Additionally, government funds are allocated to projects
that lack a broader demand but promote the interests of groups with close ties to the politicians of the ruling
parties (USAID, 2018). Proceeds from CSOs, such as revenues from services, products, rents and membership
fees, also represent an accessible source of funding for the CSOs in our sample (see Figure 5-5). For example,
the 2017 annual report of one of the major CSOs in BiH states that their main sources of funding were the
USAID, the EU and the UNDP. In contrast, only an insignificant amount came from self-funding and from the
business sector (CPCD, 2017).The funds most difficult to access are those from domestic foundations, proceeds
from business firms and donations from individuals (see Figure 5-5). This is indeed an issue affecting BiH’s
civil society sector as a whole, as philanthropy remains undeveloped, partly because the legal framework does
not encourage giving (USAID, 2018).

FIGURE 5-5: BOSNIA AND HERZEGOVINA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 48 to 54

According to the CSOs participating in the Civil Society Survey (2018), funding opportunities for the civil sec-
tor were not very stable in the past three years, and the prospects of funding are not expected to improve sig-
nificantly in the near future either. As shown in Figure 5-6, a higher percentage of the surveyed practitioners
assessed the stability of funding in the past as "very stable" (11%) compared to "not stable at all" (8%). How-
ever, the majority of respondents (38%) were of the opinion that the situation is neither stable nor unstable.
Regarding future funding opportunities, the opinions of the practitioners are reversed. Although a higher per-
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centage of respondents say these potentials are declining (11%) compared to those thinking these are improv-
ing (6%), most of them are either moderately optimistic (30%) or deem the prospects of funding neither im-
proving nor declining (34%).

FIGURE 5-6: BOSNIA AND HERZEGOVINA — ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE
POTENTIAL FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey, 2018, n = 53

According to the assessment of the surveyed practitioners, in order for CSOs to bring about fundamental social
changes and to offer a more substantial contribution to building a democratic society, the present funding pol-
icy should change from short-term project-based financing to longer-term institution-oriented donations. In
spite of large amounts of foreign funding that have been pouring into BiH in the last two decades, some war-
related social issues remain insufficiently addressed, such as peace building and reconciliation. Other needs of
the society also remain unaddressed. Among these, the CSO practitioners mentioned the necessity to provide
education and psychological help to migrants, the need to reform the social protection and employment poli-
cies and to combat poverty or to address the problems of domestic violence and health of women and children.
The main reasons mentioned for not addressing those needs are the burnout of civil society activists, an unbal-
anced legal system and the politicization of many welfare sectors and of the employment sector (Civil Society
Survey, 2018).

5.4. FUTURE PROSPECTS AND OUTLOOK

According to the surveyed practitioners (Civil Society Survey, 2018), one of the major problems that could in-
fluence future trends in the development of the civil society in BiH is demographic change. The country is los-
ing its population, and mostly young and educated people decide to emigrate (i.e. brain drain). The results of
the recent Labor Force Survey conducted by the Agency for Statistics of BiH suggest that more than 250,000
people of the working age population left the country in the past ten years (Klix, 2019). Besides the loss of la-
bor force in general, this also means that the number of young people available to work as volunteers for the
civil sector will steadily decrease.

Most respondents express their concern about the prospects of CSOs in BiH due to the regional or
even global trends of increasing governmental influence and pressure on the civil society actors. The condi-
tions are worsening, especially for the CSOs active in the field of human rights advocacy or watchdog activities
as well as for smaller CSOs who might be forced to shut down their operations due to the political pressure or
insufficient funding. On the other hand, some experts express hope that the government might eventually rec-
ognize CSOs as partners, offering them funding and support for mutual collaboration, particularly in the field
of service provision. At the same time, in some instances, the government may find it useful to establish their
own CSOs that are politically and financially dependent on their policies (Civil Society Survey, 2018).
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Building capacity for their financial stability will continue to be a challenge for most CSOs. On the one
hand, foreign funding is anticipated to decrease in the future, while, on the other hand, those CSOs who suc-
ceed in securing funds will stick with donor-driven projects (Civil Society Survey, 2018). In this way, such or-
ganizations will be adjusting to the donors' missions and not to the real needs of the local beneficiaries. Some
voices still express hope that the EU integration process will open up the space for an increasing role of EU
funds for the civil society in BiH, but this remains dependent on the troublesome and uncertain path towards
the EU accession. This has to do with the semi-consociational nature of the Constitution of BiH that incorpo-
rates mechanisms to prevent the creation of a single political identity of the state. The weakening of the civil
society in BiH could put the existence of the entire state system in jeopardy, given that an essential component
of creating an overarching loyalty to the state in consociational systems is believed to be the cultivation of a
civil society that facilitates individual interaction across group divisions (Rice, 2017).

Despite these grim prospects for the civil society in BiH, some respondents of the Civil Society Survey
(2018) express hope that instead of the government, the business community might recognize the potential of
CSOs to have a positive impact on social challenges. The examples mentioned are the challenge to foster a cul-
ture of philanthropy (depending also on the necessary amendments to the legal framework for this field), and
the increasing awareness of the importance of social entrepreneurship. Both concepts, if implemented in prac-
tice, have the potential to provide financial stability for the CSOs. Moreover, the development of social busi-
nesses in partnership with CSOs working in different fields offers a holistic approach, thereby enabling them to
devise a new type of services that have a real impact on the social problems in question.
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6. Bulgaria

Ruzha Smilova

2018 was a challenging year for CSOs in Bulgaria. The improvements in the legal framework for regis-
tering CSOs were not matched with an increased sustainability of funding. CSOs still face an insecure
access to insufficient resources, which threatens their activities and does not allow them to achieve a
lasting impact. The political climate in the country continued to deteriorate, as national populists have
become an indispensable coalition partner for the government, often determining its policies in im-
portant areas like human rights and environment protection, anti-corruption and judicial reform. The
national populists’ sponsored campaign against the ratification of the so-called Istanbul Convention on
gender-based and domestic violence set the tone for attacks in the media against certain categories of
CSOs dedicated to human rights, gender and environmental topics. By the end of the year, the anti-CSO
rhetoric became a feature of mainstream politics in the country. The negative campaigns against CSOs
further eroded public trust in the sector, making it difficult for CSOs both to reach out to citizens and to
cooperate with the public authorities in order to achieve a lasting impact on the social and legal envi- )

(onment.

6.1. INTRODUCTION

Bulgaria: Key facts

2018 was another year of challenges for CSOs in Population: 7,050,034 (NSL, 2017)
Bulgaria. While there were some improvements
in the legal framework for registering CSOs,

there has not been any progress concerning the

EU membership status: member country (since 2007)

GDP per capita: 9,620 USD (IMF, 2019)

CSOs’ access to stable public funding, nor have Number of CSOs: 49,000 (USAID, 2018)
the CSOs benefitted from a notable growth in Number of active CSOs: 14,600 (0SI, 2017)
private donations or volunteering. Despite the

AR ; ; Number of active CSOs/1000 citizens: 2.07 (NSI,
positive impact of the Bulgarian presidency of 2017; OSI, 2017)

the Council of the EU in the first half of 2018, Most developed fields of activity: education; culture;
the political climate has continued to deteriorate  gocjal services; human rights

because of the inclusion of the national popu- Population share engaging in volunteering: 5%

lists into the government in 2017. This did not (CAF, 2018)

only affect the political system as a whole (with

the main opposition party, the Bulgarian socialist party, noticeably moving towards the national-
populist extreme), but also provided an inhospitable environment for CSOs working in fields like hu-
man rights or environment protection. Early in the year, the campaign against the ratification of the
so-called Istanbul Convention against domestic violence set the tone for attacks in the media against
certain categories of CSOs (gender, human rights and environment protection). The anti-CSO rheto-
ric further eroded popular/public trust in the sector, making it difficult for CSOs to reach out to citi-
zens and to cooperate with public authorities in order to have a lasting impact on the social and legal
environment.
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The 54 CSOs that participated in the Civil Society Survey are a non-representative sample of CSOs in
the country, yet they correspond with some of the most characteristic features of the sector. Well-es-
tablished CSOs with a long history and experience in the field are juxtaposed to newcomers in the
field from the pre-accession period and the period before and after the EU accession.

The main fields of activity of these CSOs roughly correspond to the most common fields of
activities of active CSOs in the country (OSI, 2017). In the current sample, as reflected in Table 18-1,
CSOs primarily operate in the fields of education and research (29%), social services (17%), law, ad-
vocacy and politics (14%), environment and animal protection (10%). In general, the level of profes-
sionalization roughly corresponds to the level in the field (OSI, 2017): 38% of the surveyed CSOs re-
port medium and low levels, whereas 24% report a high level of professionalization.

49% of the CSOs rely on EU funds for their funding, 56% on foreign foundations, 39% on
business firms, and just 24% on the government. The total revenues for 2017 for 29% of CSOs were
between 5 and 50,000 EUR, for 26% between 50,000 to 100,000 EUR and for 24% up to 1 million
EUR. By comparison, fewer either very small or very large organizations participated in the survey,
as only 12% of the CSOs report annual budgets of under 5,000 EUR and a mere 10% report budgets
greater than 1 million EUR. The majority of the CSOs are confident that they will still exist in 3 years,
with a majority of them (774%) having national impact (74%) and working in equally urban and rural
areas (49%).

6.2, POLITICAL AND LEGAL FRAMEWORKS

The political framework with regard to CSOs in Bulgaria in 2018 was characterized by two contrary
developments: The Bulgarian presidency of the Council of the European Union (January-June 2018)
and the Bulgarian government that was formed after the preterm elections in 2017, where the minor
coalition partner of the right-wing party GERB is itself a coalition of 3 populist nationalistic parties
(the United Patriots). While the presidency of the Council of the EU calmed down the political cli-
mate and guaranteed the stability of the government, the tensions within the governmental coalition
intensified in the second half of the year, leading to the resignation of one of the deputy prime minis-
ters from the nationalists.

With regard to CSOs, these two developments also pulled in opposite directions. On the one
hand, the government was eager to demonstrate its good relations with the CSO sector in the coun-
try: Representatives of the leading CSOs were invited to all the major events of the Bulgarian presi-
dency and some of them were trusted with organizing some important side events. Not surprisingly,
the majority of the CSOs, both in the Civil Society Survey (2018) for this study, see Figure 6-1, and in
other studies (OSI, 2017), see the EU as most supportive for CSOs and for the development of civil
society in the country compared to national bodies and actors. On the other hand, the growth of the
anti-CSO rhetoric, which characterizes the political style of the 3 national populist parties in the gov-
ernment, provided an unfavorable environment for CSOs even during the Bulgarian presidency. The
most conspicuous attack on some of the CSOs in the country occurred early in 2018 during the cam-
paign against the ratification of the Council of Europe’s Convention on preventing and combating do-
mestic violence and in particular violence against women (“Istanbul Convention“), when the nation-
alists attacked “gender CSOs" for corrupting the morals, traditions and national values (Smilova,
2018). As a result of the campaign, gender turned into a derogatory term, as did the term NGO. For a
long time, NGOs have been viewed with suspicion in the country’s nationalistic circles, mainly due to
their predominantly foreign funding, which lead to a failed attempt by the new government to ban all
foreign funding for CSOs in mid-2017. NGOs campaigned against this move and it was eventually
dropped (Novinite, 2017). Environmentalist CSOs have also been targets of political attacks because
of their opposition to investment projects (backed by the nationalists in the government) in national
parks and other protected areas (USAID, 2018; Nikolov, 2018). In 2018, the trend of attacking hu-
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man rights watchdogs and Roma integration CSOs grew stronger, peaking in early 2019 in the na-
tionalist vice-prime minister’s allegations that NGOs are responsible for the failed Roma integration
in the country, as these organizations have used the funds earmarked for this goal (Dnevnik, 2019).
These negative development in the government’s attitude towards (some of the) CSOs is reflected in
the lower scores CSOs give for supportiveness of the national government and the other national in-
stitutions. On the other hand, the EU is generally viewed as being supportive of CSOs; however, the
large spread of the data might indicate that this support favors some CSOs more than others (see Fig-
ure 6-1).

FIGURE 6-1: BULGARIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS
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Source: Civil Society Survey, 2018, n = 51 to 54

The legal framework for CSOs changed mainly due to the amendments to the Nonprofit Legal Enti-
ties Act (NPLEA), which was adopted in September 2016 and entered into force in January 2018. The
amendments introduced the long awaited reform of the registration of CSOs, with the responsible
body changing from the district courts to a centralized body named Register of Nonprofit Legal Enti-
ties (NPLE Register) at the Registry Agency of the Ministry of Justice. The aim of the reform is a ra-
tionalization of the online registration process by making it faster (3 days) and cheaper (some CSOs
such as the traditional cultural centers “chitalishta“ are exempt from paying the fees). Additionally,
with enhanced publicity and transparency for the activities of the CSOs in the country, the NPLE
Register is openly accessible and grants public access to all relevant data on the activity of CSOs, in-
cluding annual activity and financial reports. In 2018, these changes initially led to an increased bur-
den for the CSOs, as the amendments require that all registered CSOs re-register within 3 years after
the introduction of the new rules. Around one fifth of all CSOs (roughly 9,200) reregistered in 2018
and some 1,400 new CSOs registered for the first time under the new, improved rules (public data
from NPLE Register).

There have not been any changes of the tax law with regard to CSOs. Their nonprofit activities
are still tax exempt, i.e. NPLEs (Non-Profit Legal Entities) do not pay taxes on profits (as they have
none) and value-added tax (VAT), and other CSOs do not pay taxes for their nonprofit activities. Nat-
ural persons get up to 5% off the tax base of their income tax for their donations to CSOs. Legal enti-
ties can get up to 10% off the tax base of their profits for donating to CSOs. CSOs have long argued
for further tax exemptions for donations, in order to encourage corporations and citizens to support
CSOs. Another important issue concerns the “de minimis“ rules for EU funding for CSOs. In Bul-
garia, CSOs are treated as profit-making companies for the purposes of EU funding, which contra-
dicts the legal status of some of the CSOs as nonprofits (the NPLE in particular). According to a 2014
report on this issue (BCNL, 2014), this also violates the provisions in the Treaty of the Functioning of
the EU and needs to be changed - a view that is widely shared in the CSO community. As reflected in
Figure 6-2, the surveyed practitioners have a neutral opinion on the position of the most important
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fields of law concerning the civil society sector. The association law is rated slightly higher compared
to the tax and labor laws, while the procurement law is perceived as the most problematic field.

FIGURE 6-2: BULGARIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Source: Civil Society Survey, 2018, n = 53 to 54

CSOs have been involved in the political process aiming to facilitate the transition process towards a
liberal democracy and market economy in the country since the early 1990s. They have been in the
forefront of the reform efforts during critical moments in the recent history of the country, pressing
for improving the quality of government, the protection of minority and individual rights, the judicial
reform, sustainable development, etc. During the 2013 protest wave in the country, the influence of
the sector grew, with some leading CSOs participating in negotiations with the government and
pressing for deeper reforms. In 2013, pro-government businesses and media circles launched an at-
tack against the most visible CSOs, tarnishing their reputation and declaring them “foreign agents”
catering for foreign interests. These attacks were mostly directed against CSOs pressing for judicial
reform and effective anti-corruption measures, human rights watchdogs and environmentalists. The
attacks continue to this day. Part of the reason for the attacks was that members of some of these
CSOs were openly taking a political stance, with some even becoming leaders and figureheads of op-
positional political parties. In addition to CSOs, pro-government forces targeted foundations that
fund the activities of such CSOs, most notably the America for Bulgaria Foundation, the Norway
grants and the Open Society Foundation (OSI, 2017; USAID, 2018). As a result of these attacks and
the coordinated smear campaign of the yellow press, the trust in CSOs declined, reaching the notori-
ously low levels of trust in the institutions of representative democracy — parliament and government
(even banks enjoy higher trust than CSOs, according to a representative survey from 2016, quoted in
OS], 2017). This situation results in difficulties to mobilize citizen support for their activities, as re-
ported by the surveyed CSOs (see Figure 6-3).
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FIGURE 6-3: BULGARIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOs
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Source: Civil Society Survey, 2018, n = 48 to 51

In 2018, environmental CSOs and human rights watchdogs were particularly targeted, as explained
above. These negative developments in the government’s attitude towards (some of the) CSOs is re-
flected in the lower scores that CSOs received for the supportiveness to the national government and
the other national institutions (see Figure 6-1). CSOs also provide cautious responses to the claim
that they are considered equal partners in finding solutions for social and ecological problems by the
government, and that they can play their watchdog role without having to fear any government re-
pressions. The majority of the CSOs neither agree nor disagree with these claims (in both, 3.1 on a
scale from 1, strongly disagree, to 5, strongly agree). The CSOs’ evaluation concerning their role in
improving the social environment is slightly more positive (3.3/5), while, with regard to improving
the legal conditions, the response is more skeptical (2.8/5) (see Figure 6-3).

6.3. RESOURCES

The worst scoring indicator (4.5/7) for Bulgaria in the “CSO Sustainability Index 2017“ is the finan-
cial sustainability of the CSOs (USAID, 2018). The trend of the last 5 years was negative. According
to a 2017 survey of active CSOs, 46% declared an annual budget of 10,000 EUR or less (OSI, 2017).
The withdrawal of foreign donors has already started with the EU accession of the country 10 years
ago. Additionally, the temporary two-year break in funding CSOs through the financial mechanism of
the European Economic Area (the so called Norway grants for CSOs) — the largest funding oppor-
tunity for public benefit CSOs — was not compensated by domestic sources of funding, neither private
nor public. CSOs in the country get little financial support from the national government, either di-
rectly, through the budget (subsidies), or indirectly, for instance through procurement and tenders.
Less than 20% of the active CSOs in the country in 2017 (OSI, 2017) state that the national budget
plays a role in strengthening CSOs in the country, with the overwhelming majority singling out the
EU funds through various EU programs as the primary source of financial support for the sector.
Though private corporate donations were rising in the years after the EU accession, currently they
are in decline (USAID, 2018), most probably due to the negative media coverage, which undermines
the CSOs’ credibility.

The CSOs’ experience regarding the allocation of the few available public funds includes criti-
cism, both in terms of the legal framework - the procurement law, for example, is evaluated as the
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least beneficial part of the legal framework for CSOs (see Figure 6-2) - and in terms of the adminis-

trative practices. For instance, most of the surveyed CSOs doubt the transparency of procedures for

the allocation of public funds to CSOs, which is the lowest score for the legal conduct of the state ad-
ministration vis-a-vis CSOs (see Figure 6-4).

FIGURE 6-4: BULGARIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS
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Source: Civil Society Survey, 2018, n = 42 to 43

Not surprisingly, CSOs perceive funds from the national and local governments as least accessible
(see Figure 6-5). The negative experience with the allocation of public funds by national authorities
to CSO has prompted some CSOs with international orientation and influence to directly seek access
to EU funds and thus, to bypass national administration (OSI, 2017). The problematic allocation of
funds by the state, together with the concerns that increased state funding may come at the expense
of the independence of CSOs getting such funding, may be the reasons of the skepticism of some
well-established CSOs towards the desirability of a generous state funding. Kyuranov (2015) and
Smilov (2015) affirm that skepticism of state funding is observed among NGOs from Bulgaria but
also from other Eastern European countries. Thus, while some CSOs lament that the state fund for
the support of NGOs, which had to be created when the amendments to the NPLEA entered into
force in 2018, is not yet established, others prefer to look for non-state sources of funding and gener-
ally rely on a diversified portfolio.

FIGURE 6-5: BULGARIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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However, the recent troubles/issues that CSOs had with accessing stable funding in the last 3 years
(less than 30% had stable or relatively stable funding) as well as the unavailability of new possibilities
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for funding may be the reasons for the pessimism towards improved funding prospects. Whereas al-
most 40% of CSOs expect a (further) decline in funding opportunities, just 24% hope for an improve-
ment (see Figure 6-6).

FIGURE 6-6: BULGARIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTEN-
TIAL FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey, 2018, n = 53

6.4. FUTURE PROSPECTS AND OUTLOOK

There are two major challenges for the CSOs’ development in the country, as reflected in the results
of the Civil Society Survey (2018):

- strengthening CSOs’ credibility and public trust in the sector and
- guaranteeing access to stable funding from diverse sources — both public and private - with a
better ratio of domestic to foreign funding

Due to the recent developments in and beyond the country, rendering an adequate response
to the first challenge is rather difficult to achieve. The nationalistic rhetoric and the entry of the na-
tional populists into the government changes the political climate in the country. Thus, it seems un-
likely that the observed anti-liberal trends in society will recede in the near future. Blaming CSOs for
the unsolved problems of the country becomes an everyday item in the rhetorical arsenal of even
mainstream political players. This makes the societal environment particularly inhospitable for hu-
man-rights watchdogs and CSOs serving non-popular causes and catering for the needs of unpopular
minorities. As the majority of the media outlets in the country are dependent on politically connected
businesses, they readily serve as mouthpieces for politically or business-motivated campaigns against
CSOs — be it when CSOs push for judicial reform or anti-corruption measures, for respecting the
rules concerning the natural environment, or when they press for reforms in other societal spheres,
such as effective Roma integration and prevention of domestic violence. The strategy of CSOs to use
social media to inform the wider public of their activities has not proven successful: The positive
news rarely spread beyond the narrow circles of people who already know about the beneficial activi-
ties of CSOs, while negative news spread like fire. Creating networks of CSOs with close connections
to local grassroots organizations may be the way to go, yet the negative public image of CSOs makes
it difficult for them to reach out to local organizations and active citizens in the country. Improving
the transparency of the CSOs’ activities and funding is likely to contribute to improving their public
image and getting more people to cooperate with them locally (Civil Society Survey, 2018).

Creating wider networks of like-minded, transparent and well-managed CSOs working on
similar issues may be the way to go for addressing the second challenge as well. Concerted efforts to
crowdfund common projects may also help to diversify funding, as may efforts to spread information
on successful projects to corporations that might be willing to further support such projects. Improv-
ing the management capacity of CSOs - including know-how for successful fundraising campaigns —
would also contribute to their sustainability and may eventually also increase the prospects of stable
and diverse funding of CSOs in Bulgaria (Civil Society Survey, 2018).
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n 2018, there were no significant changes regarding the socio-political environment and the political
framework for civil society in Croatia. Over time, CSOs have been strengthening their position in gov-
ernance in certain areas. However, their impact remains limited. The CSOs expressed their expectations
that the EU will facilitate the development of a more beneficial institutional framework for civil society
as well as a higher availability of financial resources. Nevertheless, the stability of funding is still a ma-
jor challenge for the sustainability of CSOs. The Civil Society Survey (2018) and analysis suggest that
the changing relationship with the government, challenges in financing and other external factors will
be important in the future. A lack of government support coupled with a state administration that does
not acknowledge the importance of the civil society sector could pose an obstacle to the development of
the sector. The surveyed experts expect less public financial support as well as more orientation to-
wards available EU funds. Many organizations face problems with sustainability. Some wider social
trends influence Croatia as well, such as the demographic challenges related to the ageing of the popu-

\Lation and emigration. Moreover, possible consequences of climate change were noted as important fzy

tors for the development of Croatian CSOs.

7.1. INTRODUCTION Croatia: Key facts

In 2018, there were no significant shifts in the
political climate and no legal changes related to
civil society. The governing coalition led by the
Croatian Democratic Union (in Croatian:
Hrvatska demokratska zajednica) remained in
office, and the civil society maintained a low
level of trust in the leading political actors. The
cooperation between the government and the
civil society remained limited. The leading po-
litical actors do not realize the importance of
civil society organizations dealing with sensi-
tive political issues. During 2018, such issues
were related to human rights of migrant popu-

Population: 4,126,000 (2017) (DZS, 2019)

EU membership status: member country (since 2013)
GDP per capita: 15,060 USD (IMF, 2019)

Number of CSOs: 52,232 (Uprava, 2019)

Number of active CSOs: 51,191 (Uprava, 2019)

Number of active CSOs/1000 citizens: 12,40 (DZS,
2019; Uprava, 2019)

Most developed fields of activity: sports; social ser-
vices; culture (Uprava, 2019)

Population share engaging in volunteering: 9.7%
(formal volunteering) (Eurostat, 2019)

lations, especially asylum seekers. The involvement of CSOs in political issues, such as the transfor-
mation to political parties, is becoming a more regular occurrence in Croatian political life.

On paper, there are transparent procedures for the allocation and use of public funds for

CSOs, but in practice, CSOs are dissatisfied with the lack of transparency regarding public tenders.
EU funding has become available for Croatian CSOs and there has been an increasing interest in sub-
mitting projects and programs to the European Social Fund (ESF). The national and EU based public
funding policy is available to “professional” CSOs, while grassroots organizations are not considered
competitive enough. Tax laws or procurement procedures still do not support the development of the
social economy and of social entrepreneurship initiatives.

Social policy does not acknowledge the CSOs as social service providers. Therefore, there is a need to
modernize social policy as well as the provision of social services.
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Which organizations participated in the Civil Society Survey?

In total, 37 organizations from Croatia participated in the survey. Most of them were founded be-
tween 2001 and 2010 (46%), while only 34% were established prior to 2000 and a mere 20% were
founded after 2010. Areas of activities were mainly education and research (27%), social services
(30%) as well as law, advocacy and politics (11%). Sports organizations that have the biggest share of
CSOs in the overall structure in Croatia (Uprava, 2019) are underrepresented in the survey, given
that a mere 5% of the surveyed CSOs operate in this field of activity. However, none of these organi-
zations considers sports as their main activity. Apart from this, the survey sample represents the
most prominent areas of civil society organizations in Croatia (Uprava, 2019).

Regarding funding, organizations in the survey mostly rely on government and EU funding,
which are also the most prominent sources of funding for CSOs in Croatia. In terms of revenues,
more than half of the respondents work in organizations with an annual income of EUR 100,001 - 1
million. In Croatian terms, they can be considered as relatively well-developed organizations. More
than half of the CSOs state both, the urban and rural area as their areas of operations. Almost all
CSOs are confident that their organizations will still exist in three years, which indicates not only that
they have confidence in the future, but also that better developed organizations are overrepresented
in the sample. This might bias some answers, but also provide an insight into the perspectives and
opinions of a more resilient, experienced part of the sector.

7.2, POLITICAL AND LEGAL FRAMEWORKS

It is not easy to assess the relationship between the leading political actors and the civil society in
general, as this is very complex on different levels of society and in different thematic areas. It is seen
as a common practice of political parties to have their “own” civil society organizations. These organi-
zations are close to political parties in their ideology, and sometimes they are voices of political par-
ties or even serve as incubators for new ideas and as recruitment centres for new members of politi-
cal parties.

Leading political actors do not recognize civil society organizations dealing with sensitive po-
litical issues as equal partners and do not show support for these organizations. During 2018, such
issues were related to human rights of migrants, especially of asylum-seekers. Besides, civic organi-
zations dealing with environment protection as advocates of the EU agenda are also not popular
among local and national political actors. Leading and oppositional political actors are united in con-
frontations with civic organizations dedicated to specific issues like the referendum to change the
election system. In contrast, leading political actors tend to cooperate with civil society organizations
for the benefit of local communities and regions (BeZovan, Matancevi¢, 2017). This kind of coopera-
tion plays a crucial role for the generation of social capital as a base for local innovations and of sus-
tainable social change. Part of this development might be related to the recent provision of the Law
on Islands (Zakon o otocima, NN116/2018), where CSOs are recognised as important stakeholders
for the development of the Croatian islands. The Ministry for Regional Development encourages the
development of civil society by providing incentives and funding programs.

In general, the trust of civil society in the leading political actors is rather low. According to
the survey (see Figure 7-1), CSOs consider the EU to be most supportive. The EU provides a wider
framework for the activities of CSOs and, most importantly, a reliable source of funding. With the ac-
cession of the county to the EU, CSOs were legitimately acknowledged as stakeholders in different
respects. Local authorities are more supportive of CSOs than the national government. However, ad-
ministrative and tax authorities frequently put up barriers against civil society development (BeZo-
van, Matancevi¢, 2017).
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FIGURE 7-1: CROATIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

national
government
local/ municipal
government
taxation
authorities
administrative
authorities

1- impeding S - supportive

Source: Civil Society Survey, 2018, n = 35 to 37

There is no empirical evidence of limitations regarding the CSOs’ operations within the law (see Fig-
ure 7-2). While “on paper”, the procedure for the allocation and use of public funds for CSOs is trans-
parent, in reality, CSOs often complain about issues related to the allocation of funds or delays in
tenders. Meanwhile, the use or the investment of public funds needs to be researched in more detail
and authorities should carry out more evaluations in this respect. The bureaucracy for CSOs using
public funds is a significant burden and only organizations with sufficient organizational capacity are
in the position to get such funding and to properly implement and report projects. The policy of pub-
lic funding is in favour of “professional” CSOs, while grassroots organizations lack the necessary ca-
pacity to compete.

FIGURE 7-2: CROATIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

CS0s are allowed to

operate freely within the law
There are transparent
procedures for the allocation and
use of public funds for C50s

The bureaucracy for C50s

is within acceptable limits

1- strongly disagree S - stronagly agree

Source: Civil Society Survey, 2018, n = 37

During 2018, there was no change in fields of law relevant for the functioning of CSOs. The only ex-
ception is the new Law on Foundations (Zakon o Zakladama, NN 106/2018), which makes the regis-
tration of foundations less demanding and the operation of these legal entities less bureaucratic.

Respondents to the Civil Society Survey (2018) are aware that tax incentives are needed for
the sustainable development of CSOs. In that context, respondents from the survey remark that, alt-
hough the legislation regulating the financial functioning of CSOs is not impeding per se, it brings
additional administrative and bureaucratic burdens for organizations. The administrative capacity of
state organizations for the implementation of EU funding programs is rather weak and frustrating for
CSOs. On the other hand, a supportive taxation mechanism enables individuals and corporations to
donate up to 2% of their income for the common good and deduct that amount from their taxes.

With the exception of the recently revised association law, all fields of law relevant for the
CSOs' activities are assessed rather negatively (see Figure 7-3). The tax law is a point of criticism con-
cerning the development of the social economy, and presently, state owned organizations have a mo-
nopoly in the field of public services (BeZovan, 2019). Bureaucratic and inefficient state organizations

providing public services are operated by people from political parties. The government is not willing
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to open a debate on the potential of social enterprises in this field. The respondents of the Civil Soci-
ety Survey (2018) further report a lack of professionals in CSOs and of academic education for the
CSOs’ management as well as a lack of services for young people in rural areas, for victims of domes-
tic violence, for poor people and for the Roma population. According to the opinion of the respond-
ents, the emigration of young people to the west and other negative demographic trends are further
relevant social and political issues, but political actors tend to ignore these issues in public debates.

FIGURE 7-3: CROATIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

Tax law

Labour law

Association/
corporate law

Procurement law
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Source: Civil Society Survey, 2018, n = 32 to 36

The freedom of expression and the advocacy of CSOs are constantly improving and CSOs are increas-
ingly acknowledged as stakeholders. In some fields, they even play the role of co-governors!¢ (BezZo-
van, Zrins§¢ak, 2007; Bezovan, Matancevi¢, 2017). CSOs are increasing their capacities to attract vol-
unteers and they have more and more impact on the improvement of the social environment in soci-
ety. They show a high capacity to mobilize citizens to support their goals and activities. In addition,
the watchdog function is publicly accepted. However, we also need to agree with the survey results:
For the most part, CSOs are not perceived as equal partners in finding solutions to social problems,
they are not actively involved in public debates and are not in a position to impact or improve the le-
gal conditions in society (see Figure 7-4). According to one of the respondents “a lot of organizations,
which have tight relations with the leading party will establish themselves with guaranteed funds
from the government and will promote the ideas form the government” (Civil Society Survey, 2018).

16 Tn the field of democratisation and fair elections, GONG is very active, in ecological issues Eko-Kvarner is very visible, in the
field of children’s rights and protection of children Kordinacija udruga za djecu (Coordination of associations for children)
plays an important role and RODA is recognised in the field of women’s rights.
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FIGURE 7-4: CROATIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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Source: Civil Society Survey, 2018, n = 36 to 37

7.3.  RESOURCES

Regarding the accessibility of different funding sources in Croatia (see Figure 7-5), EU funds are per-
ceived as the most accessible source (mean 3.8). It needs to be stressed that the composition of the
respondents in the survey reflects a dominance of stronger organizations, presumably with above-
average professional capacities, human resources and experience in EU projects. The majority of the
respondents (76%) indicate the EU funds as one of their main funding sources (see Table 18-1). Ear-
lier research (Bezovan, Matancevi¢, 2011) identified a bias towards more developed and professional-
ized organizations in surveys. Thus, the EU pre-accession funds served as an important and generous
funding source for a smaller number of skilful organizations. On the other hand, professional and
sustainable human resources were one of the biggest challenges for the CSOs’ development, and the
majority of the CSOs lacked professional human resources and therefore also the necessary capaci-
ties for competing for these funds. In the past few years, EU funds (most importantly the ESF) have
become available for Croatian CSOs, and there has been an increasing interest of organizations to
submit their projects and programs to the ESF. In 2017, funds were available for a variety of pro-
grams in the areas of employment, social inclusion, education, deinstitutionalization of care services,
etc. (USAID, 2018).

Traditionally, government funds (at different levels) were the most important funding source
for Croatian CSOs, with cities and different ministries being funding sources for the majority of the
CSOs (Bezovan, Matancevié & Baturina 2017). Thus, 62% of the organizations in this survey name
government funds as one of their main funding sources (see Table 18-1). They rank as the second-
best accessible source (mean 3.4) following EU funds (see Figure 7-5). This ranking mirrors the fact
that the procedures for acquiring funds from the local and national governments are becoming in-
creasingly demanding for CSOs.

On the other hand, funding opportunities from the business sector and from individuals are
assessed as least accessible (mean 2.3 and 2.5 respectively). These sources include income from sell-
ing goods and services as well as from donations. This perception can be explained by the unfavoura-
ble and inconsistent tax framework regulating the CSOs’ selling of goods and services (USAID, 2018).
Furthermore, traditionally, corporate and individual giving have been a relatively undeveloped prac-
tice in Croatia. The corporate sector has gradually shown an increased interest in supporting CSOs,
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primarily at the local levels and among small and medium-sized business. Moreover, some better-
developed business actors have introduced the practice of corporate social responsibility (BeZovan et
al., 2017). The practice of and potential resources for individual and corporate giving are under-re-
searched and rather neglected in the public discourse (Bezovan, Matancevi¢, 2017). Data for the
period 2004-2014 show that the number of claimants for tax deductions increased, with a peak in
2009 (business actors and individuals vary across years and possibly reflect economic trends), fol-
lowed by a decrease in the after-crisis period. However, whereas there has been an increase in the
number of claims for tax deductions from individual citizens (in 2014 compared to 2005 it grew by
250%), the increase in the total amount of donations was moderate (BeZovan, Matancevié, 2017.).

FIGURE 7-5: CROATIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 34 to 37

The CSO sustainability index USAID (2018) shows a trend of slight deterioration of the financial via-
bility of CSOs after 2015. However, the index for 2017 ranked somewhat better compared to 2016,
when the financial viability was assessed as the lowest in the past five years due to drastic cuts of
funding from public sources in 2016. Still, the financial viability is assessed as the least sustainable
dimension of the CSOs’ sustainability in Croatia in 2017.

In the Civil Society Survey (2018), the stability of funding is perceived rather negatively as well, with
only 3% of organizations sharing the view that the funding for CSOs is very stable. On the other hand,
respondents are more optimistic when it comes to the potential for funding in the following years,
given that 14% of the respondents expect an improvement. However, many respondents (almost
40%) foresee no change regarding the funding potential in the following years (see Figure 7-6).
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FIGURE 7-6: CROATIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTENTIAL
FOR FUTURE FUNDING (NEXT 3 YEARS)

Stability of funding 1402
Potential for funding " 20 20 ;
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Source: Civil Society Survey, 2018, n = 36 to 37

7.4.  FUTURE PROSPECTS AND OUTLOOK

Changing relationship with the government. The respondents of the Civil Society Survey
(2018) notice a diminished government support, but also trends like a shrinking democratic space
and the pushing of civil society organizations into the direction of service providers (for new social
risks or in educational reform, for example). The Croatian CSOs’ role in advocacy or policy-making is
perceived to be superficial due to the unsupportive political climate in the country. Some respond-
ents expect the widening of nepotism towards the civic sector, in which those CSOs close to the ruling
party will be favoured. This will result in the misrepresentation of responses regarding the real needs
in society.

The political level and the state administration do not acknowledge the importance of the
sector (Baturina, Matancevi¢, BeZovan, 2019). In policy-making, there were some improvements of
public consultations regarding primarily the number of participants and not the output. Good gov-
ernance is a new concept in the Croatian socio-political environment, which developed parallel to the
Europeanization of the public policy, but it was not embedded into the public administration. Some
respondents of the Civil Society Survey (2018) see other future developments such as the engage-
ment of parts of the sector in formal politics. Governmental support in providing an institutional and
legal framework will be more and more subject to arbitrary political decisions rather than stable and
autonomous mechanisms (Civil Society Survey, 2018). That could be a consequence of the relatively
turbulent government changes in 2016, which seem to have contributed to a sense of instability in
the civic sector. CSOs consider the legislative as too prescriptive (USAID, 2018) and limiting (Bezo-
van, Matancevi¢; Baturina, 2016; Baturina et al., 2019). Although some respondents expressed more
pessimistic opinions, others think that the influence of civil society will rise.

Challenges in obtaining financial support will possibly change the direction of civil so-
ciety. Less public financial support and an increased orientation towards available EU funds is ex-
pected. In the area of funding, many organizations see the lack of financial resources as a significant
problem, and numerous organizations face problems regarding their sustainability (Baturina et al.,
2019, Bezovan et al., 2016). Therefore, the diversification of funding sources is another trend. More
organizations engage in economic activities and more project applications for the available EU funds
are filed. On the other hand, the respondents to the Civil Society Survey (2018) notice an increase in
the bureaucracy for administrating EU and governmental funding. The increase in bureaucratic de-
mands is a significant burden that many organizations feel (Baturina et al., 2019, Baturina, 2016). In
the opinion of the respondents, CSOs will have to look for more self-financing methods. There is a
trend towards more recognition of social entrepreneurship and the social economy. However, the
new and unestablished field of social entrepreneurship faces numerous obstacles, highlighted by the
unsuccessful implementation of the first strategy for its development (Baturina, 2018). CSOs are
aware of the need to develop new fundraising models, such as networking or crowdfunding, but such
efforts as well as philanthropic activities are still rare (USAID, 2018).
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Exogenous factors. Some wider social trends influence Croatia as well. As seen in the an-
swers of the respondents to the Civil Society Survey (2018), the main problems are negative demo-
graphic trends accompanied by recent emigration. Although the data are vague, Croatia has experi-
enced significant emigration of prime-age workers in the last couple of years. This is related to the
socio-economic situation in the country, but also to the opening of the EU labor markets for Croatian
employees as a result of the EU membership. Certainly, demographic change has put a lot of pressure
on different parts of the welfare system (e.g. employment, pensions system). Further demographic
changes (e.g. the ageing of the population, migration) will require the civil society to adjust its main
goals by focusing on service provision for the newly emerging issues and especially for the aging pop-
ulation. Civil society organizations could widen their role in the provision of social services and other
aspects of the welfare state under the principles of the welfare mix. In addition, emigration means
there will be a reduction of potential citizens interested in volunteering, as young and educated peo-
ple tend to volunteer more often.

The respondents noticed some other external factors: The international political context will
strengthen Croatia's role as a first stop for migrants on the route to Europe and will highlight issues
related to the effective integration of migrants. Environmental protection and climate change are ex-
pected to create an increased need for CSO activities (Civil Society Survey, 2018). The previously
listed topics are accounted to the sphere of civil society organizations (Baturina 2016, BeZovan et al.,
2016) rather than to the sphere of official politics. Therefore, CSOs are expected to increasingly en-
gage in these topics.
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8. Czech Republic

Jiirt Navrdatil , Jakub Pejcal

(112018, the Czech civil society went through political turmoil, when the new government announced\

the implementation of a new economic policy for the nonprofit sector. More particularly, the volume of
financial transfers of public funds to CSOs has become an issue of public dispute and raised the concern
of CSOs, which was also widely echoed by the media. The nonprofit organizations also criticized uncer-
tainties in the allocation of public funds and persisting administrative burdens, most notably related to
the taxation policy. Despite their efforts to diversify their financial resources and despite the latest gov-
ernment measures, CSOs remain economically dependent on public budgets. This leads to policy efforts
to exert more control over and to centralize these financial flows. On the other hand, there are endeav-
ours by part of the public administration to alleviate the administrative burden and open access for
CSOs to EU funds. The participants of the Civil Society Survey perceived all other types of resources as
less accessible to civil society actors. Despite this, they assessed the stability of funding higher in recent
years. The relation to the local governments and the EU is viewed in a more optimistic way. In general,
CSOs see themselves as freely operating actors, although with little impact on their social and political

environment. Still, the outlook of CSOs is rather gloomy, as they fear a lack of financial resources and
Qunting political pressures in the future. )

8.1. INTRODUCTION Czech Republic: Key facts

In 2018, the tensions between the Czech civil Population: 10,637,794 (CZSO, 2018a)
society and the state slightly increased. Con-
trary to the previous political period (1989-
2016, see Navratil, Pejcal, 2017), many civil so-
ciety organizations became openly cautious be-
cause the national political landscape changed, Number of active CSOs: 73,842 (estimate)
and a threat to their primary financial re-
sources - public funds — became apparent. The
parliamentary elections in autumn 2017
marked the starting point of these tensions, as
it brought victory for the centrist movement
ANO 2011, which has often implemented op-
portunistic public policies, including those towards the nonprofit sector.

EU membership status: member country (since 2004)
GDP per capita: 23,210 USD (IMF, 2019)
Number of CSOs: 133,842 (CZS0, 2018b)

Number of active CSOs/1000 citizens: 6.94 (estimate)

Most developed fields of activity: culture; sports and
leisure; professional associations (CZSO, 2018b)

Population share engaging in volunteering: 2.14%
(CZSO0, 2018c)

The nonprofit sector became the target of two important public debates. The first one is re-
lated to the financial resources, and the second one deals with the legal (and economic) public benefit
status. In January 2018, president Zeman launched a public discussion on the extent of public funds
for nonprofit organizations, which led to the decision to cut state funding by almost 25%. After public
and media criticism of the selectivity of this approach and political bias, the 2019 state budget for
CSOs increased. At the same time, the prime minister and the minister of finance continuously insist
on the necessity to keep an eye on the financial flows into the nonprofit sector and urge the (other)
ministries to control the efficiency of money transferred there. The second debate included a discus-
sion over a potential legal status of public benefit. Despite the long-term pressure from CSOs, the re-
lated legislation was never passed. Consequently, the Parliament excluded the concept of public ben-
efit from the Civic Code, and thus, concluded the policy process.
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Which organizations participated in the Civil Society Survey?

The sample of the Czech CSOs participating in the survey consists of 54 organizations. Their age is

relatively evenly distributed across various periods: 23% of the CSOs were established before 1991,
37% between 1991 and 2000, another 31% between 2001 and 2010, and 10% after 2011. This corre-
sponds to the continuous development of the number of registered Czech NGOs (CZSO, 2018b).

In terms of activity, most of the participating CSOs are primarily engaged in education and
research (26%) as well as in social services (21%). Further fields of activity are environment (9%), po-
litical advocacy and law (8%) as well as international activities (6%), culture and arts (6%), health
services (4%), social clubs (4%), business and professional associations (4%), philanthropy (2%) and
sports and recreation (2%). None of the respondents named development and housing or religion as
their main fields of activity. This distribution does not perfectly reflect the actual population of Czech
NGOs — e.g. sports is traditionally the most frequent type of activity in the sector (CZSO, 2018).

In terms of functions, 49% of CSOs in the survey declared to perform all key functions of civil
organizations - service provision, advocacy and community building. 32% are active in service provi-
sion and advocacy, 9% only in services, 4% only in advocacy and 2% only in community building.
This might suggest an overrepresentation of the advocacy function, as compared to the population of
Czech CSOs (CZSO, 2018).

Moreover, the sample contains mostly medium-professionalized CSOs (51%), but also low-
professionalized (26%) and high-professionalized ones (23%). In terms of size, the annual budgets of
the CSOs reveals that only few operate on less than 5,000 EUR a year (6%) and 25% have yearly
budgets between 5,001 and 100,000 EUR. Almost half of the surveyed CSOs reach annual budgets
between 100,001 and 1 million EUR (47%) and almost another quarter even exceed the 1 million
mark (23%).

The structure of funding shows a clear preponderance of government funds (83%), individ-
ual donations (83%) and corporate donations (60%). Furthermore, EU funds (57%) are represented
as well as funds from domestic foundations (47%), other CSOs (38%) and foreign foundations (38%).
This seems to be somewhat representative of the Czech nonprofit organizations, according to several
studies (Cisaf, Navratil & Vrablikova, 2011; Spalek, Hyanek, Fonadova, Hladka, Jakubcova, Katriak,
Matulova, Placier & Prouzova, 2017).

8.2. POLITICAL AND LEGAL FRAMEWORKS

Generally, the relation between civil society and political actors corresponds more or less with the
corporatist model. The government considers CSOs as supplemental to its own policies and tries to
co-opt and control them through funding, regulations and the establishment of government-spon-
sored CSOs (Fri¢, 2005; Taras, 2007; Navratil, Pospis$il, 2014). Thus, the CSOs consider the relation
with the state as very important. Political changes may affect the cooperation between political elites
and civil society actors. The recent parliamentary elections in the autumn of 2017 indicated such a
shift. Although the political composition of the cabinet has largely remained the same, the previously
minor ANO movement has won the elections and has lead the cabinet since then (CZSO, 2019a). The
previous predominantly open attitude of the government towards civil society started to change. The
new prime minister has repeatedly expressed concerns over the amount of money distributed from
the state towards nonprofit organizations and over the lack of transparency in the allocation of public
funds. In addition, the political tensions between the government and advocacy-oriented CSOs have
been rising because of a series of allegations related to the prime minister’s conflict of (business) in-
terests (Cisa¥, Stétka, 2016). Both of these factors contributed to the diversification of the central
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government support of CSOs, as illustrated by the diverging opinions in Figure 8-1.The local govern-
ments are perceived as more supportive of CSOs compared to the national government. The EU is
generally assessed positively in terms of support for the civil society.

FIGURE 8-1: CZECH REPUBLIC - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITU-
TIONS

naticnal
gowvernment
local/ municipal
gowvernment

taxation 2.’9
authorities
administrative 269
authorities
1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 49 to 53

The basic legal framework for CSOs is provided by the Constitution, the Charter of Fundamental
Rights and Freedoms and other laws specifying the rights of association and petition (i.e. the Civil
Code, the Act on Association in Political Parties and Political Movements, the Act on Churches and
Religious Congregations, the Act on Foundations and Funds). There are also some important govern-
ment resolutions, which shape the relationship between the state and the CSOs, most notably the res-
olution on the establishment of the Government Council for Non-Governmental Nonprofit Organisa-
tions (GCNNO) in 1992 (Pospisil, Navratil & Pejcal, 2015). This is the advisory and coordinating body
of the government dealing with issues related to the nonprofit sector, with 50% of its members repre-
senting the nonprofit sector and 50% the executive branch of government (Navratil, Pejcal, 2017).
Most of these regulations remain active and were not changed in 2018.

One exception is the amendment of the Civil Code, which took effect in 2018. This concluded
a discussion, which was launched more than a decade ago. Both the nonprofit sector and the public
officials attempted to agree on a legal public benefit status providing legal and economic benefits to
nonprofit organizations. Even though the general framework of the public benefit concept was de-
fined in the new Civic Code (2012), the implementing laws were never passed. For instance, the Min-
istry of Finance repeatedly declined to assign a tax relief to organizations with that status. Addition-
ally, there were concerns that the certification process of the public benefit status would burden the
courts. Consequently, the Parliament excluded the concept of public benefit from the Civic Code alto-
gether, and thus, concluded the policy process (Ceska justice, 2017).

Some further legislative changes were also underway in 2018 — either in preparation or al-
ready in effect. Most notably, the General Data Protection Regulation, which introduced new details
to personal data protection, was implemented into Czech legislation. Secondly, the electronic evi-
dence of sales was implemented into the tax legislation in order to decrease tax evasion. This brought
new administrative duties, especially for CSOs with permanent subsidiary entrepreneurial activities.
Thirdly, a public register of beneficial owners was introduced in the Czech Republic as part of the
anti-money-laundering initiatives of the EU. This register was established as one of the information
systems of the public administration, and all legal persons included in existing public registers are
supposed to be recorded by the local registration courts. By 2020, civic associations must also com-
ply with this obligation. Lastly, an amendment to the law on budgetary rules, which aims at estab-
lishing a mechanism of provision of state subsidies to CSOs, is currently being prepared and dis-

cussed.
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Most of the CSOs participating in the Civil Society Survey (2018) recommended improve-
ments in the areas of tax legislation, social policy and labor law, as seen in Figure 8-2. While CSOs
consider the association and corporate laws as quite favourable, the respondents are more critical of
the tax law. This presumably reflects the recent debates concerning the public benefit status and/or
the additional administrative burdens caused by the new measures aimed to prevent tax evasion or
money laundering. This might also be an explanation for the rather negative assessment of bureau-
cracy by the surveyed practitioners (see Figure 8-3).

FIGURE 8-2: CZECH REPUBLIC - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Source: Civil Society Survey, 2018, n = 42 to 53

There were also positive changes in 2018. Firstly, supermarket chains must provide unsalea-
ble food to food banks and to other CSOs registered by the Ministry of Agriculture, in order to be dis-
tributed to vulnerable or needy people. Although this is a progressive change supported by the CSOs,
it initially created logistic problems, because many CSOs were not prepared for the large increase in
the amount of food to be stored and distributed (E15, 2018). Secondly, preparations of the law on so-
cial entrepreneurship have continued throughout the year. The law aims to define the concept of the
social enterprise, the role of the public administration in registering these entities and the forms of
support available to these entities (e.g. subsidies, guarantees, money saving credits). The law is ex-
pected to enter into force in 2020. All these positive developments may contribute to the CSOs feel-
ing that they are able to operate freely within the law (see Figure 8-3).

FIGURE 8-3: CZECH REPUBLIC - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

C50s are allowed to
operate freely within the law
There are transparent
procedures for the allocation and
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The bureaucracy for CS0s
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1- strangly disagree 5 - strongly agree

Source: Civil Society Survey, 2018, n = 51 to 53

Czech CSOs usually keep a large distance from politics according to their definition. How-
ever, the concept of politics has a narrower meaning in the Czech context. It is associated with tradi-
tional political ideologies, and thus, closely connected to partisanship and “behind-the-scenes politi-
cal intrigues”. CSOs, which broadly reject this version of politics, traditionally declared themselves as
non-political, although they regularly negotiate with politicians and participate in policy processes in
numerous ways (Navratil, Pospisil, 2014). Many CSOs regularly conduct advocacy activities with con-
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siderable success, especially through membership in various advisory bodies of the public admin-
istration. Nonetheless, they do not consider these activities to be “political”, as they are allegedly not
lead by political (i.e. openly ideological) motives. This ambivalent relationship between civil society
and politics explains the rather optimistic assessment of CSOs’ ability to perform a watchdog role
without fearing any repression. At the same time, CSOs are rather skeptical of their ability to change
the political and legal environment or to establish partnerships with leading political actors (see Fig-
ure 8-4). As previously mentioned, another possible explanation for this rather positive assessment is
the GCNNO, given that this institutional body provides CSOs with the possibility to get involved in
the political decision-making process. Furthermore, political activism among CSOs has intensified
after the recent parliamentary elections, as a result of the prime minister’s conflict of interests'’.

FIGURE 8-4: CZECH REPUBLIC - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOs
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Source: Civil Society Survey, 2018, n = 50 to 52

8.3. RESOURCES

Most of the services of Czech CSOs are provided either free of charge or at a lower rate than the ac-
tual costs. Therefore, the CSOs have to rely on resources other than their own revenues. According to
the Czech Statistical Office (2019b), in 2016 the activities of the nonprofit institutions, were made
possible largely by the transfers from the public sector (19.4 billion CZK; ca. 756 million EUR). This
represents the traditional source of funding for Czech CSOs. Income from sales of non-commercial
production (13.9 billion CZK; ca. 542 million EUR) also play an important role. Membership fees (3.5
billion CZK; ca. 136 million EUR), donations from legal persons (2.9 billion CZK; ca. 113 million
EUR) and from natural persons (1 billion CZK; ca. 39 million EUR) constitute further financing op-
portunities for CSOs, however to a smaller extent. Foreign resources are not very significant either (2
billion CZK; ca. 78 million EUR). This is largely consistent with the perception of the surveyed CSOs
towards the availability of the various funding opportunities to the Czech civil society sector (see Fig-
ure 8-5).

17 The prime minister indirectly owns several major Czech agricultural and chemistry companies, which have received national
and EU subsidies.
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FIGURE 8-5: CZECH REPUBLIC - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 44 to 52

In terms of the structure of public support for the nonprofit sector, the largest share of this support
comes from the state budget (61%), followed by the municipal budgets (22%), regional budgets (16%)
and state funds, such as the State Agricultural Intervention Fund, the Czech Film Fund or the State
Environmental Fund (1.2%) (GCNNO, 2018a). The most strongly supported areas of activity are
sports (34%), social affairs and employment (30%), education (9%) and culture (8%). If voluntary
activities were financially evaluated, they would represent the third most important source of finance
(6.4 billion CZK; ca. 250 million EUR). Generally, financial resources of nonprofits tended to grow
over the past years (GCNNO, 2018a).

Subsidy provision from public budgets is under strict supervision by the public bodies. Since
2018, they cannot be granted directly anymore, but only through procurement. Nevertheless, debates
on the lack of transparency of public financing in the nonprofit sector have been ongoing in 2018. Af-
ter several critical remarks by the president and prime minister related to the government funding of
CSOs, the Ministry of Finance declared an effort to cut the proposed state budget of 14 billion CZK
(ca. 546 million EUR) for nonprofits by 3 billion CZK (ca. 117 million EUR) in 2018. After representa-
tives of the sector started to protest publicly, the officials eventually approved the planned total
amount. However, some significant shifts are expected among various thematic fields of support. At
the same time, governmental efforts to analyse and record all financial flows from the state budget to
the CSOs, with the purpose of creating an overall picture of state funding, will continue (CT24, 2018).
A positive development concerning state funding are the multi-year contracts that some ministries
(e.g. for Social Affairs, Justice, Culture, Foreign Affairs) have been signing with CSOs since 2016 in
order to increase their stability. The Supreme Audit Office supported this initiative, at least in the
case of the Ministry of Education (GCNNO, 2018b).

In general, most CSOs suffer from a low diversification of resources (Rakusanové, 2005). Alt-
hough some sources indicated a growing independence of the Czech nonprofit sector from public re-
sources between 2008 and 2013 (Spalek et al., 2017), more recent data (see above) suggest that the
CSOs’ dependence on public funding is still quite high and also brings significant administrative
costs for the sector (GCNNO, 2018a). The same applies to the funding opportunities from the EU
structural funds, which are generally deemed as a bureaucratic burden by CSOs. For this reason, a
mere 2.11% of the registered CSOs used these resources in 2017. This share exceeds the previous pro-
gramming period by 1.25%, but is still quite low. Thus, the GCNNO aims to promote some changes
and to establish so-called “global grants” mechanism for the next programming period. This would
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imply a stronger role of the civil society and foundations in the redistributions, which should raise
the number of CSOs funded by EU grants. The declared goal is 4% of the Czech CSOs (GCNNO,
2018c).

In recent years, the CSOs show an increased interest to diversify their resources. For in-
stance, they attempt to engage private donors and organize fundraising events (e.g. Giving Tuesday)
or to cooperate with foundations on new mechanisms of donor recruitment, such as establishing
crowdfunding initiatives or online donors’ portals. Data from tax offices suggest that the support of
CSOs from private donors has indeed increased slightly lately (Financial Administration, 2018). In
2017, first efforts of the GCNNO to contribute to the capacity building of CSOs by providing re-
sources to interdisciplinary networks took place. These initiatives provide additional resources for
CSOs. However, the structure of the CSOs’ resources tends to remain rather unchanged in the long
term (CZSO, 2019b).

Maybe the strong role of public funding causes the CSOs’ perception of the stability of their
funding as rather high. At the same time, CSOs are quite skeptical about the future potential for
funding, which possibly reflects their partly unsuccessful efforts for diversification (see Figure 8-6).

FIGURE 8-6: CZECH REPUBLIC - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE
POTENTIAL FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey 2018, n = 51

Besides seeking financial resources outside of the public budgets, it seems that another opportunity
for CSOs to increase and diversify their financial resources is to identify new fields of activity, where
they can provide new services or solutions. A few examples of important areas, which have become
politically visible, are housing (especially for vulnerable groups), over-indebtedness of citizens and
distraints (Civil Society Survey, 2018).

8.4. FUTURE PROSPECTS AND OUTLOOK

CSOs participating in the Civil Society Survey (2018) refer to two dominant issues — their relation-
ship to the government and their resources. Many CSOs fear that the pressure that the state puts on
CSOs will rise as a result of growing authoritarianism and political opportunism of the political elite.
In line with current trends in other European countries, right-wing tendencies are also observable in
the Czech Republic. A possible indicator for this development is the recent dispute among the gov-
ernment and the civic sector, which has often been interpreted as an effort to increase the state con-
trol over the nonprofit sector by cutting public expenditures. CSOs fear that this development will
mostly affect the generally progressive environmental and/or human rights organizations, including
service-oriented ones and watchdogs. They also suspect that the ongoing conflict between CSOs and
the government will have an impact on the attitudes of society towards nonprofits, but, most im-
portantly, on their resources. Although the financial resources available to CSOs have been continu-
ously increasing in recent years, the respondents fear that they will shrink in the future. Another con-
cern that the surveyed CSOs express in relation to public funding is the growing bureaucracy of the
public administration. Furthermore, increased benchmarking and outcome/impact measurement of
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the CSOs’ activities is expected from public or private financers. Still, CSOs are not very optimistic
that the government will be open to support and cooperation when dealing with certain social issues,
and that it will be willing to pay the “market price” for these services (Civil Society Survey, 2018).

The survey respondents offered possible solutions how these problems could be tackled: The
CSOs will have to improve their credibility in the eyes of the public, in order to increase the share of
private donations. Moreover, new methods of fundraising will need to be used more frequently. CSOs
also consider the necessity of a stronger orientation towards private resources, for instance through
collaboration with companies in terms of corporate social responsibility. Furthermore, CSOs will also
have to adapt to the demographic changes in the future, such as an ageing society and a low birth
rate, which will have long-term implications for society as a whole (Civil Society Survey, 2018).

At the same time, the representatives of CSOs participating in our survey formulated some
positive prospects. They generally speak of a “slow improvement” of civil society and its growing
“stronger and stronger” (Civil Society Survey, 2018). Some respondents also expect civil society to
gain more influence on public policy. Some expressed their belief that CSOs will become more active
on a local or regional level in view of the changing scale of political activism. In terms of resources,
more private companies are expected to be willing to financially support civic causes. Furthermore,
one of the optimistic predictions concerning the resources relates to the rising involvement in various
civic causes, and therefore, to the rise in terms of private donations as well (Civil Society Survey,
2018). To conclude, although CSOs’ opinions about the future are mixed, many developments are
currently underway, which is an indicator for a dynamic and vibrant civil society.
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9. Hungary

Istvan Sebestény

Since the “second change of the political system” in 2010, the democratic practices in Hungary have

been continuously deteriorating. In 2018, general elections took place, and the Orban-led coalition won
for the third consecutive time. The Orban regime totally transformed the political and legal framework,
which has also affected CSOs in Hungary. The government has continuously tried to restrict the rights of
the civil society. During the past years, several laws restricting CSOs were passed. Moreover, the public
funding of the sector has come under the control and influence of the government. As far as the future is
concerned, most CSO-practitioners who participated in the Civil Society Survey (2018) are not optimis-
tic. They believe the government will further restrict civil society’s capacity to act by narrowing civic
freedoms, imposing restrictive laws and implementing biased funding schemes. At the same time, opti-
mistic CSO-practitioners hope that many CSOs will be able to meet these challenges and that more
grassroots and community-based organizations as well as more civil activism will emerge.

9.1. INTRODUCTION

Hungary: Key facts

The current political situation in Hungary is
characterized by a rise of illiberal practices,
which continuously erode the democracy in the
country. This process started with the change
in political power, when the FIDESZ party led
by Viktor Orban rose to power in 2010. The po-

Population: 9,778,371 (2018) (KSH, 2018a)

EU membership status: member state (since 2004)
GDP per capita: 17,300 USD (IMF, 2019)

Number of CSOs: 85,167 (2017) (KSH, 2018¢)

Number of active CSOs: 61,151 (2017) (KSH, 2019a)

litical rhetoric that developed after this point
was directed against NGOs. In particular,
NGOs relying on foreign funding were depicted
as a threat to Hungary’s sovereignty. As a re-
sult, continuous efforts from the leading politi-
cal actors aimed at minimizing the involvement
of civil society organizations in political deci-
sion-making processes (Bir6-Nagy, 2017).

Number of active CSOs/1000 citizens: 6.3 (KSH,
2018a; KSH, 2019a)

Most developed fields of activity: sports and recreation
(KSH, 2019a)

Population share engaging in volunteering: 26.1%
(2014) (KSH, 2016)

These trends established over the course of the previous years, and presently they still define
the social and political discourse. In particular, civil society organizations have been associated with
immigration-related topics, of which they are allegedly in favour (USAID, 2018). More recently, the
Alliance of Young Democrats-Civic Union (FIDESZ-MPP) in coalition with the People’s Christian
Democratic Party (KDNP) has secured a two-third parliamentary majority for the next four years, as
a result of the general elections that took place in April 2018 (Foundation Robert Schuman, 2018).

During the past few years, several laws were passed restricting civil society organizations.
The Law on the Transparency of Organizations Supported from Abroad, also known as the “Anti-
NGO Law”, targets foreign-funded organizations (Venice Commission, 2017; OSCE, 2017), and the
so-called “Stop Soros” legislative package, supports, among other anti-immigration measures, the
introduction of the special tax on immigration (Venice Commission/OSCE, 2018; Hungarian Hel-
sinki Committee, 2018). These legislative changes have a significant impact on both, the activity of
CSOs and their chances of attracting funds. Resulting from the restrictions on civil society, some
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well-established organizations such as the Open Society Foundation have decided to leave Hungary.
On the other hand, these developments have sparked strong reactions from the civil society, such as
mass protests in spring 2017 against laws like the Higher Education Act that aimed to shut down the
Soros-funded Central European University (Government of Hungary, 2017; USAID, 2018). Towards
the end of 2018, protests against the so-called “Slave Law”, a labor reform regulating unfavourable
conditions for employees regarding overtime work, took place (Parliament of Hungary, 2018;
Schaeffer, 2019).

Overall, the CSOs’ sustainability has deteriorated in view of the recent political develop-
ments, although there were positive and negative developments during this period. According to the
latest accessible USAID sustainability index for CSOs, the general indicator negatively changed be-
tween 2016 and 2017 from 3.6 to 3.8, on a scale from 1 (sustainability enhanced) to 7 (sustainability
impeded) (USAID, 2018: 96; USAID, 2017). Concerning the USAID sustainability index of the Hun-
garian CSOs, all indicators have continually worsened.

Which organizations participated in the Civil Society Survey 2018?

In Hungary, 49 experts took part in the survey. A quarter of them represents the CSOs involved in
education and research as their main field of activity; every seventh organization is mainly active in
in the field of culture and arts; and every tenth organization operates in the fields of environment
and advocacy. In 2017, the Hungarian nonprofit sector comprised a total number of 61,151 organiza-
tions. About two thirds of all NGOs were registered as membership organizations, whereas the re-
maining third took the form of foundations. Membership organizations were mainly active in the
fields of leisure and sports (43%), followed by culture (21%). The cultural field was among the top
three fields of activity with a share of 15%, preceded by the fields of social services (16%) and educa-
tion (33%) (KSH, 2019a).

All of the surveyed organizations were established before 2015, with 11% of the participating
organizations being founded before 1991, another half of the sample being established between 1991
and 2000, and about 40% being founded between 2001 and 2015. More than half of the surveyed
CSOs are generally multifunctional, as they provide services, advocacy and community building at
the same time, and almost another quarter are engaged in service provision and advocacy activities.
A combination of advocacy and community building activities corresponds to the profile of 12% of
the participant organizations, while 7% of the organizations offer a mixture of services and commu-
nity building activities. 2% of the respondents offer service provision or advocacy activities exclu-
sively, and none of the organizations is solely specialized in community building.

All of the respondents manage less than EUR 1 million, in fact, over one third of them uses
less than EUR 5,000 per year. Another 27% have yearly revenues of EUR 5,000 - 50,000, 13% be-
tween EUR 50,000 and 100,000 and 23% between EUR 100,000 and 1 million. The main income
sources for the surveyed CSOs are donations from individuals (71%), followed by public support from
the government (44%); and 42% mentioned EU funds, which is highly overrepresented, as the total
share in the whole nonprofit sector is only 2 percent (KSH, 2019). In 2017, the nonprofit sector regis-
tered total revenues of more than HUF 1,924 billion (EUR 6,223 million) (KSH, 2019).

Among the respondents, there are CSOs working in rural (23%), urban (43%), or both rural
and urban areas (34%), rather on a local/regional (57%) than on a national level (34%), being even
less active on a European level or worldwide (9%). Most of the participating practitioners are quite
optimistic about the three-year future of their organization (65%), a quarter expresses uncertainty
regarding their future prospects and further 11% are not at all confident of their prospects over the
next three-year period.
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9.2, POLITICAL AND LEGAL FRAMEWORKS

The year 2018 was marked by the general elections in April, which resulted in Viktor Orban and his
government securing a third mandate until 2022. Moreover, a coalition comprised of Orban’s Party
the Alliance of Young Democrats-Civic Union (FIDESZ) and of the People’s Christian Democratic
Party (KDNP) holds a two-third majority in Parliament following the last elections (Foundation Rob-
ert Schuman, 2018). The continuation of the political agenda of the past few years has not brought
any solutions to pre-existing debates related to political and legislative changes and has additionally
led to the emergence of other legal amendments and political decisions meant to advance the “illib-
eral democracy” (Bir6-Nagy, 2017) in Hungary.

An example of such a pre-existing debate revolves around the Law on the Transparency of
Organizations supported from abroad and adopted in June 2017, which is colloquially known as the
“Anti-NGO Law”. The law specifies the obligation of all CSOs receiving foreign funding to register as
“an organization receiving support from abroad” in a regional court of registration. This measure is
apparently aimed at preventing and combatting the social and political influence of foreign interest
groups as well as preventing money laundering (Venice Commission, 2017). At the same time, CSOs
view this as a stigmatizing measure meant to single out foreign-funded organizations and to limit the
working conditions for civil society (OSCE, 2017).

Concerning the civil society sector, the year 2018 was most notably shaped by the adoption of the
so-called “Stop Soros” legislative package in June, which was meant to restrict immigration. The aim
of this package is threefold (Venice Commission/OSCE, 2018; Hungarian Helsinki Committee,
2018):

- by means of the Act on the Social Responsibility of Organizations Supporting Illegal Migra-
tion (Bill No. T/1976), the aim is to compel organizations aiding immigration and asylum
seeking to register. This decision is based on the rationale that licensing is part of the social
responsibility of organizations and that ensuring transparency is a common goal;

- by means of the Act of the Immigration Financing Duty (Bill No. T/19775), which aims at in-
troducing a special tax of 25% of the total benefit originating from abroad for organizations
involved in supporting organizations. Similar arguments are mentioned, namely that such
organizations have a social responsibility to bear a part of the costs used for protecting the
borders from illegal immigration;

- by means of the Act on Immigration Restraining Orders (Bill No. T/19774), which aims at
restraining any persons aiding either illegal migrants or organizations assisting such mi-
grants in entering Hungary. This measure relies on the reasoning that any such person poses
a threat to the national security and therefore should be denied access to the Hungarian ter-
ritory.

Furthermore, the necessity for such measures was backed by the results of the national consulta-
tion “Let’s stop Brussels” conducted in the spring of 2017, which, with an overwhelming majority of
95%, seemed to support an anti-immigration approach. However, at the same time, it is argued that
the highly allusive and suggestive formulation of the questions lead to biased results, which, there-
fore, do not accurately reflect the opinion of the people. In addition, the legislative act is mainly criti-
cized for limiting international standards such as the freedom of expression or the freedom of associ-
ation, which count among the fundamental rights of the civil society (Venice Commission/OSCE,
2018).
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In the light of recent developments, it is not surprising that the respondents of the Civil Society
Survey rated the national government worst among the players defining the overall political environ-
ment. Although the local as well as other national state bodies were evaluated in a better way, opin-
ions are split, especially regarding the taxation and administrative authorities, as demonstrated by
the large spread of the data. The perception of the EU is generally positive (see Figure 9-1).

FIGURE 9-1: HUNGARY - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS
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Source: Civil Society Survey, 2018, n = 43 to 46

The recent changes in the legal framework might also explain the rather negative assessment by the
surveyed CSOs of their ability to play a watchdog function without being subjected to government
repressions or to influence the political discussion and the legal conditions in a meaningful way (see
Figure 9-2). On the other hand, the results of the survey indicate that the civil society has other re-
sources at its disposal and can, for instance, find volunteers or mobilize citizens to support their
causes quite easily (see Figure 9-2). A specific example of the vivid reaction of civil society to the re-
cent political and legislative changes are the mass protests happening in Hungary in 2017 and 2018
(USAID, 2018; Schaeffer, 2019).

FIGURE 9-2: HUNGARY - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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On a different note, but at the same time still related to the government’s restrictive migration policy,
is the so-called “Slave Law” (Bill No. T/3628), which was also the primary cause for the last wave of
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nationwide protests (Schaeffer, 2019). Towards the end of 2018, the government passed a controver-
sial amendment to the Hungarian Labor Code, making it possible for employees and employers to
agree on up to 400 hours of overtime work per year, as opposed to the previous legislation that only
allowed for up to 250 hours (Parliament of Hungary, 2018; KCG Partners, 2018). This measure is
meant to counteract the labor shortage in Hungary by allowing employees to work more hours with-
out any added administrative burdens and to limit emigration by giving employees the chance to
earn more as a result of the overtime work instead of seeking higher wages abroad. On the other
hand, the main counter-argument for the new regulation addresses its negative impact on the negoti-
ating position of employees (KCG Partners, 2018; Schaeffer, 2019).

Apart from the legislative changes associated with the migration policy of the government,
other changes with a significant impact on CSOs also occurred in 2018. Modifications that affected
both the association and the tax laws concern the public benefit status of CSOs — an ongoing discus-
sion regarding the civil society in Hungary. The legal changes concerning the public benefit status in
2012 led to a drastic decline of CSOs with that status. Organizations that wanted to retain their public
benefit status had to reapply by May 2014. Whereas in 2013 55% of the CSOs were registered, this
applied to only about 20% of the CSOs in 2015. This share further dropped in the following year.
Only in 2017, a slight increase of 2% could be observed (KSH, 2019a). However, this cannot be inter-
preted as a strictly quantitative decrease. CSOs were uncertain whether they wished to retain their
status and whether they wanted to be confined by this definition, as the transformation of the status
was not followed by an extension of the advantages involved.

Also related to the tax law, the 1% of the personal income tax, which can be designated by cit-
izens to CSOs of their choice, represents the main central budget allocation system, considering the
number of CSOs reached by that measure. This is followed by the former National Civil Fund (NCA)
and the current National Cooperation Fund (NEA), in terms of the number of organizations funded.
A particularity of the NCA was that two thirds of the decision makers were elected from and by the
representatives of CSOs, whereas the rest were delegated by the state and the Parliament (Kékai,
2013, Nagy, 2014). In the new allocation system, the government wanted to ensure its control over
the allocation of resources, therefore, the majority of qualified civilians on the board has been ex-
changed for a qualified majority of government representatives, openly stating that the state is the
best redistributor (Sebestény, 2016: 76). This is a possible reason for the negative rating by the re-
spondents of the Civil Society Survey concerning the transparency of the procedures for the distribu-
tion of public funds. By comparison, the practitioners involved in the survey are more satisfied with
other aspects of legal conduct, such as the ability to operate freely within the limits of the law and the
bureaucratic burdens linked to their activities (see Figure 9-3).

FIGURE 9-3: HUNGARY - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS
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Source: Civil Society Survey, 2018, n = 46 to 48

In view of the recent developments, it is unsurprising that the surveyed CSOs perceive the different
fields of law as quite impeding for their functioning. As far as the different laws are concerned, the
assessment of the tax and association/corporate laws is ambivalent, while the other laws are evalu-
ated rather negatively (see Figure 9-4).
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FIGURE 9-4: HUNGARY - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

Labour law

Association/
corporate law

Procurement law

1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 36 to 47

The findings of the Civil Society Survey presented in this chapter are in line with the results of a na-
tionwide statistical survey and with those of the CSOs’ sustainability index. In 2017, the Hungarian
CSOs evaluated the legal and economic environment on average with 3.6 and the administrative re-
quirements with 3.3 on a scale from 1 (unacceptable) to 5 (appropriate) (KSH, 2019b, forthcoming).
According to the CSOs’ sustainability index, the legal conditions scored 3.7 and the organizations’ ca-
pacity to advocate scored a mere 4.3 on a scale from 1 (sustainability enhanced) to 7 (sustainability
impeded). Compared to the previous year, both indicators deteriorated (USAID, 2018).

9.3. RESOURCES

According to the latest data, in 2017, the total revenues of the nonprofit sector were more than HUF
1,924 billion (EUR 6,223 million), which represents an increase of approximately 16% compared to
2016. A considerable share of organizations (37%) operates with an annual budget of less than HUF
500,000 (approximately EUR 1,500). Therefore, the Hungarian nonprofit sector is characterized by a
large number of small size organizations (KSH, 2019a).

With regard to the funding structure of the nonprofit sector it can be observed that state
funding is gaining more importance, as the share of funds originating from the national or local state
authorities have registered an increase of 4% compared to the previous year and overall make up al-
most half of the total revenues of the sector (44%). Almost as significant in relation to the overall
composition of funds in the sector are revenues derived from the own core activities of CSOs, which
make up another 43% of the total size of the sector. Compared to the previous year, these numbers
have dropped slightly. The remaining 13% of funds available to the nonprofit sector represent private
support coming from corporates or individuals (KSH, 2019a).

Another significant resource for the nonprofit sector, although not a financial one, are volun-
teers. The estimated number of volunteers working in the sector in 2017 was 364,000 people: The
value of their contribution, when converted to paid work, equals approximately HUF 56 billion (EUR
181 million). This “time donation” can be considered as an extra revenue in-kind of approximately
3%. (KSH, 2019a)

Figure 9-5 shows a heterogeneous picture in terms of the funding opportunities for the sur-
veyed CSOs, as their opinions diverge quite significantly. However, on average, most funding oppor-
tunities are rated rather poorly. The practitioners in the survey rated only the domestic foundations
as less accessible than public funds. Donations from individuals receive a substantially higher rating;
however, this source includes membership fees, which are practically a “compulsory” contribution in
many organizations.
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FIGURE 9-5: HUNGARY - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 40 to 47

A possible reason for the split opinions on public funding is the aforementioned so called 1%
tax allocation system (introduced in 1997), which allows taxpayers to designate 1% of their personal
income tax to a certain CSO of their choice. This is rather significant for the sector, as this type of
state support is available for nearly all CSOs (CSOs established in the previous 2 years, or directly in-
volved in politics, or not registered as “eligible organizations” at the tax office are excluded from the
system). Moreover, this is the only independent distribution of public funds available, as the dona-
tion decisions are directly made by the citizens. As the tax office reported, in 2018, 27,000 organiza-
tions were provided with HUF 8.2 billion (EUR 27 million) by 1.8 million private designators (NAV,
2019).

On the other hand, the distribution of public funds by the National Cooperation Fund cannot
be considered impartial. In 2019, the fund has about HUF 6 billion (almost EUR 19 million) at its
disposal, awaiting an estimated 20,000 applications (444.hu, 2019). However, the Deputy State Sec-
retary responsible for civil affairs announced in an interview: “we try to filter out all the organizations
that — we think — are not doing real work, but basically want to achieve political goals that we disa-
gree with” (444.hu, 2019). This is a clear example of a state institution trying to exert influence over
the civil society by controlling the distribution of public funds.

This negative trend regarding the allocation of state funds was also observed by one of the
respondents of the Civil Society Survey (2018), who stated: “I'm not too optimistic. Power politics do
not support civilian organizations. The support for CSOs is changing in the negative direction or poli-
tics-oriented, false NGOs will be supported instead” (Civil Society Survey, 2018). However, some of
them did not only blame the state, but also the civilians themselves for the uncertain funding situa-
tion. Furthermore, they also named alternative solutions, such as crowd funding or foreign dona-
tions, both private and from the EU (Civil Society Survey, 2018).

The surveyed CSOs experienced notable changes related to funding in the recent past, as al-
most half of them rated the funding opportunities as not stable in the previous 3 years. Furthermore,
the respondents do not expect significant changes in the accessibility of financial sources in the near
future, given that over 40% of them assess the potential for future funding in the next 3 years as de-
clining (see Figure 9-6). Occasionally, respondents expressed more optimistic opinions, as they pre-
dict an increase of individual donations. This will go hand in hand with the overall economic growth
in the country, and subsequently, with the rising incomes of the citizens (Civil Society Survey, 2018).
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FIGURE 9-6: HUNGARY - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTEN-
TIAL FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey, 2018, n = 48

9.4. FUTURE PROSPECTS AND OUTLOOK

Hungarian experts, researchers and practitioners generally predict rather negative tendencies and
little hope for improving the circumstances of civil society. In the previous study on civil society in
CEE, the following future trends were identified (Kuti, 2017):

- The “colonization” of civil society as a result of increased government control;

- the perpetuation of the attacks against independent CSOs which share a critical view of the
current government;

- the further limitation of already scarce financial resources;

- the adaptation of civic involvement, with a growing importance of both online and commu-
nity-based involvement.

To a certain degree, the results of the Civil Society Survey demonstrate the continuation of
these assumptions. The surveyed practitioners also raise the point of civil society being affected by
government hostility. The government continues to question the legitimacy of CSOs, especially of
those who do not share its views and interests. Consequently, CSOs will find it increasingly difficult
to secure funds — a development that will possibly jeopardize the existence of some organizations, if
they do not succeed in gaining access to alternative funding sources. In addition, the media (or at
least the media organizations under government control) is perceived as hostile towards CSOs, and
therefore, as an influential factor in the weakening of the civil society. In contrast to these rather pes-
simistic predictions, some CSOs see the recent turbulent developments as a chance to renew the feel-
ings of national identity in Hungary. Furthermore, as some CSOs view the current situation as a pos-
sible turning point for the future development of civil society, they believe it also provides them with
the opportunity to change the legal environment for the better by demanding more direct and trans-
parent involvement and the monitoring of the processes. For instance, the deterioration of the legal
and political environment can stimulate the emergence of bottom-up initiatives (Civil Society Survey,
2018). Finally, the question emerges — and many authors try to find an explanation (e.g. Agh, 2016;
Antal, 2016; Nagy, 2015; Zsolt, Péterfi, 2016) — why this hostility manifested by the political power
against civil society is a necessary element of the system. Is it an action or a reaction? What lies be-
hind it?

Thus, for practical survival, the CSOs have to adapt to the changed rules of the game and can
only exercise the “ius murmurandi” (right for murmuring), reluctantly accepting the situation. At the
same time, there is hope for and expectation of developments that are more favourable, and in recent
years, the emergence of some civilian movements has been witnessed (Kuti, 2016). Nonetheless, a
continuing sense of uncertainty marks the future prospects of civil society in Hungary.
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10. Kosovo

Valmir Ismaili

4 )

Overall, the Kosovan civil society sector reflects the challenges and obstacles that other segments of soci-
ety face as well. While the country has a good legal framework on paper, recent attempts of changing (or
recent changes to) the law are impeding the progress achieved so far. For instance, in 2018, the debate on
the public beneficiary status created uncertainty among CSOs, particularly with regard to their ability to
secure funding. While the Kosovan civil society organizations mainly engage in democratization, rule of
law, anti-corruption, education and gender equality, there is still a lack of profiling and strategic prioriti-
zation of their work. Instead, CSOs are strongly oriented towards the strategic priorities of their (poten-
tial), primarily foreign, donors. Although there was an increase in public funds available for CSOs in
2018, legal regulations for CSOs have been increasing. However, the procedures for gaining access to

i public funds remain opaque and bureaucratic. ‘

10.1. INTRODUCTION

Kosovo: Key facts

After gaining its independence from Serbia over Population: 1,815,606 (UNDP, 2019)
ten years ago, a steady progress in the democra-
tization process as well as in the process of rap-

prochement to European principles has marked
the recent development of Kosovo. For instance,

EU membership status: no
GDP per capita: 4,450 USD (IMF, 2019)
Number of CSOs: 9,545 (KCSF, 2018a)

the constantly improving democracy score ac- Number of active CSOs: approx. 1,000 (KCSF, 2018a)
cording to the Freedom House “Nations in Number of active CSOs/1000 citizens: approx. 0.6
Transit” evaluation reflects this positive devel- (UNDP, 2019; KCSF, 2018a)

opment. Alongside Montenegro, Kosovo is the Most developed fields of activity: democratization;
only country in the Balkan region that registered  rule of law; anti-corruption; education; gender equality

an improved score compared to the previous Population share engaging in volunteering: 38.5%
year (Freedom House, 2018a). This finding is (2017) (Sutaj, Vidaéak, 2017)

further backed by the USAID CSO sustainability

index that acknowledges an improvement in the legal environment for CSOs in recent years (USAID,
2018). Presently, Kosovan CSOs operate freely, at least on paper, given that the current legal frame-
work does not allow for political or business interferences in the work, operations and activities of
the civil society. At the same time, the implementation of the legal framework is often deemed as
problematic. The recent proposed amendments to the Law on the Freedom of Association in NGOs
will further enhance these issues, if they are approved. Other recent events that had a destabilizing
effect are unexpected changes in political leadership, as it was the case in 2017, when snap parlia-
mentary elections took place after the dissolution of the parliament due to internal tensions. Even
under the leadership of the new parliamentary coalition, the political situation remains unstable
(Freedom House, 2018b).

An example of the challenges CSOs are currently facing refers to the possibility of distrib-
uting CSO capital to other organizations than CSOs. Another change that could negatively affect
CSOs concerns the potential loss of the public beneficiary status, which is tied to tax and fiscal ex-
emptions that CSOs currently enjoy for specific activities. This development further aggravates the
already limited ability of Kosovan CSOs to access funding.

81



The funding situation of CSOs is challenging, as there is a decreasing trend in almost all
types of funding, with the exception of public funding. Still, this support is minimal and mainly based
on short-lived projects. However, the access to foreign funding, which is the primary financing
source for the majority of the CSOs, is prevented by the recent legislative changes.

Which organizations participated in the Civil Society Survey?

According to the Kosovan Civil Society Index (2018), as of 31 December 2017, there were 9,545 regis-
tered CSOs, out of which 95% were associations and 5% foundations. The majority (85%) of the CSOs
participating in the Civil Society Survey (2018) was registered after the war of 1999, only 15% are
older than 20 years. When it comes to the fields of activity, 30% work in the fields of law, advocacy
and politics, 21% of the surveyed CSOs work in education and research, 12% in social services, 8% in
culture and arts, while only 2% each engage in international activities, environmental and animal
protection as well as the health sector. A mere 1% is mainly active in the fields of sports and recrea-
tion, philanthropic activities and business and professional association. None of the surveyed organi-
zations declared social clubs, religion or development and housing as their main fields of activity.
The majority of the CSOs engage in combined services, advocacy and community building activities
with 79%, followed by a combination of services and advocacy with 13%, while no CSO engages solely
in services or community building.

In terms of professionalization, 39% of the surveyed CSOs report a medium degree of profes-
sionalization, 31% a low and 30% a high degree of professionalization. However, in general, Kosovan
civil society organizations continue to have more volunteers than employees (KCSF, 2018a). This in-
dicates that professionalized organizations are somewhat overrepresented in this sample.

51% of the surveyed CSOs are active at the national level, 44% at the local and regional levels
and only 5% at the European level. The majority is equally present in urban and rural areas with 72%,
while 28% are active mainly in urban areas and 7% mainly in rural areas. Among the most important
funding sources are foreign donations (81%), while sources from domestic foundations are the least
accessible source of income (12%). EU funds are accessed by 55% of the respondents and government
funds by only 34%.

In 2017, 35% of the surveyed CSOs had total revenues between EUR 100,000 and 1 million,
23% between EUR 5,001 and 50,000, 12% up to EUR 5,000 and only 7% had revenues greater than
EUR 1 million. Compared to the structure of the Kosovan civil society sector as a whole, it becomes
apparent that mainly larger and well-established organizations participated in the Civil Society Sur-
vey (2018). According to the Kosovan Civil Society Index (KCSF, 2018a) almost half of the active
CSOs operate without any funds at all, and almost another quarter operates with a yearly budget of
less than EUR 10,000.

10.2. POLITICAL AND LEGAL FRAMEWORKS

The current legal framework distinguishes two forms of civil society organizations: foundations (non-
membership organizations) and associations (membership organizations). Foreign CSOs must regis-
ter and meet the same specified requirements as domestic CSOs (Law No. 04/L-057, 2011). Overall,
the registration of CSOs is quite easy in Kosovo, as organizations may apply for registration on the
Ministry of Public Administration website and conduct the entire procedure online. The registration
takes no longer than 60 days after the day of application. The authorities have the right to deny regis-
tration to groups that promote inequality.

All CSOs may apply for the public beneficiary status, which allows for tax and other fiscal ex-
emptions on the condition that their income is used exclusively to further their public benefit pur-
poses (it includes income derived from donations and grants). An NGO is taxed at the rate of 10% on

income from commerecial or other activities not exclusively related to its public purpose, which is
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subsequently reduced by deductions directly related to the expenses of carrying out such activities.
NGOs without public benefit status are taxed on their profits in the same manner as other legal enti-
ties (Law No. 04/L-057, 2011).

CSOs must file annual financial and programmatic reports in order to retain their public ben-
eficiary status. The latter may be suspended, if a CSO files incomplete reports or does not maintain
the requirements it fulfilled when it received the status. If a CSO’s status is suspended or revoked,
application is impossible for another 3 years (Law No. 04/L-057, 2011).

Kosovan legislation prohibits the distribution of any net earnings or profits of CSOs; and ad-
ditionally, assets, earnings, and the CSOs’ profits may not be used to provide direct or indirect bene-
fit to any founder, director, officer, member, employee or donor. When it comes to the dissolution of
CSOs, any assets remaining after the discharge of liabilities shall be distributed to another CSO with
similar purposes, as identified in the organization’s statute or through a decision of the organization’s
highest governing body. However, if no NGO is designated by either of these means, then the Gov-
ernment of Kosovo shall determine the CSOs entitled to receive these assets (Law No. 04/L-057,
2011).

The end of 2018 saw Kosovo facing a setback in its regulation of CSOs, as a draft of the Law
on the Freedom of Association (Law No. 03/L-134) was passed in the Kosovan Parliament, which
was considered alarming by the civil society. According to an analysis conducted by the Kosovan Civil
Society Foundation (2018b), the main concerns seen in the draft are the following: a). It changes the
conditions for distributing the NGOs’ assets after termination by acknowledging legal entities operat-
ing in the private sector as eligible recipients. This poses a threat to the not-for-profit principles of
NGOs, and therefore, this principle has been considered as unconstitutional and against the Judg-
ment of the Constitutional Court KO 97/12. This is particularly worrisome, as the majority of the
CSOs in Kosovo are funded by international donors, who wish to fund not-for-profit projects instead
of businesses, so their funds may be endangered. b). The draft changes the rules for CSO termination,
so that apart from insolvent CSOs, also inactive CSOs can be liquidated, with “inactive” being an un-
specific term that is not legally defined. The wording has been challenged as arbitrary, as the inter-
pretation of “inactivity” might allow for ungrounded decisions on the termination of CSOs at the will
of governmental bodies and without any clear set criteria. c¢). Thus, this might restrict the constitu-
tional right of CSOs to freedom of association. d). It increases the minimal number of persons re-
quired to founding associations from 3 to 77, and respectively, from 1 to 3 for establishing founda-
tions. The addition of more requirements has been challenged as being in contradiction to the inter-
national practice in this area of law; e). It removes any tax and fiscal benefits for CSOs with public
benefit status. Removing tax and fiscal benefits for CSOs will leave obligations for reporting on their
activities, which is deemed as burdensome, while no incentives for CSOs are provided (KCSF,
2018b).

The surveyed practitioners believe that most CSOs operate freely within the framework of the

law in Kosovo. On the other hand, they are more critical of the bureaucratic burdens for CSOs, how-
ever, they still assess them as being largely within acceptable limits (see Figure 10-1).
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FIGURE 10-1: KOSOVO - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

C50s are allowed to

operate freely within the law
There are transparent
procedures for the allocation and
use of public funds for C50s

The bureaucracy for C50s

is within acceptable limits

1- strongly disagree 5 - strongly agree
Source: Civil Society Survey, 2018, n = 82

After continuous civil society advocacy and because of the joint work between public officials,
civil society representatives and international experts that lasted for two years, a regulation on public
funding for NGOs was approved in 2018. It provides a system of financial support for CSOs by Ko-
sovo’s public funds. The document marks an important progress by setting up rules for this type of
support, in accordance with the principles of transparency, meritocracy and full compliance with the
legislation in force. This makes CSOs eligible to get funds, but also regulates the manner of distribu-
tion for these funds, instead of leaving it to the political will of the ruling political actors (Regulation
on Criteria, Standards and Procedures on Public Funding of NGO's, 2017). However, serious con-
cerns remain regarding the transparency of the procedures of allocation and the use of funds (see
Figure 10-1). Further, a Law on Sponsorship in the fields of culture, youth and sports was passed in
2017, entitling sponsors of sports organizations to deductions of up to 30 percent on profit tax, while
those sponsoring cultural events are entitled to a maximal deduction of 20 percent. The law defines
both cash and in-kind contributions as deductible expenses. Income from sponsorship is not subject
to taxation by the recipient (USAID, 2018).

However, there is still a need for legal changes in order to improve the legislation and partic-
ularly its implementation. In the Civil Society Survey (2018), the respondents stipulated the need for
an improvement in legislation regulating particularly the tax and financial transactions that treat
CSOs equal to corporations as well as in legislation regulating donations and sponsorship. The labor
laws and especially maternity leave are further areas of law in need for improvement (Civil Society
Survey, 2018).

The survey further showed that CSOs in Kosovo perceive the overall political environment
for CSOs as neither hindering nor supportive, apart from the EU, which they rate as being largely en-
abling. The latter supports CSOs both financially and through engaging the national government to
create a better environment for CSOs (see Figure 10-2).
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FIGURE 10-2: KOSOVO - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS
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Source: Civil Society Survey, 2018, n = 78 to 84

The current legislation that directly affects the work of CSOs, such as the legislation on association,
procurement, labor and tax, is perceived as rather supportive (see Figure 10-3). However, this would
probably change significantly if the proposed draft of the Law on the Freedom of Association entered
into force. Although the legal framework is rated quite positively, the majority of the surveyed CSOs
believe that Kosovo’s legislative system as a whole requires improvements, in particular when it
comes to the implementation of the laws. Urgent and crucial changes need to occur in the corporate
and taxation laws, the labor law and the sponsorship-related legislation (Civil Society Survey, 2018).

FIGURE 10-3: KOSOVO - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Source: Civil Society Survey, 2018, n = 75 to 83

In 2018, the Kosovan Civil Society Index noted a decrease in civil society involvement in the process
of policy-making. The vast majority, 61.4% of the respondents, stated that they are not invited to
public consultations by public authorities. About half of the respondents do not follow the process of
drafting laws and policies (KCSF, 2018a). When it comes to civil society playing a watchdog role and
being considered as an equal partner to the government, the CSOs who participated in the Civil Soci-
ety Survey (2018) agree that civil society in Kosovo can fulfil this function quite freely. However, with
relation to the involvement of CSOs in political discussions as well as to their ability to mobilize citi-
zens, the estimations ranked between the highest and lowest points possible on the scale. This means
that the experience of the surveyed CSOs differs significantly (see Figure 10-4). This is further backed
by the Kosovan Civil Society Index (2018) data showing that civil society involvement in public con-
sultations decreased during 2018 (KCSF, 2018a).
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FIGURE 10-4: KOSOVO - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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Source: Civil Society Survey, 2018, n = 75 to 81

10.3. RESOURCES

Kosovan civil society initiatives and activities depend heavily on foreign funding. The Kosovan Civil
Society Index (2018) provides information on the financing of CSOs on a regular basis (KCSF,
2018a). Funding is predominantly received from grants of central state institutions, grants of local
institutions, public procurement contracts, donations of private companies, foreign donations, and
local individual donations. It is important to mention that the structure of funds changed considera-
bly during the last three years, especially regarding foreign donations (KCSF, 2018a: 35f). Between
2015 and 2017, the share of organizations receiving foreign donations decreased form 38.6% to
28.7%. In contrast, more organizations were able to acquire funds from central state institutions; the
share increased from 27.7% of the CSOs in 2015 to 33.6% in 2017 (KCSF, 2018a).

Funds from foreign foundations are still the most easily accessible funding source according
to the Civil Society Survey (2018) (see Figure 10-5). Although, it has to be mentioned that larger or-
ganizations seem to be overrepresented in the sample. This could have led to a certain bias in the as-
sessment of EU funds, as larger organizations generally find it easier to acquire EU funds due to the
necessary infrastructure. The results of the Kosovan Civil Society Index (2018) confirm this as well:
73% of the organizations stated that they did not apply for European Union funds. As one of the main
reasons, they mentioned difficulties faced during the application procedures. A considerable share of
organizations (45.5%) did not receive any funds at all (KCSF, 2018a). The possibilities of cooperation
with companies in terms of obtaining funds seem to be expendable, since only a small number of par-
ticipants of the Civil Society Survey (2018) considered them as accessible (see Figure 10-5).
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FIGURE 10-5: KOSOVO - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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About 31% of the surveyed CSOs stated that funding was stable over the past three years, while about
41% believe that the funding has an improved. Contrary, 23% believe that it will deteriorate in the
future (see Figure 10-6). The lack of funding forced some non-governmental organizations to cancel
their projects. In the Civil Society Survey, the CSOs emphasized the need for more structured and
longer-term funding programs. Currently, short-term projects prevail, still requiring a considerable
bureaucratic effort (Civil Society Survey, 2018).

FIGURE 10-6: KOSOVO - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTENTIAL
FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey, 2018, n = 83 to 84

When it comes to resources, volunteers also have an important role in civil society. While CSOs over-
all have more volunteers than paid staff (KCSF, 2018a), according to the 2017 World Giving Index,
only 6 percent of the respondents in Kosovo reported that they participated in voluntary action in
2016 - a decrease of 12% in 2014 and 2015 (CAF, 2017). In the World Giving Index (2018), Kosovo
holds a score of 33%, and it is ranked 66t in terms of worldwide giving (CAF, 2018). Overall, the ma-
jority of volunteers in Kosovo are youths wanting to build their professional resumes and experience.
Mid-level or senior professionals rarely engage in volunteering activities (USAID, 2018).

10.4. FUTURE PROSPECTS AND OUTLOOK

According to the USAID’s CSO Sustainability Index, in 2017, Kosovo scored a total of 3.8 on a scale
from 1 to 7 (sustainable to not sustainable). The surveyed CSOs believe that CSOs should engage
more in fundraising in the next few years, as well as in preparing proposals for EU funds, which are
considered very bureaucratic and requiring a certain set of skills (Civil Society Survey, 2018). This
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also goes in line with the requests of the surveyed practitioners for donors, both foreign and public,
to provide opportunities for smaller and out-of-the capital CSOs to continue their activity beyond the
6 months to 1 year grants. According to the survey, this highlights the fact that CSOs in Kosovo con-
tinue to be donor-dependent and adjust their work and activities to the donors’ priorities (Civil Soci-
ety Survey, 2018). Further, this affects the work of CSOs, as instead of focusing on strategic priorities,
they only adjust to the interests of their donors. Therefore, only a few CSOs have clear profiles and
identities, while the majority has no specified the types of activities they engage in.

A further trend the respondents expect to see in Kosovo is an increased focus on social ser-
vices and on the development of public funding mechanisms in these areas. Moreover, there is a cru-
cial need for the development of sponsorship and private donations in Kosovo, as foreign donations
are expected to decrease in the future.

Currently, the proposed draft Law on Association in Non-Governmental Organizations (Law
No. 03/L-134) represents the most alarming issue. If it passes the third reading, it will create a new
burden for CSOs and will hinder their relationship with foreign donors, as the principle of non-trans-
formation of CSO assets into private capital is one of the paramount international principles, which is
now threatened by the amendments to this law. The changed regulations regarding the public benefi-
ciary status and the possibility of biased interpretation of the inactivity of CSOs will further hinder
the work of CSOs and, at the same time, increase the government’s influence on civil society.
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11.North Macedonia

Nikica Kusinikova

(The development of North Macedonia’s civil society sector remains volatile and highly influenced by D

external environment. After a difficult period of political crisis, the working environment for CSOs in
North Macedonia improved in 2018, even though uncertainties persist. The sector still faces structural
challenges in terms of building a strong constituency, practicing values, organizational capacity and fi-
nancial sustainability. Despite numerous challenges in the last years, the sector was characterized by a
stable cohort of professional, expert CSOs, emerging grassroots CSOs and informal civic movements.
The CSOs have increasingly participated in the political field, jointly advocating for reforms and serving
as a corrective to the new government. Nevertheless, CSO participation in policy-making still lacks a
systematic approach by the institutions. A new infrastructure for the cooperation between the govern-
ment and the CSOs was established and several policy measures related to taxation and service provi-
sion have recognized the specifics of the sector. Public funding for CSOs is still scarce and lacks trans-
parency. The philanthropic infrastructure improves slowly but steadily, and is yet to be tapped by CSOs.
Emerging social entrepreneurship is increasingly considered as an opportunity for CSOs providing ser-

vice. The infrastructure of the sector is still improving, including the establishment of new resource cen-
Qes and increased cooperation among CSOs. )

11.1.  INTRODUCTION North Macedonia: Key facts
After the political turmoil in North Macedonia Population: 2,075,301 (State Statistical Office, 2017)
in 2017 and the formation of the new govern- EU membership status: candidate country (since 2005)

ment, the political environment for civil society
organizations improved in 2018. The public
slander and legal prosecution of CSOs and ac-

GDP per capita: 6,200 USD (IMF, 2019)

Number of CSOs: 8,924 (Government of RM, 2018)

tivists decreased. The government increasingly Number of active CSOs: 5,975 (Government of RM,
recognized the expertise within the sector and 2018)
Opened up for dia]ogue with CSOs, resulting in Number of active CSOs/1000 citizens: 2.88 (State
an increased involvement of CSOs in the policy- ~ Statistical Office 2017; Government of RM, 2018)
making process. Most developed fields of activity: Non-formal educa-
tion; research; social services

The perspective of an accelerated EU Population share engaging in volunteering: approx.

negotiation process has created new opportuni- 10% (estimation)

ties for the sector. Important legislative and in-

stitutional processes, initiated in the second half of 2017, were finalised in 2018, such as the estab-
lishment of the first Council for Cooperation between the Government and the Civil Society Sector
and the adoption of the Strategy of the Government for Cooperation with and Development of the
Civil Society 2018-2020 as well as the Action Plan for its implementation (Government Unit for Co-
operation with Non-Governmental Organizations, 2018). Adopted revisions of the tax legislation in-
creasingly acknowledge the specifics of CSOs, and further reforms are under way. While financial
sustainability remains a key challenge for North Macedonian CSOs, positive trends towards recogniz-
ing the role of CSOs as service providers have been noted in the social policy and public procurement
legislative reforms. However, state funding remains insufficient for CSOs and lacks transparency and
accountability with reference to the distribution of funds.
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Which organizations participated in the Civil Society Survey?

To reflect the perceptions of CSOs concerning the key developments that influence the civil society
sector, practitioners of over 50 CSOs participated in the survey. The organizations covered in the
framework of this study largely reflect the diversity of CSOs in North Macedonia, although they do
not constitute a representative sample. The majority of these 50 CSOs was established after 2000,
although the sample also includes organizations that were established during the socialist system,
before the country gained its independence from the Yugoslav federation. The lack of comprehensive
official data on the sector creates challenges for the analysis of the main fields and modes of opera-
tion of the country’s CSOs. The information available in surveys (e.g. Macedonian Center for Interna-
tional Cooperation, 2017) indicates that CSOs in North Macedonia operate in diverse sectors. This is
also reflected in the sample of the Civil Society Survey, with a slight prevalence of organizations
working in the fields of social services, education and research as well as law, advocacy and politics.
Increased societal needs and the scarcity of financial resources over the years resulted in CSOs with
multipurpose functions, i.e. most of them provide services and community building, while in parallel
advocate for improving the legislation and environment in their field of work. This often creates ten-
sion in the organizations, in particular when establishing their strategic priorities.

The CSO sector in North Macedonia mostly consists of small-size organizations, largely rely-
ing on volunteer work. To put this into perspective, the whole sector employed merely 2,058 employ-
ees in 2017 (Government of RM, 2018: 2). In line with this, around 65% of the CSOs have budgets of
less than EUR 2,500 per year (Ognenovska, 2017: 11). By comparison, only 15% of the CSOs partici-
pating in the Civil Society Survey (2018) operate on yearly budgets of less than EUR 5,000. Almost
half of the organizations represented in the survey have annual budgets ranging between EUR 5,000
and EUR 100,000 and one third between EUR 100,000 and 1 million. These findings indicate that
mostly well-established, larger organizations chose to participate in the survey. Therefore, this cate-
gory is overrepresented compared to the actual structure of the civil society sector in North Macedo-
nia. While most of the CSOs are registered in urban areas, they predominantly operate on the na-
tional level as well as in the urban and rural areas.

11.2. POLITICAL AND LEGAL FRAMEWORKS

The political environment significantly influences the viability of the civil society sector in North
Macedonia. The political crisis in the process of forming the government after the elections in De-
cember 2016 and the turmoil in the first half of 2017 created an uncertain and hostile environment
for CSOs. The smear campaigns in the media against CSOs and their leaders as well as the politically
motivated inspections and the legal prosecution of several CSOs damaged the reputation and opera-
tions of the sector (USAID, 2018: 133; Ognenovska, Trajkovska, 2018: 17-23). After the formation of
the new government in mid-2017, the political environment for CSOs improved and public slander of
CSO leaders and journalists decreased. Even though CSOs still face difficulties in ensuring their sus-
tainability, as the political situation remains fragile and the economic base weak, the new context
presents opportunities for an accelerated development outlook.

The new government expressed an openness for dialogue with and the involvement of CSOs
in policy reforms. Many CSOs used this opportunity and accelerated their advocacy activities in nu-
merous areas such as social welfare, youth, health, taxation, public procurement and corruption. The
CSOs consider the EU as a key partner in creating a constructive political environment and in pro-
moting common values. The CSOs’ involvement ranged from participation in policy drafting working
groups to public hearings in the Parliament, wider cross-sector consultations and memorandums of
cooperation. Nevertheless, the participation of CSOs in the policy-making process remains highly de-
pendent on individual political will and on the commitment of high-level public officials; and it lacks
consistency and a systematic approach. A certain level of informality in the consultation process and
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in the transfer of expertise exists due to the mobility of professionals between CSOs and the new gov-
ernment. Even though the Regulatory Impact Assessment!8 is mandatory, 77% of the citizens and
72% of the public sector employees are not familiar with it (Ognenovska, Trajkovska, 2018: 43). This
heterogeneous picture regarding the cooperation between CSOs and the political actors provides a
possible explanation for the diverging opinions of the respondents to the Civil Society Survey (2018)
concerning their ability to influence political processes as well as to trigger social and political
change. As Figure 11-1 shows, whereas the responses to the several questions referring to the CSOs’
freedom of expression scatter, they meet on the median mark “3” for all questions.

FIGURE 11-1: NORTH MACEDONIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS

CS0s can play a watchdog role
without having to fear
any government repressions
CS0s are considered equal
partners in finding solutions
for social/ecological problems
CS0s are actively involved
by political actors to participate
in political discussions
CSO0s have a significant impact
on improving the legal conditions
in society
CSO0s have a significant impact
on improving the social environment
in society

CS0s can easily find volunteers --
CSOs can easily mobilize
citizens to support
their goals and activities

1- strongly disagree 5 - strongly agree

Source: Civil Society Survey, 2018, n = 55 to 56

In 2018, the institutional framework for the cooperation between the government and civil society
improved. After an extended process of drafting a formal decision and wide consultations with CSOs,
the first Council for Cooperation with and Development of Civil Society Sector was constituted as an
advisory body to the government. It is a cross-sector body consisting of 16 CSO representatives and
15 representatives from key public institutions. The government also adopted the new Strategy for
Cooperation with and Development of the Civil Society 2018-2020, drafted together with the CSOs
based on strategic documents developed by the wide networks of CSOs (Ognenovska, 2017: 41).
These developments possibly account for the largely positive assessment of both the national and lo-
cal governments by the surveyed CSOs (see Figure 11-2) and possibly also for the positive perception
of the ability to operate rather freely within the legal framework (see Figure 11-3).

18 The Regulatory Impact Assessment (RIA) is an instrument that improves efficacy and evidence-based policy-making. It was
officially introduced in order to enable a policy development based on local needs and mandatory consultations with the
stakeholders.
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FIGURE 11-2: NORTH MACEDONIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS IN-
STITUTIONS
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Source: Civil Society Survey, 2018, n = 56 to 58

The legal environment for CSOs remained challenging, in particular the tax legislation. Small CSOs
(which represent the majority of the sector (Ognenovska, 2017)) are not familiar with the legislation,
while the ambiguities in its implementation create legal uncertainty. The Law on Associations and
Foundations adopted in 2010 is considered adequate and does not impede the registration and func-
tioning of CSOs, however, certain aspects of the law such as the public benefit status of organizations
are still not functional and only three CSOs have obtained the public benefit status so far (Govern-
ment of RM, n.d.). While the public benefit organizations (PBO) are subject to additional require-
ments for accountability and reporting, the law does not provide any tax or other benefits for the
PBOs. Thus, the interest among the CSOs is low, which was also notified by the Commission for
PBOs.

In addition, the legislation in other fields of law does not take into consideration the specifics
of the sector and stipulates equal treatment of profit and nonprofit entities, which hinders the func-
tioning of CSOs. This was in particular the case with the tax legislation, where the treatment of CSOs
was equal to that of large companies. Nevertheless, over eighty CSOs organized in the informal net-
work for financial sustainability have submitted tax law amendments and comments to existing pro-
posals to the Ministry of Finance (Konekt, n.d.). This resulted in several changes, which for the first
time reflect the particular character of the CSOs. At the end of 2017, the law on personal income tax
was revised in order to waive the tax on travel expenses for the participation in activities organized
by CSOs. In 2018, the Law on Profit Tax (no. 112/14, 129/15, 190/16,248/18) introduced specific arti-
cles for CSOs providing that: (a) CSOs are not subject to profit tax except when they conduct a certain
level of economic activities; (b) CSOs’ sources of income are not taxed, thus elevating ambiguities;
and (c) income from economic activities of over 1 million denars (approx. EUR 16,000) will be taxed
with 1% profit tax on the income exceeding this threshold. The law on donations and sponsorship in
public activities provides tax incentives to individuals and companies donating to CSOs, however, the
administrative procedure remains burdensome and does not stimulate donors to utilise the tax bene-
fits. In addition, the law does not make a clear distinction between profit and nonprofit recipients.
The new government has showed openness in revising the law and the process is under way. This
could be one of the aspects explaining the relative dissatisfaction of the respondents to the Civil Soci-
ety Survey (2018) with the considerable bureaucratic burdens associated with conducting CSO activi-
ties (see Figure 11-3).
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FIGURE 11-3: NORTH MACEDONIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS
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Source: Civil Society Survey, 2018, n = 58

An analysis of the law on accounting for nonprofit organizations (Smilevski, Atanasovska & Tortev-
ski, 2018) demonstrated a need for revisions and was included in the government’s strategy. The La-
bor Law, while applicable to CSOs, does not provide sufficient flexibility of the working arrangements
to reflect the specifics of CSO work. Nevertheless, in 2018, the Ministry of Labor and Social Policy for
the first time piloted active employment measures targeting CSOs and social enterprises. The draft
Law on Public Procurement (in parliamentary procedure at present) introduces reserved contracts
for nonprofit entities that provide health, culture and social services as well as for those that employ
people from vulnerable groups, in line with the EU Directive. The surveyed CSOs largely shared the
public opinion, rating the Association Law as most supportive for the activities of CSOs. The tax leg-
islation is perceived as the most problematic field of law in relation to CSOs (see Figure 11-4).

FIGURE 11-4: NORTH MACEDONIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Source: Civil Society Survey, 2018, n = 51 to 56

11.3. RESOURCES

The financial sustainability of CSOs remains one of the key challenges in terms of diversification,
flexibility and stability of funding for CSOs as well as their ability to uphold a mission focus rather
than being donor-driven. The most prominent and accessible source of funding for North Macedo-
nian CSOs are foreign donors, including the European Union. They still provide a sufficient range in
terms of areas of support, including institutional grants. Over the years, many professionalised CSOs
developed their skills in order to be able to exploit this resource. Nevertheless, most of the foreign
donor funding is project based with limited timeframes, which does not allow the organizations to
plan on a long-term basis and to allocate funds to build stable, sustainable programs (Kusinikova,
Rosandic, 2017). This perception is mirrored by the results of the Civil Society Survey (2018), where
funds from the EU and from foreign foundations are rated as the most easily accessible funding op-
portunities as well (see Figure 11-5). This situation also affects the CSOs’ human resources, which are
often project-bound as well, limiting the chance of professional careers in the sector (Kusinikova,
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Mirchevski, 2015). In the last couple of years, the EU and other donors have focused efforts on re-
granting programs, channelling small funding to local grassroots organizations, which on the one
hand, provides valuable resources and on the other hand, builds the capacity of small CSOs to absorb
donor funds and grow.

The public funding of CSOs has not improved significantly over the years and is insufficient
for the needs of the sector. The central government has not allocated the annual funds for the sup-
port of CSO projects in two subsequent years. Funding on the local level by the municipalities is also
modest, totalling around 4.4 million EUR in 2016, out of which 67% were transferred to sports clubs
(Center for Civic Communications, 2017: 4). Positive trends in sectoral institutions include the
Agency of Youth and Sports that has significantly increased its budget and developed criteria for
youth CSOs. In addition, the Ministry of Labor and Social Policy has increasingly acknowledged and
financially supported the social services provided by CSOs. However, the systematic acceptance of
services provided by CSOs is yet to be developed and the services remain heavily subsidized by for-
eign donors. The biggest concern in relation to the public funding is the lack of transparency in the
process of funds allocation and of accountability in the use of public funds. Public calls for bids with
developed procedures are rare among public institutions and information on supported CSOs is not
easily accessible. 64% of the municipalities allocate funds without open calls and 61% without any
written procedure or criteria (Center for Civic Communications, 2017: 5). The surveyed CSOs also
share this opinion, and thus, rate government funds among the less accessible funding opportunities
in the sector (see Figure 11-5).

While a potential for individual and corporate philanthropy exists, CSOs consider this re-
source difficult to access (see Figure 11-5). Even though around 30% of the CSOs reported income
from these sources, they rarely constitute significant portions of their annual budgets. In recent
years, there have been positive trends in companies to recognize CSOs as potential partners and the
infrastructure for individual giving has improved with the first donor circle, crowdfunding initiatives
etc. However, CSOs often lack capacities, and local fundraising is not a priority for the majority of the
CSOs. While 50% of the companies in North Macedonia donate during the year, only 10% receive re-
quests from CSOs (Karajkov, 2014), and 59% have never cooperated with a CSO (Karajkov, Dimi-
trovska, 2018). Most of the corporate support goes to humanitarian and socially related causes as
well as to sports and culture, while issues related to human rights and democracy pass unnoticed by
the corporate sector. A similar trend can be observed with reference to individual giving, which is
dominated by charity for individual medical treatments.
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FIGURE 11-5: NORTH MACEDONIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 52 to 58

Social entrepreneurship is in its early stages of development and raises increased interest among the
CSOs, the state and the donors (Kusinikova, Rosandic, 2017). Policies and sustainable support infra-
structure are emerging but they are yet to be developed in order to make use of the full potential of
the solidarity economy. However, this could constitute a future opportunity for the sector. As illus-
trated by the results of the Civil Society Survey (2018), the vast majority of the surveyed practitioners
are optimistic concerning the positive development of funding opportunities for CSOs. Although the
past did not show positive results regarding the stability of funding, only 33% of the respondents as-
sessed the situation as not stable (see Figure 11-6). The hopeful spirit of CSOs could be a consequence
of North Macedonia’s current status as a candidate country for EU accession, which would open the
doors for new funders and investors from abroad.

FIGURE 11-6: NORTH MACEDONIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE
POTENTIAL FOR FUTURE FUNDING (NEXT 3 YEARS)

Stability of funding " . e
(1 - not stable at all, 5 - very stable) | i et s
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Source: Civil Society Survey, 2018, n = 57 to 58

11.4. FUTURE PROSPECTS AND OUTLOOK

The North Macedonian civil society sector remains moderately developed and its outlook will inevita-
bly depend on the socio-economic context as well as on internal factors. CSO representatives partici-
pating in this study identified several trends that will have implications on the development of the
sector in the next five years.
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The political developments, in particular the resolution of the longstanding “name issue”
with Greece!® and the accelerated EU negotiation process, will have positive effects on the work of
CSOs. On the one hand, as the government needs increased expert support, it creates opportunities
for the appreciation of the sectors’ expertise and for an increased CSO-government cooperation to-
wards the common goals of public interest. On the other hand, the government will also accelerate
the CSOs’ advocacy efforts and the watchdog function in order to ensure substantial reforms. At the
same time, it is expected that the EU negotiation process will further increase the role, size and avail-
ability of EU funds in the country (although already significant), while replacing some of the other
traditional donors such as USAID. Even though this presents an opportunity for the further profes-
sionalization and growth of the sector, it might lead to the concentration of resources on smaller
groups of organizations. It will require careful strategies by the EU as well as by the government to
address and mitigate this challenge by developing targeted funding strategies and approaches for
smaller organizations. The government has committed to provide funding for EU projects, which, if
implemented, could significantly boost the CSOs’ access to EU funds (Government of the Republic of
Northern Macedonia, 2018: 9).

The demographic trend of increased emigration and brain drain, in particular among young
people, which has already affected the corporate sector, is also expected to influence the future pro-
spects of the labor force in CSOs. Even though CSOs are small-scale employers, they mostly rely on
an employee and volunteer base consisting of highly educated and proactive young people. This trend
is particularly visible in smaller communities, where emigration is coupled with internal migration to
Skopje (Civil Society Survey, 2018).

Concerning financial sustainability, the trend could shift towards local fundraising and ser-
vice provision/social entrepreneurship to build a more stable income base (Civil Society Survey,
2018). The Sustainable Development Goals and the Social Responsibility Agenda are placing in-
creased pressure on the companies in North Macedonia to invest in the communities and to engage
in solving societal problems. A potential NATO membership and the EU accession process are ex-
pected to bring new investments and increased wealth into the country, thus improving the potential
funding base.

On the demand side, CSOs increasingly realize the potential of collaborating with the busi-
ness sector. There is an unexploited potential in individual philanthropy, which, if cultivated, can
lead to a stable base of loyal supporters and improve the CSOs’ constituency base and legitimacy in
the long-term. The trend in increased financial independence could also move towards social entre-
preneurship for the service providing CSOs, in particular in the fields of social services, culture,
health etc. Further support in terms of tax benefits, philanthropic infrastructure and full decentrali-
zation of public services is of high importance in order to help the sector to develop, become more
resilient and achieve tangible social change (Civil Society Survey, 2018).

The consolidation of the internal capacities and performance of the sector is named as an-
other major tendency. In the last couple of years, the CSOs increasingly realized the benefits of net-
working and joint advocacy, and this trend is expected to continue. As the recent Civil Society Index
conducted by the Macedonian Center for International Cooperation (unpublished report) identified a
decrease in practicing values among CSOs, the sector will need to improve its self-regulation mecha-
nisms and ethical codes, transparency and accountability in order to improve its reputation and pub-
lic trust.

19 For a long time, the political dispute with Greece over the name of the country has blocked the country’s accession to the
NATO and the EU and influenced the socio-economic development prospects of the country. Recently, the name of the
country was officially changed from the Republic of Macedonia to the Republic of North Macedonia.
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12. Moldova

Tatiana Cernomorit

cOs constitute one of the key players that contribute to the development of the Moldovan society. The\

year 2018 has set in motion some positive legal changes for civil society. Recent developments in the
civil society sector include the adoption of the Civil Society Development Strategy for 2018—2022. In
addition, the draft law on nonprofit organizations was approved in the first reading in Parliament. Cur-
rently, CSOs are mainly involved in education, sustainable development, human rights and social assis-
tance. The predominant source of funding for CSOs in Moldova are foreign donors. Still, an increase of
the governmental funds allocated to CSOs is registered. Furthermore, the impact of the 2% designation
mechanism is on the rise and it has a positive impact on the relationship with the constituents and/or
the community. Still, the practitioners that participated in the Civil Society Survey (2018) as well as in-
ternational organizations are highly concerned by the influence of politics on the activities of CSOs and
by the fact that advocacy activities have led to difficulties in the dialogue between CSOs and public offi-
cials. This development sends alarming signals across the system, and as a result, weakens civil society
movements. Additionally, CSOs fear that the political situation in the country will influence the situa-

tion of non-governmental organizations and that there will be a decline in the quality of dialogue be-
Qen the government and the independent and critical civil society. /

12.1. INTRODUCTION Moldova: Key facts
Civil society organizations (CSOs) are im- Population: 3,547,500 (NBS, 2018: 8)
portant actors in the Republic of Moldova. In EU membership status: no

February 2019, there were 12,390 CSOs regis-
tered in Moldova at the Public Services Agency,
showing an increase of 737 from December

GDP per capita: 3,400 USD (IMF, 2019)

Number of CSOs: 12,390 (according to the State Register,

2017 (according to the State Register of NPOs, =OL)
2019). Number of active CSOs: 25% of the total number (esti-
mation)

Presently, democracy is under scrutiny in Number of active CSOs/1000 citizens: 1.9 (Parliament
the Republic of Moldova, as also indicated by of Moldova, 20182)
the participants to the Civil Society Survey Most developed fields of activity: education; sustaina-
(2018). This became more obvious in the sum- ble development; human rights; social assistance (USAID,
mer of 2018, after the cancellation of the local 2018: 142)
elections in Chisinau by Moldova’s Supreme Population share engaging in volunteering: 13%

Court, because of the violations of the country’s ~ (CAF, 2018: 34)

campaign law by the winner and another candi-

date. At the same time, the government started to exert more pressure on active civil society organi-
zations that have a critical view of government actions. Another group of CSOs currently facing diffi-
culties in Moldova are human rights defenders.

The Republic of Moldova is still torn between East and West, and many of the decisions concern-
ing different sectors of society, including the civil society sector, are influenced by politics. The year
2018 was marked by the preparations of all parties, including extra-parliamentary parties, for the
parliamentary elections in February 2019. For the first time, the mixed electoral system was imple-
mented, with 50 single-member constituencies with 50 seats and 51 members of parliament elected
by party lists. After the parliamentary elections on 24 February 2019, mainly three parties entered
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the parliament. Potential coalitions are still uncertain. If the next parliament fails to form a govern-
ing coalition within 45 days after the election results, the president will dissolve the legislature and
call new elections.

Amongst the most important events of 2018, which contributed to shaping the CSO sector in
Moldova, were the following:

- The Civil Society Development Strategy for 2018—-2020 and the Action Plan for implement-
ing the strategy were approved.

- The National Human Rights Action Plan for 2018—2022 (PNADO III) was adopted.

-  The draft law on nonprofit organizations was approved in the first reading in parliament.
The CSOs are satisfied with the draft law approved by the government (CRJM, 2018b).

- The registration of CSOs was transferred from the Ministry of Justice to the Agency of Public
Services in the context of the modernization of the public services. The aim was to delimit the
functions of policy development and its implementation.

- The state allocated a larger budget for the funding of CSOs, increasing it by about one quar-
ter compared to 2017 (Institutum Virtutes Civilis, 2018: 7).

Which organizations participated in the Civil Society Survey?

The questionnaire was completed by 87 organizations. The main fields of activity of the organizations
that participated in the Civil Society Survey (2018) are social services (29% of the organizations), law,
advocacy and politics (23%), education and research (18%). At the same time, the Civil Society Devel-
opment Strategy, citing previous research findings (CICO, 2016), highlights the main fields of activity
as the following: education and training (50%), social services (41%), community development
(37%), civic participation (26%), health and youth (19% each) and culture (17%). These findings sug-
gest that prevalent fields of activity of CSOs in Moldova are sufficiently represented in the survey
sample.

The majority of the organizations (83%) have multipurpose functions, including services, ad-
vocacy and community building. The majority of the respondents (66%) are active in relatively new
CSOs that were founded after 2000, another 29% were founded between 1995 and 2000 and a mere
5% were established before 1995.

The main funding source of the participating organizations are funds from foreign founda-
tions (80%), donations or proceeds from individuals (43%) and EU funds (39 %). These are followed
by funds or proceeds from CSOs (29 %) and government funds (20%). Among other funding sources
are funds or proceeds from business firms (19 %) and funds from domestic foundations (18 %). This
is also characteristic for the civil society sector as a whole, given that around 80% of the CSOs in Mol-
dova are mainly funded by external funding sources (CRJM, 2018a). The greater part of the organiza-
tions that participated in the survey (44%) had a total revenue of 5,001 to 50,000 EUR in 2017, fol-
lowed by 23% of the organizations that had a revenue of 100,001 to 1 million EUR and 18% with rev-
enues of up to 5,000 EUR. Only 3% of the organizations had a revenue greater than 1 million EUR.
Therefore, the sample consists of a mix of mainly medium and large-sized CSOs, which, to a certain
degree, also reflects the level of professionalization reported by the respondents: The shares of me-
dium and highly professionalized CSOs are similar at 36% and 40%, respectively, while organizations
with a low degree of professionalization are somewhat underrepresented (24%). More than half of
the surveyed practitioners are very confident that their organization will still exist in 3 years (see Ta-
ble 18-1).
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12.2, POLITICAL AND LEGAL FRAMEWORKS

In the Republic of Moldova, the regulatory framework for the associative sector recognizes three dis-
tinct forms of CSOs: public associations, foundations and private institutions. The legal framework
regulating the work of CSOs has registered some improvement in 2018. Among the most important
policy documents adopted are the ones related to the development of civil society, with a particular
focus on human rights movements and on social entrepreneurship. The association and tax laws re-
cently benefitted from amendments as well, thus contributing to creating a more conductive environ-
ment for CSOs.

Following a more extensive process, the Civil Society Development Strategy for 2018—2020 and
the Action Plan for implementing the strategy were approved in March 2018 through the Law nr. 51.
The current strategy serves mostly as a continuation of this process and aims at improving the cur-
rent status of implementation, as that the goals set in the preceding strategy remained for the most
part unmet (USAID, 2018: 142). However, the implementation of the actions proposed in the strat-
egy remains problematic because of the limited and uncertain funding (Macrinici, 2018: 4). The three
main objectives of the strategy are:

- strengthening the regulatory and institutional framework of civil society participation in the
development and monitoring of the public policy implementation;

- promoting the financial viability and sustainability of civil society;

- further developing the active civic spirit and volunteering (Parliament of Moldova, 2018a).

Another rapidly developing part of civil society concerns the human rights initiatives currently
underway in Moldova. In May 2018, after two years of work and consultations, the National Human
Rights Action Plan for 2018—2022 (PNADO III) was adopted (Parliament of Moldova, 2018b). The
process of the elaboration of the PNADO III was sufficiently transparent, with members of CSOs con-
tributing to its development. The document includes most of the points raised by the second Univer-
sal Periodic Review of Moldova as well as by the UN human rights treaty bodies (Forst, 2018). De-
spite the fact that CSOs consider the PNADO III as a document conductive to their purposes, again,
its main concern is the ability to meet the financial requirements for realizing all the proposed ac-
tions. This may lead to difficulties in its implementation, as in the case of the previous PNADO or
other preceding national human rights policies (Vieru, n.d.: 10). In spite of the long delay, the gov-
ernmental decision on the creation of the National Human Rights Council was finally approved in
February 2019 (Moldpres, 2019).

The draft law on nonprofit organizations was approved in the first reading in Parliament in
March 2018 (Parliament of Moldova, 2018c¢). It was expected to go through a second reading in July
2018 before its approval, but no action was conducted so far. The civil society organizations are satis-
fied with the draft law approved by the Government because, among other measures, it streamlines
the registration procedure, excludes the possibility of abusive registration refusals and does not in-
clude any limitations for external funding (CRJM, 2018b). Still, the CSOs are concerned that prob-
lematic provisions initially included in the draft law, such as limiting foreign funding and maintain-
ing governmental control over the CSOs’ work, might be included in the second reading without any
previous consultations with them (Forst, 2018).

The new Law on Social Entrepreneurship was passed in November 2017 and entered into
force in May of the following year. The main points regulated by the new law define social entrepre-
neurship as focusing on improving the conditions in society, especially for disadvantaged groups.
Furthermore, the law differentiates organizations engaging in such activities from profit-oriented
ones by means of the public benefit status (Parliament of Moldova, 2017). A major point included in
earlier versions of the law but missing from the final draft addresses tax exemptions. Nevertheless,
CSOs perceive the new law as favorable for the further development of social entrepreneurship in the
country (USAID, 2018: 144). Another step forward in this regard occurred in November 2018, when
the regulation on the organization and functioning of the National Commission for Social Entrepre-
neurship and the list of activities that constitute social entrepreneurial activities were approved
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through the Governmental Decision nr. 1165. As mentioned in an official announcement, the process
of selecting the members of the commission is currently underway (according to the Ministry of
Economy and Infrastructure, 2019).

Figure 12-1 shows that in the opinion of the CSOs, the EU creates the most supportive politi-
cal environment for civil society in the Republic of Moldova. On the other end of the spectrum are
taxation and administrative authorities, which, by comparison, are rated more negatively.

FIGURE 12-1: MOLDOVA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS IN-
STITUTIONS

national
gowvernment

local/ municipal
gowvernment

taxation
authorities

administrative
authorities

1- impeding S - supportive

Source: Civil Society Survey, 2018, n = 86 to 89

As shown in Figure 12-2, based on the data collected from the practitioners of the Civil Society Sur-
vey (2018), the procedures for the allocation and use of public funds for CSOs cannot be considered
as transparent. This is confirmed by a study of the Insititutum Virtutes Civils (2018: 35), which con-
cluded that, although the legislation establishes the possibility of direct financing of CSOs by the
state, it does not define clear rules for ensuring successful financing procedures.

FIGURE 12-2: MOLDOVA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOs
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Source: Civil Society Survey, 2018, n = 89 to 90

CSOs are exempt from income taxes on grants, and some of their projects are exempt from VAT as
well. One of the specific objectives of the Civil Society Development Strategy (Parliament of Moldova,
2018a) refers to improving the tax legislation applying to CSOs. In particular, tax issues, such as in-
come tax and value added tax applying to non-commercial organizations, require appropriate regula-
tion in order to make the development of CSOs possible.

As previously mentioned, one of the targets set by the Civil Society Development Strategy for
2018-2020 (Parliament of Moldova, 2018a) refers to the strengthening of the financial sustainability
of civil society in Moldova. In order to achieve this general objective, activities directed towards four
specific objectives must be conducted. The first two specific objectives address supporting the civil
society, on the one hand, by encouraging the private sector to contribute more (e.g. by redirecting 2%
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of the income of natural persons), and on the other hand, by increasing the contribution of the public
authorities to facilitate the CSOs’ access to public projects (e.g. by means of social contracting). The
latter two specific objectives address the creation of fiscal benefits for CSOs, firstly, more specifically,
by establishing mechanisms meant to exempt organizations with public benefit status from paying
VAT, and secondly, by acknowledging the necessity for a comprehensive reform of the fiscal legisla-
tion applicable to CSOs in general.

The procurement law also poses certain issues that affect the efficiency of the state's direct
funding mechanism for CSOs (Insititutum Virtutes Civils, 2018: 35fff). Although the direct financing
of CSOs is regulated by law, the specific procedures for distributing these funds are not sufficiently
defined. The fact that direct financing is limited to a few fields of activities is problematic, although,
the state de facto has a commitment to collaborate with the civil society in all areas of activities in
need of further development. Another issue arises from the poor quality of some of the tenders sub-
mitted to calls for direct financing. The main reason for this issue is the lack of the CSOs’ expertise in
conceptualizing and implementing such projects, which, besides low success rates, presumably also
lead to increased administrative burdens in these CSOs.

Concerning the main fields of law that are of importance for the activities of CSOs, Figure
12-3 shows that the satisfaction of the practitioners participating in the Civil Society Survey (2018)
with all the mentioned legal areas is above average. Especially the association and corporate law is
assessed as quite conductive to the activities of CSOs. Opinions diverge most concerning the support-
iveness of the tax law towards the civil society, as demonstrated by the large spread of the data.

FIGURE 12-3: MOLDOVA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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By analysing the data from Figure 12-4, we can conclude an average level of the freedom of expres-
sion in terms of advocacy for CSOs. The participants in the Civil Society Survey (2018) expect that
the political situation in the country will continue to influence the environment for non-governmen-
tal organizations. As a result, they predict a decline in the quality of the dialogue between the govern-
ment and the independent and critical civil society in future years.
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FIGURE 12-4: MOLDOVA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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12.3. RESOURCES

According to the participants in the Civil Society Survey (2018), funds from foreign foundations are
the easiest sources to access for Moldovan CSOs (3.9 points on a scale, where 1 means “not accessi-
ble” and 5 means “easily accessible”), followed by EU funds (3.4), funds/proceeds from CSOs (2.8) as
well as funds from domestic foundations and donations/proceeds from individuals (2.7 each).
Among the funding sources that are most difficult to access are governmental funds and funds/pro-
ceeds from business firms (2.3 each) (see Figure 12-5).

FIGURE 12-5: MOLDOVA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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As mentioned above and presented in Figure 12-5, the result of the Moldovan practitioners’ survey
show that government funds are among the funding sources most difficult to access by CSOs (Civil
Society Survey, 2018). However, one of the goals of the Civil Society Development Strategy for 2018-
2020, as part of the processes aimed at strengthening the financial sustainability of CSOs, is to in-
crease the availability of public funding (Parliament of Moldova, 2018a). Currently, the CSOs’ state
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funding is provided by state allowances/subsidies, by contracting/service agreements for the provi-
sion of services and by the allocation of grants for projects implemented by CSOs. The beneficiaries
of the state allowances/subsidies are defined in the State Budget Law and include a few large organi-
zations from the social sector that are active on the national level, representing mainly people with
disabilities. As opposed to service agreements, which require clear return services on the side of the
CSOs, grants for projects are nonrefundable. The latter are provided on a competition basis and sup-
posed to support various activities according to the priorities announced by the public authorities.
For Moldovan CSOs, grants are primarily available in the fields of education, culture and research,
environment as well as health and social services (Institutum Virtutes Civilis, 2018: 6f). Recent re-
search indicates that the legal mechanisms currently in place for the allocation of public funds are
not transparent and incoherent and that these procedures should be planned more carefully, both
from a strategic and from a budgetary perspective. Regular evaluations of these projects could also
shed some light on their outcomes (CRJM, 2018a: 11).

CSOs continue to rely heavily on both public funders and private foreign funders for securing
funds. Among the main contributors are the EU, large international agencies and foundations as well
as various embassies. However, these funds are not equally accessible to all CSOs, and they prefer
larger, well-established organizations (USAID 2018: 145f). Nevertheless, efforts aiming at the diver-
sification of funding can be observed. For instance, beginning in 2017, the 2% designation mecha-
nism from natural persons is a new source of income for CSOs. A positive trend in the number of
CSOs that benefit from the 2% designation system was registered since its introduction: for 2019, 732
organizations are included in the list (23% more than in 2018), of which 634 (86%) are public associ-
ations, foundations and private institutions (non-commercial organizations), and 98 (14%) are reli-
gious entities (2procente, 2019). In 2018, 28,388 taxpayers chose to designate 2% of their income tax
to CSOs, which exceeded the number of involved taxpayers by 34% compared to the previous year.
Therefore, in 2018, a total of 5.6 million lei (about 288,000 EUR) were redistributed from the private
income tax to CSOs, the amount being twice as high as in the previous year (2.8 million lei, equaling
app. 144,000 EUR) (CRJM, 2018a: 14; 2procente, 2019).

The stability of funding is crucial for the future development of the CSOs in the Republic of
Moldova. According to the Civil Society Survey (2018), only 8% of the respondents consider the fund-
ing in the previous 3 years as very stable and another 29% rate it as being rather stable. As future
prospects go, around 42% (9% and 33% combined from the top two categories) of the surveyed CSOs
predict an improvement of the potential for funding (see Figure 12-6).

FIGURE 12-6: MOLDOVA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF
THE POTENTIAL FOR FUTURE FUNDING (NEXT 3 YEARS)

Stability of funding 1002 200, 8
(1 - not stable at all, 5 - very stable) &

Potential for funding —
(1 - declining, 5 - improving) B L 33% 9%

N

Source: Civil Society Survey, 2018, n = 88 to 89

According to the participants of the Civil Society Survey (2018), for a better stability of funding, the
CSOs should focus on organizational growth and development rather than on project-oriented sup-
port. The CSOs should receive long-term support, based on the needs of their organization and the
community they are working in. There are a series of needs in society that are currently not covered
by any actor, such as the development of support services for vulnerable groups (e.g. adults with dis-
abilities, elderly people, poor people), economic empowerment programs for youths, social cohesion
and social activism and programs for fighting corruption. Some of them cannot be achieved due to
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the shortage of qualified human resources. Moreover, the financial dependency of NGOs on short-
term donations translates into a fragmented and donor-driven approach in dealing with these needs.

12.4. FUTURE PROSPECTS AND OUTLOOK

The assessment by the surveyed practitioners can help us to understand the expectations, hopes and
fears in Moldovan civil society and to formulate educated guesses about its future. The participants
in the Civil Society Survey (2018) were asked to name trends that are expected to influence civil soci-
ety in the next 5 years — both positively and negatively.

With respect to the political and legal environment framing civil society in general, the central
public authorities and political parties are expected to have a negative influence on the activities of
CSOs. More specifically, it is the gradual loss of democracy and the difficulties brought about by the
current political situation that will presumably negatively affect the activities of CSOs in the future.
These tensions will possibly lead to a decline in the quality of the dialogue between the government
and the independent civil society with critical views of its agenda. Furthermore, these tensions could
be reflected in the increased pressure on CSOs by introducing certain operational restrictions. These
could, for instance, result in limiting the access of CSOs to public information or limiting them from
assembling freely, a phenomenon also known as the “shrinking space” of civil society. These re-
strictions could also take the form of impeded access to foreign funds, which represent the most im-
portant current financing source for CSOs. Nevertheless, the high dependency on foreign donors and
the limited access to government funds is highlighted as a negative trend. Another constraint to the
development of civil society, especially with respect to public funding, could be the corruption of the
public authorities and the political bias. These factors can significantly influence financing decisions,
which might be taken either based on the personal relationship with the funding authority or based
on the CSOs’ affiliation with a particular political party (Civil Society Survey, 2018).

Apart from the legal and political frameworks, demographic developments are thought to in-
fluence the development of civil society. The Republic of Moldova is highly affected by the by the so-
called brain drain effect. This has a negative impact on the availability of human resources, as highly
qualified experts and practitioners from different fields of activity, including from CSOs, choose to
emigrate (Civil Society Survey, 2018). This trend is also confirmed in international reports. Thus,
USAID (2018: 145) highlights the high staff turnover within CSOs, mainly because many people leave
the country, either to study or to work in more developed countries.

On the other hand, more optimistic practitioners predict an increase in the social economy and
social entrepreneurship activities resulting from the CSOs’ discovery of more diverse sources of fund-
ing. Firstly, this will be possible through the identification and use of innovative fundraising methods
for CSOs, for instance by focusing on the economic empowerment of their constituents. In the future,
CSOs are expected to be more embedded into their communities and, by intensifying their efforts to
raise an awareness for CSO-driven topics with the general public, they will also be able to reach more
donors. A specific example of a novel funding opportunity used more and more by CSOs is the 2%
designation mechanism from private income taxes to CSOs. This system is expected to have a posi-
tive impact on the relationship and interaction between CSOs and their communities. Secondly, a
stronger orientation of CSOs towards social entrepreneurship, as a possible solution for current fi-
nancial shortcomings of the sector, is also predicted for the near future (Civil Society Survey, 2018).

Moving away from the development of the general environment, several trends are forecast by
the surveyed practitioners, with a particular focus on the CSOs themselves. Due to limited fundrais-
ing skills and limited access to funds, smaller and less professionalized CSOs are perceived to be en-
dangered in the long term. The lack of support provided by the government by means of public fund-
ing is mentioned as a possible reason eventually leading to the dissolution of such CSOs. In contrast,

some respondents of the Civil Society Survey (2018) predict positive tendencies of CSO development.
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At the same time, in order to ensure their sustainability, CSOs will need to develop their organiza-
tional capacity, either by developing internal strategies, plans and monitoring tools or by investing in
trainings for their staff. Other means with the aim of raising capacity are engaging in social entrepre-
neurship as well as using the new platform for collecting funds (e.g. crowdfunding) or using new me-
dia tools. Therefore, the CSOs that managed to overcome the previously mentioned adversities will
presumably become more professional, both in terms of internal management and in terms of ad-
dressing the relevant issues in their area of intervention. Thus, they will be able to increase their in-
fluence on their community and to actively contribute to shaping their relationships with the political
actors by getting more involved in advocacy or policy-making. Therefore, the challenges that CSOs
are currently facing can in fact turn out to be new opportunities for growth and for more specific pro-
filing in the long run.
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Montenegro, a candidate country for membership in the European Union, has a strong and vibrant civil
society sector. The relationship between the government and non-governmental organizations is dynamic
and depends on other political processes. For instance, local and national elections dominated the political
debate in 2018. The resulting social and political turmoil also affected the civil society. The civil society
sector is strong in Montenegro, but it is threatened by challenges of financial sustainability and by the
shrinking space of public influence. One of the major drivers of progress are the CSOs supported by the
European Union, embassies of Western countries and other bilateral donors. An important thing to men-
tion is the good practice of the governmental support for CSOs active in the field of service provision.

J

13.1. INTRODUCTION

Throughout the entire year of 2018, the politi-
cal debate in Montenegro was dominated by
the presidential and local elections in 14 out of
25 municipalities (including the capital and two
city municipalities). This process took place be-
tween February and the end of May. The presi-
dential elections took place in April, and the
former Prime Minister Milo Dukanovi¢, leader
of the ruling party, the Democratic Party of So-
cialists (DPS), won with the support of 53.9% of
the voters (Montenegro National Election Com-
mission, 2018). As a successor of the com-

Montenegro: Key facts

Population: 622,359 (Eurostat, 2018)

EU membership status: candidate country (since 2010)
GDP per capita: 8,710 USD (IMF, 2019)

Number of CSOs: 4,602 (MJU, 2017)

Number of active CSOs: N/A

Number of active CSOs/1000 citizens: N/A

Most developed fields of activity: advocacy; commu-
nity-building; social services delivery

Population share engaging in volunteering: 2% (Eu-
rofound, 2016)

munist party, the DPS has been in power in Montenegro since 1991.

In view of the parliamentary election of October 2016, the main opposition parties - the URA,
characterized by a more civic-minded ideology, the Democrats and the unrelenting pro-Russian
Democratic Frond Alliance - have started a boycott by leaving the parliament. The reasons for this
were concerns about election fraud and the refusal of the ruling party to organize early elections with
an improved electoral framework and equal conditions for all contestants. The URA and the Demo-
crats effectively ended the boycott in 2018, leaving only the Democratic Front Alliance that is still

pursuing this process (Balkan Insight, 2018).

From the perspective of civil society organizations, a few important processes took place. The
Law on NGOs, last changed in 2017, has introduced a new model of financing NGOs from the na-
tional budget. Sports clubs need to re-register in accordance with the new Law on Sport (044/18) in
order to begin their work and to be eligible for public funding through the national sports associa-
tion. The Law on Youth (013/18) was also amended, allowing for the registration and recognition of
youth CSOs. Following the amendments of the Law on Social and Child Protection, the standardiza-
tion of social services provided by non-state actors started. A new law on religious groups is still

pending.

111




The change of the advisory board of the National Broadcaster Radio Television of Montene-
gro (RTCG) was highly criticized by the civil society and international organizations, who are con-
cerned about the RTCG losing its political independence. In 2018, the attacks on journalists contin-
ued.

Which organizations participated in the Civil Society Survey?

In total, 68 representatives of civil society organizations participated in the survey. The majority of the
participant organizations (63%) were formed after 2006, the year when Montenegro regained its in-
dependence. Only 10% of participating organizations were founded before 1996. The survey mainly
collected information form representatives of CSOs. The fields of activity of the participant organiza-
tions are predominantly education and research (28%), social services (27%) and law, advocacy and
politics (23%), followed by environment and animal protection (6%), health and culture and arts (4%
each) as well as international activities (3%). Out of 68 organizations, there were two business and
professional associations and no religious organizations, although the most active ones were contacted.

Most organizations evaluate their degree of professionalization as high (40%), while the pro-
fessionalization of the other CSOs is assessed as medium or low (30% each). The CSOs are using the
whole spectrum of funding possibilities, but they rely mostly on government funds (62%), EU funds
(54%) and funds from foreign foundations (47%). The participating organizations are mainly medium
or small-sized with yearly revenues of up to 50,000 EUR (43%). Only 3% of the organizations have
revenues greater than 1 million EUR. None of the organizations focuses on the rural area only, while 3
out of 4 (77%) are equally covering rural and urban areas. The majority are working on the national
level (70%), and only 1 out of 4 are working at the local level. The majority of the respondents (59%)
are very confident that their organization will still exist in 3 years’ time.

13.2. POLITICAL AND LEGAL FRAMEWORKS

The legal framework for CSOs is still under development. Presently, the Law on Religious Groups,
serving as a replacement to the Law on the Legal Status of Religious Communities from 1977 (No.
9/77 and No. 26/77), is still pending (NGO Public Advocacy, 2018, United Nations, 2013). The Law
on Voluntary Work (No. 26/10) is perceived as an obstacle for the development of volunteerism. A
legal and strategic framework that regulates volunteerism and social entrepreneurship is still miss-
ing. The Laws on Sports and Youth have been amended in 2018. The Law on Youth enabled the ap-
proval of youth NGOs, while the Law on Sports introduced criteria for the registration and funding of
sports clubs and sports associations. It also introduced new regulations leading to the depolitization
of sports in Montenegro.

The Law on NGOs of 2017 (No. 037/17) stipulates the new state funding model for NGOs
and guarantees that a minimum of 0.3% of the Montenegrin budget is to be utilized for projects of
NGOs. Furthermore, a minimum of 0.1% of this amount must be assigned to the protection of people
with disabilities and another 0.1% to the co-funding of projects funded by the European Union. The
new funding model that prescribes a decentralized system, with the ministries allocating the funds in
accordance to the sector’s needs, was first implemented in 2018. As the new model was established
quite recently, there are no clear data on its success. However, it is possible to identify certain short-
comings, such as the ministries’ disregard of the prescribed deadlines and the systematic favoritism
of big organizations.

The political situation was challenging during 2018. The relationship between key CSOs and
the national authorities is characterized by a lack of mutual trust. The survey’s participants evaluated
the supportiveness of the national state authorities with average marks from 2.7 for the taxation au-
thorities to 3 for the national government, on a 1 to 5 scale, where 1 stands for impeding and 5 means
supportive (see Figure 13-1). Abuse regarding the allocation of state funds to CSOs strongly damages
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the CSOs’ trust in the national authorities. In addition, leaders of CSOs as well as high officials of the
EU, including the EU ambassador in Montenegro, were targeted by smear campaigns from the gov-
ernment-affiliated media as well as from pro-Russian media outlets. In contrast, the EU is assessed
with a high score of 4.3, which indicates that the survey’s respondents see the EU as a key partner in
the process of democratization and Europeanization of Montenegro. The EU also represents one of
the key funders of the civil society of Montenegro.

FIGURE 13-1: MONTENEGRO - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITU-
TIONS

national
government

local/ municipal
government

taxation
authaorities

administrative
authorities

1- impeding 5 - supportive
Source: Civil Society Survey, 2018, n = 61 to 66

There is quite a liberal legal framework regarding the registration and work of CSOs. The new model
of allocation of public funds, which was implemented in 2018, contributed to a more transparent and
objective allocation of funds. Even though additional changes are needed in order to assess this
model in an entirely positive way, it represents a step towards more transparency and fairness. How-
ever, most changes were effectively implemented only in the second half of 2018 and were not taken
into account in the survey. This is a possible explanation for the relatively low rating of the transpar-
ency of the public funding procedure, as illustrated below in Figure 13-2.

FIGURE 13-2: MONTENEGRO - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

CS0s are allowed to

operate freely within the law
There are transparent
procedures for the allocation and
use of public funds for CS0s

The bureaucracy for C50s

is within acceptable limits

1- strongly disagree 5 - strongly agree

Source: Civil Society Survey, 2018, n = 63 to 65

In Montenegro, NGOs can be legally registered either as associations, as foundations or as foreign
non-governmental organizations. Political parties, trade unions as well as sports and religious organ-
izations, communities, business associations and state-founded organizations are not covered by the
Law on NGOs. It has to be noted that the new law stipulates a less complicated registration process
for NGOs. This law allows the association of a minimum of 3 natural or legal persons, provided that
at least one has a citizenship, residence or headquarters in Montenegro. A minor over the age of 14
years may also be the founder of an NGO, with the consent of the legal representative. A foundation
may be established by one or more persons, regardless of their place of residence or of the location of
their official headquarters. In addition, foundations can be established by means of a will, as the as-

sets of the organization are posthumously assigned to the newly established foundation. The legal
113



framework defining the functioning of associations is marked with an average score of 3 (see Figure
13-3), although, the recently adopted amendments to the Law on NGOs (No. 037/17) were generally
well received. The lack of separate regulations for professional associations, social clubs or associa-
tions of people with disabilities negatively effects the functioning and funding of these CSOs. Conse-
quently, the legal framework for these specific organizations has to be improved.

The tax law received an average mark of 3 by the surveyed CSO representatives (see Figure
13-3). This moderately favourable rating is caused by the inaccessibility of the various tax exemption
options for CSOs and private donors, due to the lack of information and the many bureaucratic chal-
lenges (Purovié¢, Markovi¢, 2016). The Law on Corporate Income Tax (No. 55/2016) stipulates that
donations from private bodies are not taxable, if they do not exceed the prescribed limit of 3.5% of
the total income. Furthermore, they have to be assigned to legal bodies registered to work within the
areas of public interest as well as to the same purposes as the aim of the donation. Among the defined
areas of public interest are the social, educational and scientific areas®. Furthermore, as per Law on
NGOs (No. 037/2017), services provided in these areas of activities are exempt from VAT. Foreign
grants are not subject to VAT, as long as the foreign donors sign contracts with the Montenegrin Gov-
ernment in this regard, nor are imported humanitarian goods (Purovi¢, Markovié¢, 2016). In addi-
tion, NGOs are subject to certain restrictions regarding their economic activities. The Law on NGOs
prescribes that NGOs may conduct commercial activities adding up to a maximum annual income of
4,000 EUR or to 20% of the previous calendar year’s income. NGOs not meeting these conditions
have to cease their economic activities or establish separate profit-oriented legal entities for conduct-
ing such activities (Purovié¢, Markovi¢, 2016).

On average, the laws defining procurement are evaluated with 2.9 points (see Figure 13-3).
Just like any other legal entity, CSOs can participate in local and national tenders, but this is rarely
done in practice, especially when it comes to service delivery contracts offered by public institutions
(Purovi¢, Markovic¢, 2016). It is expected that licenced CSOs will be integrated in the social protec-
tion system and that payments for their services will be made through the established procurement
system. Still, crucial by-laws and decisions that fully enable the integration of CSOs in the service
provision system are still missing. Most of the social services are run by non-state actors (Radovi¢,
2013). Although the Law on Social and Child Care was reformed in 2013, Montenegro is still missing
an effective formal system of cooperation between national or local governments and CSOs in this
field. The introduction of formal cooperations should be accompanied by more sustainable models of
financing of the CSOs engaged in service delivery (Vujovi¢, Zegura, 2017).

With an average score of 3, the Labor Law was also assessed in a moderately positive way
(see Figure 13-3). Although there were numerous advocacy activities of different CSOs regarding the
amendment of the Labor Law (No. 53/2014), it still does not acknowledge any benefits or offer sup-
port to the nonprofit sector. This law stipulates that, after a person has been working in the same en-
tity for at least two years, he or she has to receive a permanent employment contract. In the case of
an involuntary termination of the contract, the employer has to offer severance payments. This situa-
tion includes a certain level of uncertainty for the CSOs and their employees: As CSOs are nonprofit-
oriented, they cannot guarantee contracts exceeding the period covered by donations/projects. More-
over, they have no accumulated profits or own goods, and therefore, cannot guarantee severance pay
either. Nevertheless, they can still be faced with charges, if they do not obey the law.

20 The complete list of areas of public interest, as defined by the Law on Corporate Income Tax (No. 55/2016), includes social,
educational, scientific, religious, cultural, sports, humanitarian purposes, poverty reduction, environmental protection,
protection of persons with disabilities, social care for children and youths, assistance to elderly persons, protection and
promotion of human and minority rights, rule of law, development of civil society and volunteering, Euro-Atlantic and
European integration of Montenegro, art, technical culture, improvement of agriculture and rural development, sustaina-
ble development, consumer protection, gender equality, fight against corruption and organized crime, substance abuse.

114



FIGURE 13-3: MONTENEGRO - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

Tax law --
Labour law -
Association/ --
corporate law
Procurement law -

1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 61 to 65

Montenegro lacks an adequate institutional and legal framework for the appropriate regulation of
volunteering and volunteer work. It is alarming that only 2% of the Montenegrin adults are involved
in unpaid voluntary work, which positions Montenegro in the last place among 28 EU member and 5
EU candidate countries, according to the results of a study on the quality of life conducted in 2016
(Eurofound, 2016). The Labor Law (No. 53/2014) stipulates that an employer must conclude a con-
tract on volunteer work with every person doing unpaid work, in accordance with several special
laws?!. A widely criticized law is the Law on Volunteer Work (26/10), which limits the possibilities
for volunteering, while adding many bureaucratic burdens for the organizers of volunteer work. The
main points of critique on this law relate to the fact that it anchors volunteering in the labor area in-
stead of treating it as a private civic initiative. This approach effectively integrates volunteering into
the state system, which in turn, leads to the overregulation of the volunteering process from an ad-
ministrative viewpoint (Government of Montenegro, 2013). Nevertheless, people are interested in
engaging in volunteering, as shown by the relatively high rating of the survey respondents in relation
to their ability to recruit volunteers (see Figure 13-4).

The involvement of CSOs in public discussions is quite limited, although, several by-laws?2
and the Strategy on the Development of NGOs provide clear guidelines for all public institutions to
include NGOs in the development of laws and strategies, for instance through open invitations to
public discussions, and to participate in working groups. The surveyed CSO representatives have
given an average mark of 3.2 when assessing their impact on the development of the legal frame-
work, and they rated their impact on the social environment with an average score of 3.4 (see Figure
13-4). CSOs are frequently represented in the media; however, after changes in the public broad-
caster’s management, the appearance of leading CSO representatives is very limited in state-funded
media. Currently, there is a strong political involvement in the process of appointing the members of
different inter-sectoral working groups. Many CSO leaders believe that there are numerous cases of
political discrimination in this matter. At the same time, political parties are trying to discredit the
right of civil society activists to express political opinions, by trying to restrict the expression of polit-
ical opinions to the political parties (Centre for Civil Education, 2016). These are possible reasons for
the relatively low rating of the involvement of CSOs in political discussions (see Figure 13-4).

21 7akon o radu (Law on Labor) ("SL. list CG", br. 49/2008, 26/2009 - ispr., 88/2009 - dr. zakon, 26/2010 - dr. zakon, 59/2011,
66/2012, 31/2014, 53/2014 - dr. zakon i 4/2018 - odluka US).
22 The Decree on the selection of representatives of NGOs for working groups in public administration institutions and on
modalities of public debate in the process of drafting of relevant legal and strategic documents.
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FIGURE 13-4: MONTENEGRO - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOs
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Source: Civil Society Survey, 2018, n = 61 to 64

In reply to an open question, the respondents to the Civil Society Survey (2018) emphasized the need
of an improvement of the overall legal framework for the work of CSOs. At the same time, the current
legal framework has to be fully implemented, meaning that the rule of law should be imposed more
strictly. In particular, the surveyed CSOs’ representatives requested amendments to or adoptions of
the Law on Volunteer Work, the Law on Social Entrepreneurship, the taxation laws and the Labor
Law.

13.3. RESOURCES

Public funding represents the main financing source for many CSOs in Montenegro. In particular,
small CSOs, organizations delivering services or engaging in educational or humanitarian projects
are highly dependent on public funds (Purovi¢, Markovié, 2016). Changes in the procedures for the
allocation of state funding for CSOs open a space for significant funding of key CSOs. The previously
centralized system was highly corrupt, with numerous reported cases of abuses. The major improve-
ment in the new system is related to the decentralization of the public funding. The ministries are
obliged to adopt so-called sectorial analyses, which are the documents accessing the needs in their
relevant fields of activity. Based on all of the reports, the ministries decide on the allocation of funds
available for NGOs. Thus, each ministry gets to decide on the needs in their area, and there is a
higher chance that the money will be allocated in accordance with the public policies in the area and
with the needs of the target groups. This may also lead to closer cooperation between the ministries
and CSOs active in that field. Another novelty is the implementation of the evaluation of the projects
by independent evaluators, thus, by persons outside of that ministry. The new model was introduced
in 2018, although, with many delays. At the local level, the allocation of funds is often limited to
CSOs strongly connected to the ruling parties at the municipal level. Although the local self-govern-
ments earmark money for CSOs, they often do not publish public calls, and sometimes money is
spent based on other legal bases, such as the mayor’s decision, which does not have to be aligned
with public policies or any other priorities (CRNVO, 2015).

On the other hand, CSOs operating in the areas of advocacy, human rights or public policy
are mostly reliant on foreign funding, for instance from bilateral donor agencies. However, these fun-
ders have significantly reduced their financial support in the recent past. Therefore, the EU repre-
sents the main funding source for these organizations (Purovi¢, Markovi¢, 2016). In the last two
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years, there has been a slightly higher interest in supporting CSOs by the donor community that had
previously left or decreased its funding in Montenegro (e.g. the US and the UK government), yet, the
bilateral support to leading CSOs in Montenegro remains low. In addition, although private funding
is still limited, in Montenegro it is gaining more and more importance. For instance, corporate giving
and individual private funding are becoming more and more popular (Purovi¢, Markovi¢, 2016).
However, this trend is not reflected by the responses of the surveyed CSO practitioners, who assessed
donations and proceeds from business firms and individuals as the most inaccessible funding oppor-
tunities for CSOs in Montenegro. Moreover, foreign funding and EU grants seem to be quite easily
accessible, according to the survey respondents (see Figure 13-5).

FIGURE 13-5: MONTENEGRO - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOs

EU funds -
Government funds
(from the local, regional
or central government)

Funds from foreign foundations -

Funds from domestic foundations --

Funds/proceeds from CSOs
(e.g. membership fees, cross-financing)
Funds/proceeds from
business firms (e.g. donations,
sponsoring, sales revenues, investment)
Donations/proceeds from
individuals (e.g. memership fees,
donations, sales revenues)

1- not accessible S - easiliy accessible

Source: Civil Society Survey, 2018, n = 60 to 66

The funding of CSOs is still unstable. There are few to no possibilities of funding by institutional
funds (instead of project based funding), which creates financial uncertainty among CSOs. Drawing
on the results of the Civil Society Survey (2018), only 15% of the CSOs evaluated their funding within
the last 3 years as very stable. However, some optimism exists, as only 26% of the CSOs’ funding was
deemed as not stable within the previous 3 years. The future seems to be brighter, as 51% of the re-
spondents believe that the next 3 years will bring improved funding possibilities (see Figure 13-6).
Some CSO representatives are worried. One respondent expressed his concerns in the following way:
“CSOs are facing financial sustainability issues. EU funds are not sufficient for creating a safe work-
ing environment. Membership [prospects are] still not strong enough to enable organizations to work
on their focus. The government is ignoring the role of CSOs, and thus, doesn't support them finan-
cially, nor is including CSOs in the decision making process” (Civil Society Survey, 2018).

FIGURE 13-6: MONTENEGRO - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE PO-
TENTIAL FOR FUTURE FUNDING (NEXT 3 YEARS)

Stability of funding as 18%
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-

Source: Civil Society Survey, 2018, n = 65 to 67
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Although Montenegro has a significant number of CSOs per capita, there are still some areas not cov-
ered and many needs unmet. Donor strategies play a significant role in the level of capacity of differ-
ent civil society actors. According to the respondents to the Civil Society Survey (2018), areas in need
of a more active and professional involvement of CSOs are: social entrepreneurship, improved envi-
ronment for whistle-blowers, integrated service provision into the system of social and health protec-
tion as well as education, protection of human rights and provision of services to specific marginal-
ized groups (e.g. prisoners, people with disabilities, street children) and to socially disadvantaged
groups (e.g. youths, women at the workplace, victims of sexual violence, children of single parents).
There is a clear need for specialization in order for CSOs to operate in the mentioned fields. It is im-
portant to spread the activities and services throughout the country, as opposed to concentrating
them only in the bigger cities. The respondents also noted the need for a constructive dialogue be-
tween civil society and the government.

13.4. FUTURE PROSPECTS AND OUTLOOK

Within the next 5 years, Montenegro is expected to make further progress in the European integra-
tion process. This will have a positive impact on the sustainability and professionalization of CSOs. It
is expected that some of the traditional bilateral donors will withdraw or change their donation poli-
cies and invest less in the Montenegrin civil society, but that it will be compensated through an in-
creased involvement of public bodies. The decentralization process of the allocation of the Instru-
ment for Pre-Accession Assistance (IPA) funds has been set in motion; and, whereas some of the
funds were already decentralized, the process is still ongoing for most of the other funds. This means
that public authorities are to take on a role in allocating these funds instead of the EU institutions, as
it has previously been the case. This might have a negative effect on the independence of the Monte-
negrin CSOs. At the same time, the further development of the institutional and legal framework for
the integration of non-state service providers into the public system of social and health protection is
predicted to have a positive effect on the sustainability of professionalized service providing CSOs.
Improvements are also expected in the areas of volunteering and social entrepreneurship. Some of
the respondents to the Civil Society Survey (2018) predict an improved support from the private sec-
tor, but philanthropy and corporate social responsibility are still on a very basic level in Montenegro,
and they will probably not evolve very fast. Furthermore, smart investments of the state, donors and
the private sector into the civic sector might also have a strong progressive effect on the society as a
whole and provide a push for further democratization and improved social justice.

Threats to the sustainability of CSOs and to the guarantee of equal chances for the entire civil
society are brought about by the lack of transparency in the distribution of funds from public re-
sources (ministries, institutes, local municipalities, EU funds) distributed by the Ministry of Finance,
but also by the lack of funds for small CSOs. In the Civil Society Survey (2018), the CSO representa-
tives shared their concerns that CSOs might lose integrity due to their dependency on public funding.
Concerning labor, some respondents are concerned that the sector will face negative consequences
because of the lack of a qualified workforce, stemming from the brain drain phenomenon. One illus-
trative and rather pessimistic response addressed the major changes currently faced by the Montene-
grin civil society: “There will be less and less people willing to engage in the work of expert watchdog
CSOs requiring a high level of expertise in the field of law. International organizations are taking over
CSO tasks and projects and rarely include them as partners. Everything tends to become corporate
based, and there is a strong tendency in the population to give in and cooperate with the government
rather than to play the role of the watchdog. It is not easy, nor comfortable to be a watchdog, espe-
cially with aggravating operating conditions” (Civil Society Survey, 2018). This statement serves as a
wake-up call for the civil society and as a reminder that it is important to remain active and engaged.
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14. Romania

Alexandra Ioan

CSOs in Romania experience challenges regarding the political context, legal framework and funding
opportunities. The current governing coalition has been implementing significant fiscal and legislative
changes that affect CSOs on the level of resources available to them, as well as regarding their freedom
of expression and actions as watchdogs of political power. CSO practitioners describe the current legisla-
tive framework in which they operate as unsatisfactory and even as hindering to their activities. They
report a limited involvement in advocacy and consultation processes with the government on all levels.
They identify international foundations, the EU, private companies and individuals as their main pro-
viders of financial resources. The perspectives for the coming years are reserved, with CSOs predicting a
continuously shrinking space for civil society, as well as a deterioration of the relationship with the gov-
ernment. At the same time, they see increased grassroots civic engagement as a positive and powerful
counterbalance to the political attempts of controlling civil society.

14.1. INTRODUCTION

Similar to the developments in other countries
of Central and Eastern Europe, Romanian civil
society has been facing challenges over the past
years. After the 2016 parliamentary elections,
the new government coalition has significantly
changed the legal framework affecting CSOs,
especially connected to fiscal policies, financial
opportunities and supervision. Some of these
changes were officially enforced in 2017 and
2018, while others are still subject to debate or
in different stages of the legislative process.
Apart from implementing measures that reduce
the access of CSOs to individual and corporate
donations, the current government has also ac-

Romania: Key facts

Population: 19,523,600 (Eurostat, 2018)
EU membership status: member country (since 2007)
GDP per capita: 12,510 USD (IMF, 2019)

Number of CSOs: 88,650 (FDSC, 2017); 113,861 (JUST,
2019)

Number of active CSOs: 42,707 (FDSC, 2017)

Number of active CSOs/1000 citizens: 2.18 (Eurostat,
2018; FDSC, 2017)

Most developed fields of activity: social services;
sports/hobby; education; professional; cultural (FSDC,
2017

Population share engaging in volunteering: 14% (EP,
2011)

tively tried to prevent civil society organizations and individuals from organizing protests and from
participating in consultation processes. This negative attitude towards CSOs has been emphasized by
an increased negative discourse related to CSOs and their role in democratic society (USAID, 2018).

All these developments have led to CSOs experiencing funding and employment difficulties
and a significantly deteriorated relationship with state authorities, as well as a tainted public image.
The shrinking space for civil society in Romania raises issues regarding the potential of mobilization,
as well as the potential for social service delivery. In spite of this background, there has also been a
mobilization of collaborative efforts of CSOs in opposition to these measures, and to develop alterna-
tive survival strategies in an increasingly unstable context.
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Which organizations participated in the Civil Society Survey 2018?

58 Romanian civil society organizations took part in the Civil Society Survey. Out of these, 2% were
founded before 1991, 21% between 1991 and 2000, 46% between 2001 and 2010 and 31% after 2011.

Regarding their main field of activity, 19% of the respondents work in education and re-
search, a similar share of 14% in social services and in law, advocacy and politics, followed by 12%
working in environment and animal protection. There are no organizations in the sample operating
in sports clubs or in the religious or cultural field, although the sports and cultural fields are rather
developed in the country (FDSC, 2017). Therefore, the sample has limitations in reflecting the overall
composition of the Romanian civil society.

These organizations fulfil multiple functions with a majority (74%) reporting that they fulfil
services, advocacy and community-building functions simultaneously. 9% of the organizations in the
sample fulfil services and advocacy functions combined and 6% fulfil advocacy and community-
building functions combined. No organization fulfils a community building function only, but 4% of
the sample fulfil a service or an advocacy function only. Data across all active CSOs from 2015 show
that most CSOs fulfil a service function, followed by an awareness raising, information and monitor-
ing function and a community and local development function. (FDSC, 2017)

In terms of professionalization, 46% of the organizations demonstrated a low level of profes-
sionalization, 32% a medium and 23% a high degree of professionalization. This is in accordance
with the staffing challenges of the Romanian CSOs reported in other sources (FDSC, 2017; USAID,
2018) as well as with the continuous necessity of professionalization and training in the social sector.

The main sources of funding for the CSOs in the sample are donations and proceeds from in-
dividuals (74% of respondents), funds from the business sector (61%), and funds from foreign foun-
dations (57%). The strong reliance on private and international sources or revenue and the limited
support from the Romanian public sector has been signalled previously and is an ongoing trend
(FDSC, 2017). In terms of revenues, in 2017, most respondents (40%) reported revenues between
EUR 100,000 and 1 million, 33% revenues below EUR 50,000 and 11% revenues greater than EUR 1
million. The Romanian civil society is characterized by few organizations with larger revenue shares,
while smaller organizations rely on smaller budgets (FDSC, 2017).

52% of the organizations in the sample mainly operate in urban areas and only 4% in rural
areas. 44% are located in urban and rural areas equally. This is reflective of the large concentration of
CSOs in urban areas and their proximity. In terms of impact, 56% of the sampled organizations re-
port having a national impact, 35% a local or regional impact, and only 8% a European or worldwide
impact. As Romanian civil society is still developing, most CSOs have not yet reached the point of
stability and growth that allows them to expand their activities abroad.

14.2. POLITICAL AND LEGAL FRAMEWORKS

There are a few core pieces of legislation regulating the activity of Romanian civil society (Lambru,
2017):

- the Government Ordinance (GO) 26/2000 that regulates the registration process, the public
benefit status, and the main functioning framework for nonprofits;

- the Fiscal Code, Law 22/2015 that regulates donations and sponsorship;

- Law 78/2014 that regulates volunteering activities;

- the Social Economy Law 219/2015 that regulates protected units for social inclusion;

- the Public Procurement Law 98/2016 that includes also CSOs.
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CSOs are constantly advocating for improvements of these frameworks that are sometimes unclear or
not favourable for their activities. Still, the changes conducted by the government throughout 2017-
2018 are rather hindering the work of CSOs. A few years ago, the predictions regarding the evolution
of CSOs in Romania were optimistic, including more diversity and specialization, more collaboration
with the government, more private donations and an increased professionalization of CSOs (Lambru,
2017). Some of these trends have shifted during the past two years, especially when it comes to the
interaction with authorities and political actors, which has been tense (USAID, 2018). Political actors
have adopted a critical position towards CSOs with legal measures negatively affecting civil society.

During 2017 and 2018, the current governing coalition in Romania has conducted significant changes
in the framework for NGO activity:

- GO 60/2017 eliminated the incentives for companies to buy products from protected units
(USAID, 2018).

- GO 18/2018 stipulates that the fiscal agents of the Ministry of Public Finance will conduct
more intense inspections of the funds received by NGOs from income tax redistributions and
from public funds (Romanian Government, 2018).

- Changes in tax policies (GO 3/2017, GO 79/2017) for companies operating in Romania dis-
courage companies to redirect 20% of the owed income tax or 0.5 of the annual turnover to
NGOs (USAID, 2018). The negative impact of these fiscal changes on NGO incomes are al-
ready visible, with reduced donation amounts registered (EY Romania et al., 2018; USAID,
2018).

- GO 25/2018 modifies the previous legislation regarding the possibility of individuals to redi-
rect 2% of their income tax to an NGO of their choice by stipulating that individuals can now
redirect 3.5% of their income tax only to NGOs that are delivering social services accredited
by the state. The same legislation stipulates that small enterprises will be able to redirect
20% of their income tax to the same authorized NGOs. There is a very limited array of CSOs
that are eligible for these benefits under this legislation (EY Romania et al., 2018) and these
are organizations working closely with the state, which raises issues of preferential treatment
in the sector.

- The government has been conducting further fiscal changes affecting the private sector in
December 2018 (regarding the level of the minimum wage, healthcare contributions, taxes
on buildings, etc.) (Vulpoi, 2019), which are expected to have a further negative impact on
Romanian companies and their support of CSOs.

- The transposition of the Anti-Money Laundering European Directive 2015/849 into national
legislation further constricts the freedoms of CSOs. Respondents to the survey explain that
CSOs have to report to the Anti-Money Laundering Office each trimester, as NGOs “are put
in the same risk category with banks and gambling houses and [are] subject to the same con-
trol”. This “promises to create [an] enormous bureaucratic and reporting burden for CSOs”
(Civil Society Survey, 2018).

In addition, there are some further proposals for changes in the legislation relevant for CSOs that
have not been finalized yet. A significant change of GO 26/2000 has been approved by the Senate
and awaits its approval by the Deputy Chamber in Parliament. It stipulates that NGOs need to pub-
lish all sources of funding and expenses twice a year in the Official Legislative Journal and that that
NGOs cannot support or campaign for a political party. These changes are meant to increase the bu-
reaucratic burden on NGOs and to prevent them from expressing critique or support in the political
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sphere. The proposals have been met with a lot of resistance and criticism from CSOs, but the legisla-
tive process has nevertheless continued.

All these dynamics lead to a rather tense and conflictual relationship of CSOs and political players,
especially on the national level (see Figure 14-1). The civil society experts surveyed perceive the local
and national Romanian authorities as rather impeding their activities. The national government is
perceived most critically by respondents, followed by taxation authorities and administrative author-
ities. The local or municipal government is still perceived negatively, however it registers a better
score, assumedly due to the physical proximity to the CSOs and their more limited involvement in
large-scale framework changes. The only political actor that is perceived as strongly supportive of
civil society is the EU, which is reflective of the general strong pro-European attitudes of Romanian
civil society (EC, 2018).

FIGURE 14-1: ROMANIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

national
government
local/ municipal
government
taxation
authorities
administrative
authaorities

1- impeding S - supportive

Source: Civil Society Survey, 2018, n = 57 to 58

CSOs are mostly critical of the lack of transparency for procedures for the allocation and use of public
funds and of the extent of bureaucratic responsibilities for CSOs (see Figure 14-2). They are however
slightly more positive about their freedom to operate within the law. With an average of 3.4 on a 1-5
scale, this indicates that the dissatisfaction is mostly related to the setup of the legal framework and
less to the freedom within this framework.

FIGURE 14-2: ROMANIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS
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Source: Civil Society Survey, 2018, n = 57 to 58

The legal frameworks for CSOs are perceived as rather impeding for the work of the organizations.
Taxation and labor legislation are perceived as most problematic, followed closely by procurement
and association legislation (see Figure 14-3). As one respondent explains, Romanian CSOs have to
fulfil the same obligations as for-profits when it comes to tax, labor, procurement laws, work and en-
vironment protection standards, GDPR, etc., although their resources are significantly more limited
and any changes in these frameworks are costlier than for larger organizations (Civil Society Survey,

2018).
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FIGURE 14-3: ROMANIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW
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Source: Civil Society Survey, 2018, n = 54 to 57

The CSOs’ representatives also provided a wide range of suggestions for the improvement of these
legislative frameworks in order to respond to their needs in a better way. Overall, the respondents
wish for less bureaucratic arrangements regarding the foundation and running of an NGO, as well as
changes in the tax law and the various financial stipulations that CSOs need to comply to. The gen-
eral request is to differentiate between nonprofit organizations and other private entities from a fiscal
perspective and to facilitate national and international funding for NGOs. The income tax return leg-
islation and overall fiscal legislation (beyond the VAT exemption) should be differentiated for NGOs,
and the fiscal benefits for the protected social inclusion units for people with disabilities should be
reintroduced and improved. The Social Economy Law that was passed in 2014 was also mentioned as
having no real fiscal advantage for CSOs apart from categorizing them differently in the sector. The
changes in the social security payments are considered harmful and in need of reversing, as NGOs
cannot retain employees and support the costs: “The obligation to pay social security for part-time
employees at the minimum wage level (full-time) has greatly affected nongovernmental organiza-
tions” (Civil Society Survey, 2018). CSO experts also want more flexibility for part-time and freelance
activities, better stipulations for contracting external expertise and improvement of the volunteering
and internship laws (Civil Society Survey, 2018).

Romanian CSOs are generally interested in contributing to policy debates around these nec-
essary changes, but they are not actively engaged by political actors. The CSO representatives sur-
veyed do not feel that they are considered equal partners, or that they are actively involved in politi-
cal discussions (see Figure 14-4). They are rather skeptical of their capacity to improve legal condi-
tions in the country, but feel that they can contribute to improving social conditions. Finding volun-
teers is also not seen as particularly easy, but it is perceived as being easier than engaging citizens
more broadly. Still, looking at the significant civic mobilization in Romania through street protests
since 2010 (Sandu, 2017), there is clearly potential for the engagement of an active segment of the
broader Romanian civil society. Nevertheless, this segment is probably the one already engaging with
CSOs, and the challenge that respondents reflect in their answers is for organizations to address an
audience unfamiliar with their work so far. Finally, the opinions around their role of a watchdog
without fear of repression are split, with some NGOs experiencing this more strongly than others.
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FIGURE 14-4: ROMANIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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Along these lines, another study conducted among the NGO leaders in Romania in 2016 (FDSC,
2017) revealed that 70% of the respondents believe that if they criticize the authorities, they risk los-
ing their support. The same study reveals that the NGOs themselves rather than the public authori-
ties organize public consultations, and this leads to some successful advocacy initiatives. For in-
stance, in 2018, the law on violence against women was passed and restriction orders were intro-
duced for victims of domestic violence (Law 174/2018).

Other instances reflect the tensions between the current Romanian government and civil so-
ciety around the freedom of expression. Such an instance was the protest organized on August 10th
2018 in Bucharest with the purpose of expressing dissatisfaction with government measures. The
protesters were met with tear gas and violence despite their largely peaceful attitude. An investiga-
tion is still pending, with several CSOs launching a petition, asking for help at the UN (Stan, 2018).
The government has also made further changes in the approval procedure for public protests and it
used legislative loopholes to prevent these manifestations from happening (USAID, 2018).

A further instance of restricting the influence of civil society are the changes that the Govern-
ment has implemented in relation to the Economic and Social Council, a body meant to consult the
Parliament and the Government on civil society matters. The Prime Minister replaced government-
critical organizations in the Council with other representatives, with no transparency regarding the
selection criteria and process.

14.3. RESOURCES

The surveyed CSOs report that the most easily accessible sources of funding are funds from foreign
foundations, donations from individuals and funds from business firms. Funds from domestic foun-
dations, from CSOs (such as membership fees) and from the EU are relatively easily accessible, while
the government funds are most difficult to access (see Figure 14-5).
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FIGURE 14-5: ROMANIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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The 2015 overview of Romanian CSOs (FDSC, 2017) supports this view. The main funding source for
CSOs across the country are individual donations from the 2% income tax redistribution (65% of the
organizations) followed by other individual donations (54%). Once again, this depicts the gravity of
the recent change in the legislation for CSO funding, as the new GO 25/2018 restricts individuals to
redirecting part of their income tax solely to state-approved NGOs from the social sector. Companies
are another big funder for 45% of the organizations, and EU grants for 36% of the respondents. 22%
get money from public authorities, 23% from international foundations, and only 9% from local
foundations. 31% of the respondents also register income from their own revenue-generating activi-
ties. This is an increasing trend due to changing international funding possibilities for CSOs, and also
due to the emergence of more local players encouraging this type of activity. Between 2010 and 2016,
there was an overall positive trend in the involvement of companies supporting CSOs and a decrease
in the involvement of foreign foundations.

An additional challenge currently faced by CSOs regarding their financial viability and secu-
rity arises from another recent change in the legislation. Firstly, the GO 4/2017 stipulates that em-
ployers need to pay social security and health insurance for their employees based on the full-time
minimum wage, even for part-time employees. This also applies to NGOs and significantly increases
staff costs (USAID, 2018). In addition, the changes in the public sector’s salary framework affect
CSOs, although these measures are not directly aimed at them. These changes have caused an in-
crease of 24% of the salaries in the public sector in 2017, which has led to a significant staff turnover
among CSOs, with professionals switching to public sector jobs (USAID, 2018). This development,
together with the issue of increased migration and the fiscal changes regarding employees, poses fur-
ther significant staffing issues for CSOs.

Another important characteristic of the availability of financial resources in Romania is the
fact that only 7.9% of all organizations gain 82% of the total income in the sector (FDSC, 2017),
which indicates the great difference in incomes between organizations and the centralization of funds
among some key players.

When asked about the stability of funding throughout the past 3 years, most of the organiza-
tions surveyed (39%) perceive it as not stable at all or not stable. 34% of the respondents see funding
as stable or very stable, and 26% of the respondents see it as neither stable nor unstable. When think-
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ing about the potential for funding in the next 3 years, most respondents (44%) see this potential de-
clining, while only 33% see the possibility of improvement. 24% of the respondents think there will
be no change in the funding available for CSOs (see Figure 14-6).

FIGURE 14-6: ROMANIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTEN-
TIAL FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey, 2018, n = 58

Therefore, the overall perception of the financial prospects of CSOs is rather negative, which can
most probably be linked to the various fiscal changes directly affecting the organizations. At a
broader societal level, the perceived level of trust in economic stability from internal, as well as exter-
nal political, social and economic actors affects the perspectives of the practitioners in civil society.
As there have been significant economic and fiscal changes, the interest, access, and commitment of
potential funders of civil society is perceived as undergoing changes and not as very reliable (Civil So-
ciety Survey, 2018).

14.4. FUTURE PROSPECTS AND OUTLOOK

The years ahead will remain challenging for Romanian civil society. Opinions among the respondents
of the survey are split: While some emphasize the legal and financial difficulties for CSOs in the com-
ing years, some predict the CSOs will be growing and developing, despite governmental constraints
on the sector. Some describe this situation as civil society becoming more dynamic, but at the same
time, frustrations are increasing because of the instability under the present circumstances.

There are various trends identified by the respondents for the next 5 years:

- Relationship with authorities — the relationships with public authorities will continue to
be tense and problematic. There will be a reduction in the number of social services provided
by CSOs, as the government will decrease procurement of these services. Governmental fi-
nancial restrictions will continue to negatively affect organizations.

- Funding — while some representatives predict that funding will become more difficult, with
a decreased access to EU funds and an unequal distribution of funds to the advantage of big
players, others foresee an increase of individual donations and corporate support. Crowd-
funding and international funding are also seen as sources that will gain in importance in the
coming years. More and more CSOs are expected to develop a revenue-generating activity to
compensate for financial difficulties.

- Labor market - the increased migration in Romania will continue to pose challenges to the
CSOs due to a lack of qualified labor force. At the same time, experts think that more young
people will identify CSOs as good opportunities to start their careers.

- Civic engagement and professional CSOs — grassroots civic engagement, especially on
behalf of young people, will continue to increase in the coming years, also as a reaction to the
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current government policies. In consequence, experts see a risk of further separation be-
tween this civic energy and professional CSOs.

- Relationship with the media — experts see the public discourse deteriorating further in
the coming years, in particularly in relation to NGOs. This raises the need for an increased
investment in visibility, reaching out to media outlets, but also for developing closer collabo-
ration with independent and investigative journalists.

- Social sectors at the forefront — the respondents identify a few sectors that will attract
the attention of civil society in the coming years: education and health, social services and
social justice, women and LGBTQI rights, artificial intelligence and technology in everyday
life, democracy and civic engagement.

- Overall civil society space — the current political environment and media representation
will maintain and perhaps even further enhance the vulnerability and the shrinking space for
civil society. This leads to an increased polarization between rural and urban areas in the
country and creates the space for politically affiliated NGOs to develop and to mimic a real
civil society. This will generate a reduction of activity and advocacy efforts of independent
NGOs. In this context, they will have to professionalize even further to ensure their survival.

Civil society in Romania will continue to undergo pressures in the coming years, as the demo-
cratic situation in the country and in Central and Eastern Europe will continue its instability. While
we can expect further constraining legislative changes for CSOs and preferential government treat-
ment of the CSOs that are supportive of its policies, we can also expect a further mobilization of or-
ganizations and informal initiatives against these measures. There are already clear connections be-
tween this civic mobilization and the development of political alternatives through the emergence of
new parties. This could in turn influence the election outcomes in 2019 and 2020. The strong migra-
tion characterizing Romania will probably continue its trend, but so will the CSOs’ awareness of the
need to mobilize and connect to the diaspora and vice-versa (Ioan, 2019). Overall, the coming years
will be a test of resilience for active CSOs and a test of creativity for emerging ones, as the struggle
between constraining government policies and the survival of independent CSOs keeps unfolding.
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15. Serbia

Dusan Spasojevié

4 )

Civil society in Serbia is working under difficult circumstances due to the ongoing political crisis and the
decline of the democratic standards, especially regarding advocacy, watchdog initiatives and media free-
dom. At the same time, many CSOs are dependent on international funds and political support from the
international community. In terms of freedom of operation, the CSOs’ independence and influence are
questionable because of unfavourable tax laws, complicated bureaucratic procedures, restricted access to
the decision-making process and constant attacks from governing political actors. A new negative trend
in Serbia is the massive proliferation of GONGOs and their growing visibility and social influence. Nev-
ertheless, based on previous experiences under similar conditions and expected positive perspectives
linked to the EU accession process, civil society representatives are optimistic regarding future develop-
ments.

15.1. INTRODUCTION

Serbia: Key facts
Similar to the previous years, 2018 was marked
by an intense political debate between the rul-

ing party and the opposition in Serbia. The two
main issues are still related to the future status

Population: 7,001,444 (Statistical Office, 2017)
EU membership status: candidate country (since 2012)

GDP per capita: 7,530 USD (IMF, 2019)

of Kosovo’s and Serbia’s accession to the EU. At
the beginning of the year, the assassination of
Oliver Ivanovi¢, a Kosovo Serb opposition poli-
tician was a major topic in the public discussion
(and still, no one has been arrested or indicted
for this crime). This was followed by an ex-

Number of CSOs: 53,000 (SBRA, 2017)
Number of active CSOs: 38,000 (SBRA, 2017)

Number of active CSOs/1000 citizens: 5.4 (Statistical
Office, 2017; SBRA, 2017)

Most developed fields of activity: social services; law;
advocacy and politics; education and research

tremely passionate and antagonistic campaign
for the local elections in Belgrade. Finally, it

ended with large protests on the streets of Bel-
grade against the violence in politics (ignited by the assault on one of the opposition representatives).

Population share engaging in volunteering: 6%
(CAF, 2018)

In contrast to this perception of instability and conflict, Serbian politics are currently under
the control and absolute majority rule of the Serbian Progressive Party (SNS — Srpska napredna
stranka), the party of the state president Aleksandar Vucié. The SNS dominance started to endanger
the democratic process and to capture democratic institutions, leading to the lowest democracy
scores of Serbia since 2003, the year the Prime Minister Dindi¢ was assassinated (Damjanovié, 2018:
2). Illiberal tendencies and the decline of democratic standards have already started in 2014, when
the SNS took the lead in the government, and were most visible in relation to media freedom and the
access to public information.

Under these circumstances, civil society found itself in an unfavourable position. One part of
the civil society is perceived as the driving force behind the protests and as the main contestant of the
totalitarian tendencies of the regime. The other part of the civil society still cooperates with the SNS
as part of a broader (e.g. EU integrations) or ‘non-political’ agenda (e.g. social services). However, it
seems that the division between CSOs is growing, while the space for cooperation with the govern-

ment keeps shrinking.
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Which organizations participated in the Civil Society Survey?

Overall, 76 Serbian CSOs participated in the survey. Regarding their founding date, they largely pre-
serve the balance between the four large waves of civil society development - the MiloSevi¢ era (1996-
2000), the democratic optimism (2001-2005),the consolidation (2006-2010) and the post-SNS wave
(2011-2015). More specifically, 11% of the organizations were founded before 1995, another 20% be-
tween 1996 and 2000, a significant portion of the surveyed CSOs were founded between 2000 and
2005 (23%) and a similar share was established between 2006 and 2010 (24%) as well as after 2011
(23%). In terms of fields of activity, the sample reflects the dominance of law and advocacy, social
services, education and research and environmental issues as the most significant fields of work. It
also reflects the weak tradition of social clubs and religious CSOs. Concerning the functions of CSOs,
Serbia shows a lack of specialization and a strong overlap between providing services, advocacy and
community building (74% of the surveyed CSOs), with the latter two not being performed exclusively.
This finding also reflects the universal nature of many organizations and their adaptability.

Funding sources represented in the sample are in accordance with previous findings
(Gradanske Inicijative, 2012): Almost all CSOs name international support as their main funding
source (84%), almost 60% rely on EU funding and over one third received funds from the state or lo-
cal budgets. Business and individual donations are additional funding sources used by 30% and re-
spectively 25% of the surveyed CSOs. In terms of the yearly revenue, almost half of the CSOs have
budgets between 100,000 and 1 million EUR, whereas approximately one fifth has yearly budgets be-
tween 5,000-50,000 and 50,000-100,000 EUR each. Less than 10% fall into the lowest (yearly reve-
nues up to 5,000 EUR) and largest budget categories (over 1 million per year). Regarding the region
of activity, most organizations operate at a national level (57%), while fewer are active on a regional
level (36%). Over half of the respondents work in both urban and rural areas, 38% are only active in
urban areas, and only 9% of the CSOs exclusively represent rural areas and interests. Finally, in
terms of stability and institutionalization of civil society, almost 80% of the included organizations
expect to be active for at least three years, which indicates a certain sustainability and continuity of
the current civil society.

15.2. POLITICAL AND LEGAL FRAMEWORKS

The current political environment in Serbia remains challenging for CSOs, characterized by intense
political competition between the ruling party and the opposition. This polarization also affects CSOs
that have to choose between cooperation and confrontation with the government. This can also be
attributed to the traditional lack of cooperation and solidarity between Serbian CSOs.

Populist tendencies of the current government (Spasojevi¢, 2019) promoting the “majority
rule” limit the space for public debate or advocacy initiatives. Changes in media by-laws and owner-
ship structures strengthen the political influence on the media system (Centre for Media Pluralism
and Media Freedom, 2018). Furthermore, a draft version of the new Law on Free Access to Infor-
mation of Public Importance (No. 120/04; 54/07) represents a potential threat to watchdog CSOs
and journalists. The draft law limits the executive decisions of the Commissioner for Information of
Public Importance and Personal Data Protection® as well as the obligation of public companies to
provide information to the public (Poverenik, 2018). In addition, constant political attacks and slan-
dering campaigns by SNS representatives and tabloids addressing the current Commissioner

23 authority in charge of monitoring the compliance with the Law on Free Access to Information of Public Importance (No.
120/04; 54/07); ,The Commissioner’s mandate is to protect and promote the right to free access to information of public
importance and the right to personal data protection ,and to supervise the lawfulness of personal data processing by public
authorities and all other entities that process personal data“ (Commissioner for Information of Public Importance and
Personal Data Protection, 2018).
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Rodoljub Sabi¢ could undermine public trust in this institution and its authority. Similar mecha-
nisms have been used in the case of Ombudsman Jankovié, the Protector of Citizens, who resigned in
2017, because of the increased political and media pressure (Protector of Citizens, 2017). However,
the significant role of the Commissioner is acknowledged by civil society actors, as a number of CSOs
named the Commissioner as a very important asset for exercising the right to obtain public infor-
mation and for monitoring public institutions?.

The lack of trust is reflected in the results of the Civil Society Study. The respondents assess
the national institutions, i.e. the national and local governments, the public authorities and the tax
authorities, either as neutral or rather impeding. In contrast, although Serbia is not a member state,
our findings (presented in Figure 15-1) show that the EU is perceived as most supportive for the Ser-
bian civil society. In general, the political circumstances did not change dramatically compared to the
previous study on civil society in CEE (Spasojevic, 2017).

FIGURE 15-1: SERBIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

national
government

local/ municipal
government

taxation
authorities

administrative
authorities

1- impeding 5 - supportive
Source: Civil Society Survey, 2018, n = 73 to 76

The data presented in Figure 15-2 provides an insight into more specific dimensions of the CSOs’ re-
lations with the national political institutions. CSOs can work freely, e.g. there are no obstacles re-
garding the formal foundation of CSOs or the cooperation among them. However, there is not
enough support provided by the state in terms of financing or bureaucratic procedures. As the sur-
veyed practitioners emphasized, the procedures for the allocation of funds are not transparent and
fair (Civil Society Survey, 2018). Furthermore, as some earlier reports also suggest, there is signifi-
cant misuse of funds intended for the support of civil society. This misuse includes the formation of
government-organized non-governmental organizations (GONGOs) that are channelling funds back
to the ruling party (Spasojevi¢, 2017: 277) or the restriction of financial support to government-
friendly media outlets (Gruhonjié¢, Sinkovié & Kleut, 2018).

24 The list of awards given by civil society and international organizations to Rodoljub Sabi¢ (Commissioner between 2004-

2018) is available at https://www.poverenik.rs/sr-yu (last accessed: 3 April 2019).
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FIGURE 15-2: SERBIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

C50s are allowed to
operate freely within the law
There are transparent
procedures for the allocation and
use of public funds for CS0s
The bureaucracy for C50s
is within acceptable limits

1- strongly disagree 5 - strongly agree

Source: Civil Society Survey, 2018, n = 75 to 76

In line with previous studies (Gradanske Inicijative, 2012), the respondents to the Civil Society Sur-
vey evaluate the legal framework as neither impeding nor particularly supportive (see Figure 15-3).
The legal conditions for CSOs are quite stable, as there were no major changes of the legal framework
in recent years. CSOs are easy to establish, but they do not benefit from any special treatment in
terms of tax-obligations or labor laws (e.g. tax exemptions for donors or different bureaucratic proce-
dures for small organizations). Principally, CSOs can take the legal form of associations or founda-
tions and endowments (legacies), which are regulated by the Law on Associations (No. 51/09, 99/11)
and the Law on Endowments and Foundations (No. 88/10, 99/11). In addition, the understanding of
the term CSOs also includes trade unions, churches or cooperatives (Spasojevi¢, 2017; Council on
Foundations, 2018).

FIGURE 15-3: SERBIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

Tax law

Labour law

Association/
corporate law

Procurement law

1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 67 to 73

However, there is an on-going debate about the potential changes of certain laws, and the Civil Soci-
ety Survey results showed that several laws could be improved in order to increase the CSOs’ capaci-
ties and influence. As the first choice for improvement, the respondents of the Civil Society Survey
(2018) suggested adaptations to the tax law in terms of providing more incentives for philanthropy,
tax deductions for companies and individuals supporting civil society as well as tax deductions for
CSOs (especially those providing public services). Furthermore, they mentioned new and more pre-
cise rules for volunteering or employment in civil society, social entrepreneurship or free legal aid as
desirable changes. The bureaucratic rules apply to all CSOs, without any difference between big na-
tional NGOs and small local organizations. This puts the latter in an unfair position, according to the
surveyed practitioners (Civil Society Survey, 2018).

Although several legal opportunities apply to CSOs (e.g. public hearings or participation of
the CSOs’ representatives in the work of parliamentary committees), they rarely have the chance to
take part in decision-making processes, nor are they treated as equal partners by the government.
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Consequently, most CSOs do not feel that they can influence the legal conditions in society (see Fig-
ure 15-4). Other studies support the trend of declining advocacy capacities (USAID, 2018: 195) and of
a reduced ability of civil society to influence the legislative processes (CRTA, 2017). Important obsta-
cles for advocacy or watchdog initiatives are related to the Law on Free Access to Information of Pub-
lic Importance (No. 120/04; 54/07) and to the many cases in which state institutions failed to pro-
vide citizens with information, regardless of the Commissioner’s actions and rulings, as previously
mentioned (Poverenik, 2017).

FIGURE 15-4: SERBIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOs

CS0s can play a watchdog role
without having to fear
any government repressions

CS0s are considered equal
partners in finding solutions
for social/ecological problems

CSO0s are actively involved
by political actors to participate
in political discussions

CSs0s have a significant impact
on improving the legal conditions
in society

CS0s have a significant impact
on improving the social environment
in society

CS0s can easily find volunteers

CS0s can easily mobilize
citizens to support
their goals and activities

1- strongly disagree 5 - strongly agree

Source: Civil Society Survey, 2018, n =69 to 71

15.3. RESOURCES

The Serbian civil society is dependent on and largely driven by international donors (Vukovié, 2015;
USAID, 2018), largely because of a lacking tradition of local civil society and CSOs, an unfavourable
legal framework for the development of national charities and endowments as well as a lack of tax
deductions for companies and the general negative economic situation. Nonetheless, funds from in-
ternational providers are available, including the EU, foreign governments and private foundations
and endowments (Civil Society Survey, 2018). As presented in Figure 15-5, international and EU
funds are by far the most attractive financing sources, while domestic funds are less accessible. The
least accessible funding sources are the funds from local business and donations from individuals.
Furthermore, funds distributed by the national government and local authorities depend on the rep-
resentation of the interests of these political actors, and therefore, they often lead to cases of censor-
ship of established CSOs and to the creation of GONGOs.
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FIGURE 15-5: SERBIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS

Government funds
(from the local, regional
or central government)

EU furlds -

Funds from foreign foundations

Funds from domestic foundations
Funds/proceeds from CSOs
(e.g. membership fees, cross-financing)

Funds/proceeds from
business firms (e.g. donations,
sponsoring, sales revenues, investment)

Donations/proceeds from
individuals (e.g. memership fees,
donations, sales revenues)

1- not accessible S - easiliy accessible

Source: Civil Society Survey, 2018, n = 68 to 75

The CSOs’ assessment of the stability of funding in the recent past and the near future is quite ambig-
uous (see Figure 15-6). Based on their opinions, the surveyed CSOs can be divided into three almost
equal parts — one third is predominantly dissatisfied with the past, one third gives positive evalua-
tions and another third is placed in the middle. The future is assessed slightly more positively than
the recent past. This assessment in not surprising — CSOs have very different experiences depending
on their field of work. Most advocacy, democratization and human rights oriented groups solely rely
on international funders, while, for example, social services organizations depend on state funding,
which is generally marked by a greater extent of uncertainty and instability (Gradjanske inicijative,
2012). Additionally, large national and professional organizations have better access to international
and national funds compared to smaller local, activist or volunteer-based CSOs (Civil Society Survey,
2018). The moderately positive evaluation of the future development can be explained by a general
optimism related to the EU integration and by the expectation that there will be more funds available
for CSOs due to the return of some international donors to Serbia.

FIGURE 15-6: SERBIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTENTIAL
FOR FUTURE FUNDING (NEXT 3 YEARS)

Stability of funding
(1 - not stable at all, 5 - very stable)

Potential for funding P . - e
(1 - declining, 5 - improving) e 1%

N

2% 4%

Source: Civil Society Survey, 2018, n = 73 to 74

The CSO representatives clearly understand the consequences of relying on dominant funding
schemes (i.e. being dependent either solely on international or on domestic actors, a lack of auton-
omy in terms of program activities) and some of them argue for a further diversification of funding
opportunities (Civil Society Survey, 2018). Several fields of activity were perceived as underfunded
for various reasons. The CSOs operating in these fields can be divided into two groups. The first
group of CSOs are the ones supported in their first transitional years. More recently, some donors
evaluated that Serbia had made progress and moved to other locations worldwide, where there is a
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greater need for support. These fields include democracy, participation and political education or the
support to victims of human trafficking. CSOs in these fields are also complaining about the reduced
number of ‘institutional grants’ or grants that are dedicated to capacity building (Civil Society Survey,
2018). The second group of CSOs with unattended needs is related to the underdeveloped parts of
civil society. These CSOs are mostly oriented towards vulnerable, politically and socially marginal-
ized groups and related issues, for instance the Roma population, domestic violence issues, trade un-
ions and labor rights, rights of the unemployed, vulnerable groups in underdeveloped areas, support
for rural areas and support for persons with mental health problems. Some of these issues are ad-
dressed by state institutions and the state budget (but this is perceived as insufficient and irregular)
and very rarely by international funds. Interestingly, the CSO representatives stated that there is a
need for more support for environmental issues (Civil Society Survey, 2018), although environmental
movements and activism have a solid tradition, which lasted even during the Yugoslav period (Pav-
lovi¢, 2006). However, it seems that the raised awareness for ecology and the high expectations re-
lated to the EU integration could be the reasons behind this impression.

15.4. FUTURE PROSPECTS AND OUTLOOK

In the previous study on civil society in CEE (Spasojevié¢, 2017), four major trends in Serbia were dis-
cussed:

- the decline of available funds

- the EU integration process

- the growing influence and the expertise of civil society
- the increased power of the Serbian government

It seems that the negative trends have aggregated and created an unfavourable environment for
civil society. Without any doubt, the growing influence of the government and of the Serbian Pro-
gressive Party on civil society was the main trend in the recent period. Namely, since 2014, a trend of
democratic decline can be observed in Serbia, manifested through the domination of one party and
state president Vuci¢, the marginalization of other institutions (e.g. parliament, regulatory and over-
sight bodies) and the decline of media and civil liberties (Damjanovié¢, 2018; Spasojevi¢, 2019). Some
of our respondents even used the words “authoritarian government” and “dictatorship” to depict the
current trends in Serbia. This comes hand in hand with slandering campaigns against independent
media outlets and against civil society activists defined as “the fifth column”, a narrative used during
the Milosevié regime to depict civil society activists as the representatives of the international com-
munity’s interests and to delegitimize them (Damjanovié, 2018; Reporters without borders, 2019).
The work of advocacy or watchdog organizations is almost impossible under these conditions
(USAID, 2018: 191). Simultaneously, it seems that the government is working on the formation of a
“shadow civil society” and a number of GONGOs, in order to create the impression of an open debate
and of legitimacy.

As areaction to these generally illiberal tendencies and the weak and divided opposition parties,
some parts of the civil society are taking the role of a (social) opposition and act as counterbalance to
the government. At the same time, this has a negative effect on their original fields of activity and de-
creases the civil society’s capacities. Additionally, there is a growing division between cooperative
and critical CSOs, since many CSOs have on-going projects that require cooperation with the govern-
ment.

This division is even stronger in the context of the general decline of funds, because the govern-

ment and local administrations filled part of the gap created when most international donors left Ser-
bia. On the other side, due to the negative trends in relation with democratic standards, some donors
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are coming back and/or increasing the available funds for CSOs working in the field of democracy
and human rights (Civil Society Survey, 2018).

The EU integration process has multiple effects on the development/condition of civil soci-
ety. On the one hand, it enables the CSOs to influence state politics (to some extent) and to partici-
pate in the preparation of the negotiation with the EU through the National Convention on the Euro-
pean Union?. Participation in the work of the Convention also gives access to analyses on the state of
affairs in certain policy fields (e.g. government plans, statistical data, capacity of various sectors). On
the other hand, the EU integration process fosters a further centralization of civil society and sup-
ports primarily large, capacity-developed organizations from the capital city and other larger cities.
During the integration process, the focus of the government is on EU-related issues, while at the
same time, some questions remain completely unattended. Finally, there is a general fear that the EU
itself could be changed due to populist and right-wing challenges, which can in turn trigger the
change of EU priorities in Serbia.

Our respondents also named demographic changes (i.e. brain drain) as a potentially im-
portant and emerging trend, because young and educated people often represent the base for civil
society and are therefore a very valuable resource (Civil Society Survey, 2018). Brain drain can even
further increase in the later stages of the EU integration process because of the streamlined travelling
conditions, and it represents one of the most visible issues for countries in similar situations (e.g.
Croatia).

Finally, some positive changes are also visible — philanthropy and social entrepreneurship
are on the rise and getting more attention. Philanthropy is perceived as a tool that could reduce the
negative effects of austerity measures and of the economic crisis. However, it seems that the overall
situation is overshadowed by the political events and that, without resolving the current crisis and
reversing the trend of democratic decline, there cannot be a significant improvement for and of civil
society.
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16. Slovakia

Maria Murray Svidronova

-

i positively influence the policy-making process.

~

Although corruption is a long-standing problem for many Slovakian CSOs, the lack of trust and the ques-
tion of foreign sources have become the most important issues. The level of trust between politicians and
the civil society dropped dramatically in view of some major events that impacted civil society in Slovakia
in 2018. However, they did not influence the legislative body that brought about several positive acts and
reforms for civil society. The financial situation is quite stable and the debt ratio has not changed during
the past 5 to 10 years. Despite the relatively high availability of resources, CSOs remain underfunded. The
amount of available resources is not enough to satisfy the demand for all the necessary services, especially
in the field of social services. The importance and engagement of CSOs in social dialogue and politics is
expected to grow. People from CSOs are increasingly involved in local and national politics, which should

J

16.1. INTRODUCTION

In Slovakia, similar to other countries these
days, the extreme right is gaining power. In
the national election of 2016, 13 members of
the political party “Kotleba - Ludovi strana
Nase Slovensko” (Kotleba — People”s party
Our Slovakia) made it into the parliament
(8.7%). Among other issues, they raised the

question of foreign funding of the civil society.

This poses a challenge, as foreign influences,
such as those of the Soros Foundation, aim to
destabilize Slovakia. This conflict deepened in
2018 after the murders of the investigative
journalist J. Kuciak and his fiancée. Kuciak
was the first journalist who was murdered in
independent Slovakia, which caused a wide-

Slovakia: Key facts

Population: 5,443,120 (Statistical Office of the Slovak Re-
public, 2017)

EU membership status: member country (since 2004)
GDP per capita: 20,160 USD (IMF, 2019)

Number of CSOs: 15,630 (Statistical Office of the Slovak
Republic, 2017)

Number of active CSOs: approx. 46,000 (estimation)

Number of active CSOs/1000 citizens: approx. 8.45
(estimation)

Most developed fields of activity: social services; edu-
cation; sports and recreation; culture (Statistical Office of
the Slovak Republic, 2017)

Population share engaging in volunteering: 4.42%
(Statistical Office of the Slovak Republic, 2017)

spread shock, mass protests and a political crisis. These dreadful events mobilized the civil society, as
many CSOs and young activists participated in organizing protests (The Guardian, 2018). In Novem-
ber 2018, members of the main organizer of these protests, the initiative “Za slu§né Slovensko” (“For
a decent Slovakia”), were suspected of representing and promoting the interests of foreign actors by
the National Criminal Agency. The crisis culminated on March 15% with the resignation of Prime
Minister Fico and his entire cabinet (Spectator, 2018).

Positive developments occurred regarding the legal environment. Several legislative reform
proposals were initiated aiming at a reform of the funding of CSOs from public sources, a definition
of charities’ advertising, and a reformation of the Act on public collections and the Act on volunteer-
ing. In 2018, a new concept for the education of volunteers was approved, and it is to be imple-
mented at all levels of education in Slovakia. The most significant laws adopted in 2018 affect the so-
cial economy and the NGO register.
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Which organizations participated in the Civil Society Survey?

In total, 45 CSOs participated in the Civil Society Survey (2018). The survey was conducted in Eng-
lish, which could be the reason for the large amount of respondents that are active in the field of in-
ternational activities (20%).

44% of the surveyed CSOs were funded before 2000, another 25% after 2015. The main fields
of activity were social services, education and research. This result corresponds with the most devel-
oped fields of activities in Slovakia, which are gathered from various research findings on civil society
(e.g. Vacekova, Murray Svidromnova, 2016; Brozmanova-Gregorova, 2012; Kuvikova, Stejskal & Svi-
dronova, 2014; Meseznikov, Strec¢ansky et al., 2016). Full data on the breakdown of the CSO sector by
field of activity is not available, partial data can be obtained from the Statistical Office and the Minis-
try of Interior that maintains the register of formal NGOs. These data are very often inconsistent, ir-
regular or only include some types of NGOs. Figure 16-1 shows the fields of activity for a legal form of
NGOs called “nonprofit organizations providing public benefit services” (i.e. public benefit organiza-
tions). This is supposed to change, once the Act on the NGOs register (346/2018 Coll.) (MINV, n.d.)
is adopted. Furthermore, all formal organizations will then have to re-register, providing information
on their fields of activity or statutory representative. In 2015, 21% of the public benefit organizations
mainly provided social assistance, and another 17% were active in the fields of culture and arts as
well as education and training.

The size of the participating CSOs, based on their total revenues, was mostly between EUR
100,001 - 1 million (40%). Another 10% have yearly revenues exceeding EUR 1 million However,
smaller organizations prevail in Slovakia, as the sample shows: 8% of the organizations had total rev-
enues between 50,000 and 100,000 EUR in 2017 and 21% had revenues between 5,001 and 50,000
EUR and up to 5,000 EUR each. The main funding sources were government funds (37%), followed
by EU funds and foreign funds (22% respectively).

Overall, although the sample of the survey was not a representative one, it can be stated that those
CSOs that participated in the research match the overall picture of civil society in Slovakia.

FIGURE 16-1: FIELDS OF ACTIVITY OF THE NONPROFIT ORGANIZATIONS PROVIDING PUBLIC BENEFIT SERVICES IN SLOVAKIA IN 2015
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protection of human rights and fundamental freedoms 6%
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Source: Register of nonprofit organizations of the Slovak Republic (MINV, 2019a)
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16.2. POLITICAL AND LEGAL FRAMEWORKS

In Slovakia, the extreme right has been gaining power. As a result of the national elections in 2016,
the extreme right party made it into the parliament. This has deepened the polarization of the civil
society, which started in 2010 (Strecansky, 2017). Currently, the topic of CSOs funded by foreign ac-
tors — for instance the Soros Foundation — is widely discussed in the media (Bloomberg, 2018).

These issues cause lower trust of CSOs in the leading political actors. The relationship be-
tween the leading political actors and civil society is very formal, distant and reserved (USAID,
2018). Based on the Civil Society Survey (2018), the respondents agree that CSOs can operate freely
within the law (average score of 3.8 out of 5, where 5 means strong agreement), while they evaluate
the transparency of procedures and the level of bureaucracy for CSOs (see Figure 16-2) as less favour-
able.

FIGURE 16-2: SLOVAKIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

CS0s are allowed to

operate freely within the law
There are transparent
procedures for the allocation and
uze of public funds for C50s

The bureaucracy for C30s

i= within acceptable limits

1- strongly disagree 5 - strongly agree

Source: Civil Society Survey, 2018, n = 49

Regarding the political environment, the survey reveals that CSOs believe that the EU institutions
create the most supportive environment for civil society. Concerning the national and local govern-
ments, the assessment of the respondents is quite diverse, with an average of 2.9, which means that
they are not considered to be particularly supportive or impeding. The taxation and administrative
authorities are perceived in a similar way (see Figure 16-3).

FIGURE 16-3: SLOVAKIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

naticnal
government
local/ municipal
government
taxation
authorities

administrative
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Source: Civil Society Survey, 2018, n = 48 to 50

In 2018, several legislative reform proposals were initiated, among others, a proposal to reform the
funding of CSOs from public sources, a proposal to improve the definition of charities’ advertising (so
the income from charity advertising would be tax-free), and a proposal to reform the law on volun-
teering. In addition, a new concept for the education of volunteers was approved and is to be imple-
mented at all levels of education in Slovakia (MINEDU, 2018). The most significant laws adopted in

2018 were:
143



- Act no. 112/2018 regarding the social economy, which broadens the definition of social en-
terprises (in the past in Slovakia the concept was limited only to WISEs) and defines the
funding of new social enterprises. An increase in the number of social enterprises is ex-
pected, also in the legal form of CSOs.

- Actno. 346/2018 Coll. regarding the NGOs’ registration, which will facilitate the provision of
information on CSOs, including whether they are active or not. The register will be in opera-
tion in 2019.

These reforms are implemented mainly through the Office of the Governmental Plenipoten-
tiary for the Development of Civil Society. It organizes regular meetings with civil society actors in
order to hear their views. This often leads to work groups with all the stakeholders (government, aca-
demia, practitioners) with the aim of developing proposals for public policies and legislation reforms
(MINV, 2019d).

In Slovakia, CSOs can be established as civic associations, foundations, public benefit organi-
zations or non-investment funds. Each of these corporate forms has their own rules of establishment.
All of them are registered at the Ministry of Interior, but in four different registers. The registration
process takes a maximum of 30 days. The major change is the adoption of a new law that will estab-
lish a single, reliable, and up-to-date register of non-governmental organizations.

The establishment of civic associations requires a minimum of 3 persons, of whom at least
one must be of full legal age. Public benefit organizations can be founded by a natural person, a legal
entity or the state. Neither of these two types of organization requires any starting capital, in contrast
to foundations and non-investment funds. The latter two can be set up by a natural person or a legal
entity (MINV, 2019b).

The legal framework for civil society is stable and considered positive and slightly improving
(USAID 2018). According to the Income Tax Law (595/2003 Coll.), a company can assign 2% of its
tax obligations to CSOs, if it donates funds amounting to 0.5% of its paid taxes during the year. If a
company donates less than 0.5% of its paid taxes, it can still assign 1% of its tax obligations. Individ-
ual persons can assign 2% of their income tax to CSOs, and if they volunteered at least 40 hours in
the given year, they can assign 3%. CSOs do not benefit from any other tax incentives or deductions,
but the income tax on earnings generated from their main (statutory) activities is tax-exempt.

There are no specific regulations for the employment of paid staff in CSOs. The rules defined
in the Labor Code (National Council, 2012) apply to CSOs as well as to other companies. Volunteer-
ing is mostly regulated by Act 406/2011 on Volunteering (National Council, 2011), which defines who
is a volunteer and who can be beneficiary of voluntary activities. An amendment is being prepared,
because two other laws, namely the Act on Employment no. 5/2004 (National Council, 2004) and
the Coll. and Act on Sport no. 440/2015 Coll. (National Council, 2015) define special types of paid
volunteering, which contradict the definition of volunteering as such.

There are no special regulations for CSOs concerning the participation in public procure-
ment, which is regulated by the Public Procurement Law (343/2015). However, due to the character
of the Slovak CSOs (mostly small to medium-sized volunteer-based organizations), they rarely partic-
ipate in calls for tenders, because they are usually unable to meet the conditions and rarely succeed.
The CSOs’ participation in public tenders usually takes place in the field of services such as education
and research. The Office of the Plenipotentiary of the Government for the Development of Civil Soci-
ety stated that, due to the complicated rules of public procurement, it is easier to cooperate with indi-
viduals (experts) than with organizations.

According to the Civil Society Survey (2018), CSOs see a need for improvement in the legisla-
tive areas of taxation (incentives for businesses, donors), association law (this issue is already solved
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by the Act no. 346/2018 Coll. on the NGOs register), labor law (health and social policy) and pro-
curement law (overview in Figure 16-4).

FIGURE 16-4: SLOVAKIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

Labour law

Association/
corporate law

Procurement law

1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 44 to 48

The position of the leading political actors towards the involvement of CSOs in politics is rather im-
peding. On the one hand, the government does not regard civil society as an equal partner. On the
other hand, civil society does not involve itself directly in political matters, only when invited to com-
ment on reforms or new legislation or when asked for an expert opinion in specific areas (e.g. social
and health services). The central and local governments rely on the CSOs as community resources
and a source of expertise and credible information. Generally, the government often takes advantage
of the CSOs’ expertise, for example by expecting experts in working groups to provide their services
free of charge or for minimal fees. CSOs often provide pro bono services that benefit the state, for ex-
ample, creating public policies and legislative acts. This leads to a perpetuation of the government’s
practice of not remunerating them for their participation in working groups (Strecansky, 2017;
USAID, 2018). The respondents of the Civil Society Survey tend to perceive CSOs as partners in find-
ing solutions for various problems in society. Furthermore, the respondents appreciate the CSOs’
considerable impact on improving the legal conditions in society. However, these views are rather
ambivalent, as demonstrated by the high level of scatter of the answers (see Figure 16-5).

There are several watchdog organizations (Via Iuris, Alliance for the Family, Fair Play Alli-
ance etc.), which are driven by a public interest that supports their mission by allowing the citizens to
participate in the decision-making process. Overall, the possibilities of mobilizing citizens to partici-
pate in public issues and political matters are rather limited, as shown in the survey. However, acting
as watchdogs and finding volunteers proved to be easier for CSOs (see Figure 16-5).
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FIGURE 16-5: SLOVAKIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS
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Source: Civil Society Survey, 2018, n = 42 to 46

16.3. RESOURCES

The ability of the Slovak CSOs to provide services and deal with socio-economic problems is impeded
by underfunding, which affects the CSOs’ organizational development and capacity. In terms of
structure, the funding sources of the Slovak CSOs are almost equally divided among public, private
and own income sources (approximately a third each). In 2013, approximately 225 million EUR were
provided by public funding sources and 225 million EUR by the CSOs’ own income; and a slightly
higher amount of approx. 250 million EUR came from private sources such as tax assignations, indi-
viduals, companies or foreign investors. Approximately 10% of the public sources come from govern-
ment funds, the rest from transfers and subsidies at all levels (local, regional, national) and income
from lotteries (according to the Gambling Act no. 171/2005 Coll., the gambling operator is required
to deduct a share from the gambling games for the benefit of the public budget - state or municipal).
Foreign sources amount to 5% of the total income of the CSOs (Strec¢ansky, Butora, et al., 2017)26 .

The most important foreign fund is the EEA Grants & Norway Grants program, which has
been the only significant source of funding available to CSOs active in the areas of social inclusion,
anti-xenophobia and human rights as well as anti-corruption and good governance (MeseZnikov et
al., 2016). Politicians, who do not approve of the CSOs’ tackling of these issues, spread the rumors of
“Sorosian funding”.

Although the data is quite scarce, the CSOs’ financial situation has not changed much, and
this structure has been quite stable for many years. The stability of funding for the previous and fu-
ture 3 years was also assessed by the CSOs participating in the survey. They consider the past as quite
stable and the future development as more insecure (see Figure 16-6).

26 More recent data is not available in the required structure and does not allow for comparisons.
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FIGURE 16-6: SLOVAKIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTEN-
TIAL FOR FUTURE FUNDING (NEXT 3 YEARS)
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Source: Civil Society Survey, 2018, n = 48 to 49

The practitioners who participated in the Civil Society Survey (2018) assessed the accessibility of
funding opportunities for CSOs in Slovakia (Figure 16-7). Foreign and domestic funds from founda-
tions are easiest to access. Funding from private sources (individuals, businesses and own income)
and public sources was regarded as quite easily accessible. However, the larger spread of the data in-
dicates divergent opinions among the respondents. EU funds were slightly more difficult to access.

FIGURE 16-7: SLOVAKIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOs
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Additional funding opportunities for CSOs are created for instance by the Active Citizens Fund
(2019), a grant program financed through the EEA/Norway Financial Mechanism and managed by a
consortium of three foundations (Ekopolis, Open Society Foundation and Carpathian Foundation).
This program launched a call for proposals at the end of 2018 and is expected to allocate 7.7 million
EUR in support of the Slovak civil society by 2023. A number of Slovak foundations provide grants to
CSOs mainly through funding from domestic sources, including tax assignations. Local community
foundations provide grants funded through both locally raised funds and international donor re-
sources.

In the past, EU funds were difficult to access for CSOs, however, lately there was a significant
increase in funding available to CSOs through the EU Structural Funds. Six calls for proposals were
issued in May 2017 as part of the EU-funded Effective Public Administration program. These were
the first EU-funded calls for proposals in Slovakia in which CSOs were the only eligible applicants.
Through these calls for proposals, the CSOs were able to apply for a total of 15 million EUR for pro-
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jects focused on improving public policy, civic awareness and participation, the fight against corrup-
tion and transparency in the public administration (USAID, 2018). More than half of the applicant
CSOs were successful in these calls (MINV, 2019c¢).

Individual and business donations did not change much. Since 2014, they have been between
250 — 300 million EUR (USAID, 2018). Both in-person fundraising and online collections are used to
obtain donations. Crowdfunding platforms, such as Dobrakrajina.sk, Dakujeme.sk, Ludialudom.sk,
startlab.sk are gaining more and more popularity.

Because most of the CSOs’ funding is project-based, CSOs do not have sufficient reliable re-
sources to ensure their long-term sustainability, and they often diverge from their original mission
and pursue the aims of the available calls (from domestic and foreign foundations, from ministries
and local governments). This is even more visible on crowdfunding platforms, where either big, well-
known CSOs or popular topics succeed. The USAID report (2018) states that crowdfunding is not ef-
fective for initiatives involving complicated or controversial topics, such as legislative amendments,
LGBTI projects or Roma community projects. In addition, based on the practitioners’ opinions (Civil
Society Survey, 2018), many needs remain unanswered. The most typical responses named the fol-
lowing unanswered needs:

- The development of civil society in general and of advocacy at the local/community level;

- The development of social housing;

- The necessity to raise awareness of global needs among the general population, as Slovaks
tend to be very local in their world-view;

- The provision of health care for the homeless and socially excluded persons and families.

- Social services (mainly community social services, not only for excluded communities such
as Roma, but also for people living in areas distant from the large cities).

Despite the strong engagement of CSOs in these areas (health care, social services, educa-
tion), with the CSOs’ services sometimes replacing or complementing state-provided care, demand
still sometimes exceeds supply.

16.4. FUTURE PROSPECTS AND OUTLOOK

Civil society faces the challenge of maintaining a positive public image, as a result of the continuous
polarization in society marked by increasing tensions, hate speech and the rise of populism. In addi-
tion, there is the fear that Slovakia will follow the path of Poland and Hungary, where the state in-
creasingly attacks the civil society. The “anti-Soros” rhetoric, which is prevalent in Hungary and Po-
land, is increasingly emulated in Slovakia as well (USAID, 2018). The surveyed practitioners also ex-
pressed this fear; several experts stated that in the next five years the CSOs in civil society might be
affected by populist and radical politics, hate speech, fake news and unfair propaganda in the social
media. The CSOs will also have to face an “uncivil” society that jeopardizes democratic principles
through hate and racism and seeks to limit the principles of human rights. Besides their traditional
roles (advocacy, public oversight, social innovations and provision of services), it will be increasingly
important for CSOs to justify their merit and existence to the media and politicians on both sides of
the political aisle and to strengthen the support of the public. One of the respondents remarked: “In
the context of Central and Eastern Europe, the major trends in civil society are closely connected
with the influence of government on civil society. As we can actually see in Hungary and Poland, civil
society is under strong attack by national governments (and on liberal democracy as such)” (Civil So-
ciety Survey, 2018).

For the next five years, the practitioners perceive an increased need for education regarding
human rights and rights of different minorities, including the more vulnerable ones. There is also a
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rise in the pressure on civil society regarding the maintenance of human rights and especially the
rights of people with special needs. Simultaneously, more so-called political CSOs will be established,
whose role will be to protect and strengthen the democratic values across society. There is an “ex-
pected growth of the importance and engagement of CSOs in social dialogue - depending on the re-
sult of national parliamentary elections — a watchdog role in the case of more authoritarian govern-
ment or partner role in the case of democratic government” (Civil Society Survey, 2018). Another vis-
ible trend is the increased move of the CSOs’ employees into local and national politics, which should
positively influence the policy-making process (Civil Society Survey, 2018).

Other practitioners expressed an increased need for social services: “We are living longer and
thousands of additional senior citizens will need to be taken care of, approx. 500 senior homes need
to be built and we happily ignore it. Even in the event that somebody builds them, there will be no
one working unless there is an economic immigration to Slovakia” (Civil Society Survey, 2018). There
is a lack of providers of social services. CSOs are categorized as private providers, and citizens have to
pay higher fees for their services and therefore generally prefer the cheaper, public alternatives; but
the public providers of social services are running out of capacity (USAID, 2018). Another future
trend addressed here is the negative impact of the brain drain phenomenon on the local labor mar-
ket. Indeed, based on qualitative research, only 19% of respondents agreed on the Slovak economy’s
need to employ legal immigrants (Strecansky et al., 2017).

Several responses dealt with the increasing dominance of social media and internet in advo-
cacy and the huge influence of social media in general. Another practitioner expressed “I am afraid
that civil society is more and more influenced by digital culture and most activists will be replaced by
"clictivists". CSO have to be more professional to provide services for self-sustainability.” (Civil Soci-
ety Survey, 2018). Already in 2011, Bitora, Bttorova et al., (2011) observed the tendency of younger
civil society groups to organize informally on an ad hoc basis, avoiding the traditional institutional-
ism of CSOs, because of the growing influence of social media and digital communication. However,
as qualitative research shows, digital activism does not always lead to the mobilization of citizens
(Butora et al., 2011). On the other hand, active participation and initiatives, volunteering and partici-
pation at the local level take place in parallel to the newly emerged phenomena of the far right and
anti-politics movements. In 2018, many protests were organised in Slovakia, and attendance was
high, thanks to the publicly shared events on social media.

Despite the problematic political context and problems with funding, there has been a
growth in the quantity and quality of CSOs in the last 10 years. However, the professionalization of
the management in CSOs is still lagging behind, especially in the small and medium-sized CSOs that
are volunteer-based. The last few years also brought about a visible growth in urban community or-
ganizing, neighbourhood initiatives and public space rehabilitation by civic initiatives (USAID,
2018). CSOs are lacking behind the many social innovations in the fields of urban development and
housing, healthcare, social services, education and environment protection (Nemec et al., 2015).

There are positive signs of growth in private giving and volunteering as well as in cross-sector
collaboration. Several practitioners expect a rise in the number of social enterprises. They believe
that social entrepreneurs might have a more significant impact on society, and that hybrid models of
businesses and CSOs will be deployed more often (Civil Society Survey, 2018). This is in line with the
expectations from the new law on social economy.
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17.Slovenia

Meta Novak, Danica Fink-Hafner

ﬂe Slovenian CSOs have a long tradition, but the level of their professionalization has generally re- \
mained low. However, the changes that were made in the legal framework in 2018 are supposed to facili-

tate the future activities of CSOs. Many organizations in Slovenia rely on voluntary work and operate
with small budgets. The most accessible sources of funding for CSOs are EU funds, membership fees and
governmental funds. The bureaucracy requirements represent an excessive burden for the operation of
CSOs. Among the most important developments of 2018 were the adoption of the Non-governmental Or-
ganisation Act that defines NGOs. In addition, the rule for obtaining the status of an NGO in public in-
terest was updated, which should ensure more justice in this area. Furthermore, the strategy for the de-
velopment of NGOs and volunteering was adopted, which, among other objectives, intends to establish
long-term funding for NGOs and to strengthen the role of NGOs in the planning and implementation of
public policies at the local and national level. CSOs are mainly concerned about the rising populism of
the right-wing parties and the anti-migration rhetoric that could weaken the role of CSOs and their im-
age, especially in the area of human rights and environmental protection. Some CSOs remain positive
about the near future and rely on the solidarity among organizations.

17.1. INTRODUCTION

Slovenia: Key facts

The political situation in Slovenia in 2018 was
marked by elections. The early parliamentarian
elections in June, the subsequent period of gov-
ernment formation as well as the local elections
in November have brought major policy
changes, such as the negotiations between
trade unions of the public sector and the gov-
ernment standstill of 2018. In autumn, the ne-
gotiations were renewed and the new govern-
ment and trade unions managed to finalize the
agreement that raised the salaries of most em-
ployees and increased some of the supple-
ments. By the end of 2018, the new government

Population: 2,070,050 (SURS, 2018)

EU membership status: member country (since 2004)
GDP per capita: 26,620 USD (IMF, 2019)

Number of CSOs: 27,789 (CNVOS, 2018a)

Number of active CSOs: 7,500 (CNVOS, 2018a)

Number of active CSOs/1000 citizens: 3.62 (SURS,
2018; CNVOS, 2018a)

Most developed fields of activity: social politics (in
particular trade unions)

Population share engaging in volunteering: 14.07%
(MJU, 2018a)

also ended the ongoing strike of police officers and signed an agreement with the police trade unions

to improve pay and working conditions.

With increasing economic growth, further measures were already taken in 2017 in order to

improve the social transfers (USAID, 2018). In 2018, the government adopted a higher minimum
wage as well as a higher financial social assistance (MDDSZ, 2019). The Slovenian civil society organ-
izations (CSOs) supported the increase in the minimum wage, which had a direct effect on their em-
ployees.

Another significant development for CSOs in Slovenia was the adoption of the Non-govern-
mental Organizations Act in the spring of 2018 (Civic Space Watch, 2019).
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Which organizations participated in the Civil Society Survey?

The sample of the Slovenian CSOs was recruited from various data sources. It includes CSOs identi-
fied by academic experts in the first study of Civil Society in Central and Eastern Europe (CEE) in
2017 (Fink-Hafner, Novak, 2017), the most active CSOs as identified by Fink-Hafner, Lajh, Hafner-
Fink et al., (2012), CSOs present in the media and registered in the European Transparency Register.
172 CSOs active at a local, national or supranational level within various areas of activity were identi-
fied. In total, practitioners from 45 organizations participated in the Civil Society Survey.

Although the Slovenian civil society flourished in particular after the independence achieved
in the year 1991, many CSOs and movements had already existed before, during socialist time, espe-
cially during the 1980s (Novak, Fink-Hafner, 2019). Some of the most active organizations today
have a long tradition. More than 40% of the practitioners in our survey represent organizations es-
tablished before 1991. Despite their tradition, the Slovenian CSOs remain under-professionalised,
with a total share of 40% having low professionalization and another 36% reporting a medium de-
gree of professionalization. Still, the findings suggest that predominantly larger, well-established or-
ganizations participated in the survey, when considering their yearly budget. While for more than
40% of the Slovenian CSOs organized on a national level (national CSOs) the budget size is less than
EUR 10,000 per year (Fink-Hafner, Hafner-Fink, Novak et al., 2016), the sample of the Civil society
survey does not include any organizations with yearly budgets below EUR 5,000, and 13% of the re-
spondents declare budgets between EUR 5,000 and EUR 50,000. Actually, 70% of the surveyed
CSOs reported yearly budgets between EUR 100,000 and EUR 1 million.

According to the surveyed practitioners, the main source of funding are governmental funds
(77%), which are important for the stability of the organization and ensure a higher level of activity,
followed by donations from individuals, a funding source acquired by 56% of the respondents. For
more than half of the organizations, EU funds represent an important source of funding. Most Slove-
nian CSOs are active in the fields of education and research as well as that of law, advocacy and poli-
tics (13% each), which is in line with the results of the survey from 2016 on the national population of
Slovenian CSOs (Fink-Hafner et al., 2016). For almost 85% of the CSOs, the national level (84%) rep-
resents the main impact region.

17.2. POLITICAL AND LEGAL FRAMEWORKS

The Slovenian CSOs take different legal forms: associations represent 87% of all Slovenian CSOs
(CNVOS, 2018a), institutes and foundations. Each legal form is regulated by a different act: The Soci-
eties Act, the Institutes Act and the Foundations Act. These acts did not change during the last years.
Regardless of the legal form of the CSOs, all of them are defined as not-for-profit organizations.
While associations have members, institutes and foundations are without members. The main char-
acteristics of foundations are their charitable activity and the gathering of funds for these activities.
On the other hand, institutes do not require a focus on charitable work and can have various other
functions. They can be founded either privately, by the state or by local communities (Novak, 2017).
The establishment of new CSOs is reasonably easy in Slovenia. This is also demonstrated by the con-
stant growth of the number of CSOs. Mainly the number of associations and institutes is increasing,
while the number of foundations remains somewhat the same in recent years (CNVOS, 2018a).

Since the majority of the CSOs in Slovenia are membership based and take the form of asso-
ciations, we will focus on the establishment of new associations. Associations can be established by a
minimum of three members, either individual persons or legal entities, who organize a founding as-
sembly where they adopt a resolution on the establishment and the basic act of the association and
elect a representative of the association. The association needs to be registered at the administrative
unit. Electronic registration can be submitted (ZDru, 2011).
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The activity of CSOs is also regulated by the Volunteering Act that has been adopted in 2011
and amended in 2015 (ZProst, 2015). Volunteering has a long tradition in Slovenia and the number
of volunteers is growing (MJU, 2018a). Furthermore, the legal framework for employment has regis-
tered several improvements recently, such as a higher minimum wage and a higher financial social
assistance, which affect employees in the public, private and civil society sector (MDDSZ, 2019).

The biggest change in the legal framework in 2018 was the adoption of the Non-Governmen-
tal Organizations Act that came into force in April 2018 (ZNOrg, 2018). The new act specifies which
organizations are non-governmental organizations (NGOs) and replaces the status of “organization
in the public interest” (Novak, 2017) with “NGO in the public interest”. The status is important for
CSOs, as it makes them a priority receiver of national funds and gives them the opportunity to re-
ceive funding of 0.5% of the income tax (tax assignation). The adoption of the new law, which was a
result of a long process, was eagerly awaited and assisted by the CSOs and, which possibly explains
their relative satisfaction with the association law (see Figure 17-1).

FIGURE 17-1: SLOVENIA - ASSESSMENT OF THE LEGAL ENVIRONMENT FOR CSOS, CONCERNING VARIOUS FIELDS OF LAW

Association/
corporate law

Procurement law *

1- impeding 5 - supportive
Source: Civil Society Survey, 2018, n = 37 to 43

Contrary to the relatively easy establishment of CSOs, the actual activities of CSOs bring about a con-
siderable bureaucratic burden, as reflected in Figure 17-2. The practitioners from the organised civil
society assess the bureaucracy burdens as quite demanding. This is probably connected with the re-
quired annual reporting to the Agency of the Public Legal Records and the statistical office, to the fi-
nancial administration, and in some cases (especially for larger organizations), also to an audit (No-
vak, 2017). The bureaucratic burdens are also connected with financing. CSOs normally have to re-
port to the funders on their expenses as well as on the activities undertaken. When an organization is
funded by different sources and projects, this might lead to additional bureaucratic requirements.
Furthermore, the respondents of the survey mentioned the burden of organising calls for tenders and
the obligation to consider at least three offers before buying a product or a service (Civil Society Sur-
vey, 2018). The Public Procurement Act defines that CSOs are obliged to conduct public tenders
when more than 50% of the service or merchandise are co-financed by public bodies, local self-gov-
ernment bodies or other bodies governed by public law, and when the amount for which applications
are invited accounts for at least EUR 40,000 (ZJN-3, 2018).
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FIGURE 17-2: SLOVENIA - ASSESSMENT OF VARIOUS ASPECTS OF LEGAL CONDUCT FOR CSOS

C50s are allowed to
operate freely within the law

There are transparent
procedures for the allocation and
use of public funds for CS0s

The bureaucracy for C50s
is within acceptable limits

1- strongly disagree 5 - strongly agree
Source: Civil Society Survey, 2018, n = 41 to 43

While the political framework is favourable for the establishment of CSOs, the day-to-day policy-
making remains relatively closed to the involvement of CSOs. However, the CSOs can operate freely
within the law, as illustrated in Figure 17-2. Some CSOs actively perform a watchdog function (see
Figure 17-3), for instance by regularly publishing the number of violations of the resolution on nor-
mative activity, which prescribes that a public debate for a new regulation should take at least 30
days. During the last government (between 2014 and 2018), the resolution was violated in 55% of all
cases (CNVOS, 2018b). The high number of violations demonstrates that CSOs are not understood as
equal partners in the policy-making process.

FIGURE 17-3: SLOVENIA - ASSESSMENT OF THE FREEDOM OF EXPRESSION IN TERMS OF ADVOCACY FOR CSOS

CS0s can play a watchdog role

without having to fear

any government repressions
CS0s are considered equal

partners in finding solutions
for social/ecological problems

CSO0s are actively involved
by political actors to participate
in political discussions

CSs0s have a significant impact
on improving the legal conditions
in society

CS0s have a significant impact
on improving the social environment
in society

CS0s can easily find volunteers

CS0s can easily mobilize
citizens to support
their goals and activities

1- strongly disagree 5 - strongly agree
Source: Civil Society Survey, 2018, n = 40 to 41

The Slovenian CSOs recognise the executive government as the most influential actor. Unfortunately,
this actor is less accessible for collaborations in the policy-making process. On the other hand, the
legislative power (National Assembly) is more accessible for the CSOs, but also less influential when
it comes to achieving political changes. Local and regional state authorities are most accessible; how-
ever, they possess almost no recognised political influence (Fink-Hafner et al., 2012). The impact of
the political actors is also dependent on their role in the policy-making process. The ministries and
the government have roles that are more important in the agenda setting and policy-making stage,
when CSOs can also influence most of the changes, while the municipal government mostly has
power over the distribution of public funds and over the local policy-making process. The relation-
ship between the government and the CSOs is defined in the Rules of Procedure of the Government
of the Republic of Slovenia (Poslovnik Vlade Republike Slovenije, 2014). For the cooperation with
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CSOs, the government establishes government councils that are composed of representatives of min-
istries and government services and representatives of CSOs. Likewise, the Rules of Procedure of the
National Assembly (PoDZ-1, 2017) define the relationship between CSOs and the National Assembly.

In general, the CSOs participating in the survey evaluated the role of the national and local
political actors as equally supportive. However, the opinions of the respondents diverge quite consid-
erably, as demonstrated by the large spread of the data (see Figure 17-4). They perceive them as nei-
ther impeding nor supportive. They regard tax authorities as less supportive and EU institutions as
more supportive. Although the majority of Slovenian CSOs is not active in the EU policy-making pro-
cess (Fink-Hafner et al., 2016), the positive assessment might refer to the EU institutions’ support
through opportunities for funding. Furthermore, the EU organizes open consultations as well as con-
sultations with the public in form of stakeholder meetings, which might also be considered as sup-
portive by the respondents of the Civil Society Survey (2018).

FIGURE 17-4: SLOVENIA - ASSESSMENT OF THE OVERALL POLITICAL ENVIRONMENT FOR CSOS, AS CREATED BY VARIOUS INSTITUTIONS

national
government
local/ municipal
government
taxation
authorities
administrative
authorities

1- impeding 5 - supportive

Source: Civil Society Survey, 2018, n = 42 to 44

17.3. RESOURCES

The economic situation has been improving during the last years. With the increasing economic
growth, the CSOs’ revenue has also been increasing (CNVOS, 2018a; USAID, 2018). The Slovenian
CSOs are financed by different sources. However, CSOs financed primarily by membership fees have
the most stable source of funding, which allows them to sustain more stable activities and conse-
quently to achieve more influence (Novak, Fink-Hafner, 2019). For 30% of Slovenia’s national CSOs
membership fees represent their sole source of income (Fink-Hafner et al., 2016). This could explain
why the CSOs evaluated membership fees from other organizations as one of the more accessible
sources of funding; however, this is not reflected in the comparably poor assessment of accessibility
of membership fees from individuals. A possible reason for this result is the composition of the sam-
ple, where larger organizations with access to multiple financing sources are overrepresented (see
Figure 17-5). Another important source of income are government funds.
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FIGURE 17-5: SLOVENIA - ACCESSIBILITY OF FUNDING OPPORTUNITIES FOR CSOS
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Source: Civil Society Survey, 2018, n = 38 to 42

EU funds are becoming more and more important. 30% of the Slovenian national CSOs receive funds
from EU projects and programs (Fink-Hafner et al., 2016). However, applying for EU funds demands
sources for co-financing as well as skills of writing a good project proposal that must succeed in a
very competitive environment. These burdens were also mentioned by the respondents of the Civil
Society Survey (2018). Especially if CSOs engage in more than one EU project simultaneously, it be-
comes very difficult to meet the co-financing obligations, particularly since EU funding rules do not
allow a co-financing of EU projects by other EU projects (European Commission, 2017).

On the other hand, the national government supports the CSOs’ financing by the EU. During
the economic crisis, the government openly encouraged CSOs as well as research institutes to apply
for more EU funding, due to the austerity measures and cut downs in the financing of the civil society
sector. The Ministry for Public Affairs and the national government continue to support the CSOs’
applications for funding through EU projects and programs. In line with the strategy for the develop-
ment of NGOs and volunteering adopted in May 2018, for the period of 2018 until 2023, an addi-
tional 1 million EUR has been relocated to the CSOs for co-financing projects that were successful in
calls for EU projects and programs. The strategy sets six main goals, which include the establishment
of a supportive environment for the work and development of CSOs as well as long-term funding for
CSOs and the strengthening of the role of CSOs in the planning and implementation of public poli-
cies. Furthermore, the strengthening of the cooperation between CSOs and the economy and the es-
tablishment of cross-sectoral partnerships, the promotion of transparency, integrity and accountabil-
ity of CSOs as well as the promotion of solidarity quality volunteering and the development of various
forms of volunteering are listed among the goals of the strategy (MJU, 2018b).

Funds from foreign foundations remain largely inaccessible for CSOs, as compared to other
sources of funding, which is also confirmed by the results depicted in Figure 17-5. In contrast with
many other post socialist countries from CEE, the development of the Slovenian CSOs was not sup-
ported by external funds, because they were already quite developed in the 1980s. However, most of
the Slovenian CSOs operate with a very scarce budget (Fink-Hafner et al., 2016). This also explains
the low levels of professionalization, the high share of part time jobs in the civil society sector, the
high fluctuation of staff as well as the higher reliance on voluntary work and the lower level of activ-
ity. The low level of activity is evident in the rare contacts with decision-makers that are limited to
national actors (Fink-Hafner et al., 2016).
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The surveyed practitioners named the lack of stable funding as a major problem. Some ex-
perts also notice a lack of professionalization due to the lack of funds (Civil Society Survey, 2018).
However, some organizations are quite optimistic about their ability to access sufficient financial
sources: 43% of the surveyed CSOs have stable funds and 39% regard the potential for improving
their funding over the next years as promising (see Figure 17-6).

FIGURE 17-6: SLOVENIA - ASSESSMENT OF THE STABILITY OF FUNDING IN THE RECENT PAST (PREVIOUS 3 YEARS) AND OF THE POTEN-
TIAL FOR FUTURE FUNDING (NEXT 3 YEARS)

Stability of funding 30 44
(1 - not stable at all, 5 - very stable) m 1%

NN

Potential for funding
(1 - declining, 5 - improving)

Source: Civil Society Survey, 2018, n = 44

For small, less professionalized CSOs, a simplification of the application process is of great im-
portance when applying for funds. This should reduce the administrative burden during reporting
and allow recipients of smaller grants to receive higher shares of the project value in advance
(USAID, 2018).

17.4. FUTURE PROSPECTS AND OUTLOOK

The civil society sector in Slovenia is shaped by the various developments currently underway in soci-
ety or will be shaped by future ones. The CSOs participating in the Civil Society Survey (2018) identi-
fied different future prospects. Most CSOs reflected on the recent rise of populist, extreme right-wing
parties in Europe, the anti-migration rhetoric and more precisely, on the campaign for the national
parliamentarian elections, where the populist Slovenian Democratic Party had accused the CSOs of
not fulfilling their mission in spite of receiving public funding. With the increasing resistance to or-
ganizations and policies that offer support to migrants and refugees, there is a reasonable fear that
hate speech against CSOs in the area of human rights but also in the area of environmental protec-
tion will increase. However, the current prime minister clearly condemned hate speech (Vrabec,
2018) and a similar attitude has been noticed from the president of the National Assembly (STA,
2018).

A further problem is the high dependency of Slovenian CSOs on government funding, which
limits their activities that would potentially criticize governmental decisions (Lundberg, Sedelius,
2014). On the one hand, some CSOs stress that a close relationship with the government might dam-
age the CSOs’ autonomy. On the other hand, with an increasing number of CSOs, even more compe-
tition for resources is expected. Presently, the struggle for obtaining enough financial resources lim-
its the activities of some CSOs to primarily writing project applications, which does not leave them
enough time and resources for their advocacy and representation activities (Civil Society Survey,
2018).

On a more positive note, some very good examples of the CSOs’ networking and coalition
building have continued. In 2018, collaborations among CSOs as well as between CSOs and individ-
ual political parties (especially the Left) revolved around several issues, such as hate speech, anti-im-
migration policies, social events and the attacks of the Slovenian Democratic Party (an ally of Orban’s
party and a receiver of Hungarian funding) (Mirovni in§titut, n.d.; CNVOS, 2018¢; STA, 2018). The
CSOs have co-formed a strong opposition against the ‘Orbanization’ of Slovenia. Indeed, in view of
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the overall presidentialization?” of politics and the political destabilization in Slovenia, particularly
since the 2008 economic crisis (Fink-Hafner, Krasovec, 2019), the CSOs have become an increas-
ingly important linkage between the citizens and the state.

In addition, the Slovenian CSOs appear to be aware of current major global and domestic so-
cial changes, such as demographic changes, immigration, environmental problems and issues of
technological developments. The awareness of the challenges brought about by an aging society was
also raised by the Slovenian national CSOs (Fink-Hafner et al., 2016). Among other factors, demo-
graphic changes will negatively affect the number of members in trade unions. Although trade unions
are not obliged to report on their membership size, public opinion data clearly show that their mem-
bership size is indeed decreasing. Additionally, younger populations are less likely to become mem-
bers of trade unions (Broder, 2016). Considering the aging society, the members of trade unions will
become even older. However, due to neo-corporatism in Slovenia, trade unions remain powerful ac-
tors in the political field. The ageing population will also result in more health issues, a shortage of
health staff and more people requiring support from CSOs, and subsequently, in the CSOs’ need to
adapt to the new social conditions.

Media and technology developments will probably also bring changes in the behaviour of the
civil society sector, with an increase in the role of e-democracy, e-governance as well as the growth of
the importance of social media and online donations that come along with the use of internet plat-
forms or mobile phones. These changes are likely to increase the number of supporters of CSOs,
since participation will be easier, less demanding and less bureaucratic. However, supporters will
probably get increasingly involved in individualistic activities, while the role of community building
of CSOs will further decrease (Maloney, 2009).

Although the respondents of the Civil Society Survey (2018) identified many challenges that
CSOs might face in the following years, some respondents are quite optimistic about the future role
of CSOs. With climate change, environmental pollution, problems in the health sector, an ageing
population and the use of new technologies, further policy problems will arise that will demand a
greater need for the involvement of CSOs in policy-making activities and require a better relationship
with decision-makers.
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18. Appendix

Based on the collected data, two composite indices of the CSOs’ degree of professionalization and
functions were constructed. A detailed description of the indices can be found below.

Degree of professionalization

The survey respondents evaluated the following nine practices as to whether and how frequent these
are applied within their organizations, ranging from 1 — never, to 3 — frequently:

1. Developing strategy papers

2. Investing in training/qualification programs for the management

3. Investing in training for the staff

4. Professional financial management

5. Professional management for volunteers

6. Developing and nurturing relationships with the beneficiaries and donors

7. Activity on social media

8. Taking measures concerning privacy/data protection compliance

9. Collaborating with external professionals (e.g. legal experts, consultants/ advisors)

The average of these nine items was computed for every organization. Subsequently, the results were
standardized over the whole sample of 875 organizations (i.e. with a mean of zero and a standard de-
viation of one). The median is 0.03, hence, the distribution shows some negative skewness. Organi-
zations with values below -0.5 were considered as exhibiting a low degree of professionalization, or-
ganizations scoring between -0.5 and 0.5 were categorized as medium professionalized, and organi-
zations scoring above 0.5 as highly professionalized.

Organization’s functions: Service providing, advocacy and community-building

The survey participants were asked to assess the centrality of the following activities to their organi-
zation’s mission on a scale from 1- not important at all to 5 — very important?®:

1. Offering programs that respond to the needs of your organization’s beneficiaries

2. Providing services

3. Influencing government policy

4. Working to change public opinion or create awareness

5. Representing the interests of particular individuals, groups or organizations

6. Community-building

Organizations indicating items (1) or (2) to be important or very important are categorized as service
providing. Organizations stating that items (3), (4) or (5) are (very) important for their mission are
categorized as fulfilling an advocacy-function. If item (6) was mentioned as (very) important to the
organization’s mission, the organization is included to the group of community-building organiza-
tions. In order to determine which organizations have a multipurpose function, combinations of the
three main functions were performed, by following the same allocation principles as described below.

28 Tt was possible to answer with does not apply.
29 Tt was possible to answer with does not apply.
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TABLE 18-1: OVERVIEW TABLE CONTAINING KEY INFORMATION ABOUT THE SURVEYED PRACTITIONERS IN EACH COUNTRY
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Before 1991

Between 1991 and 1995
Between 1996 and 2000
Between 2001 and 2005
Between 2006 and 2010
Between 2011 and 2015
After 2015

Total

Culture and arts
Sports and recreation

Social clubs (e.g. country clubs, men's and wom-
en's clubs, touring clubs, leisure clubs)

Education and research

Health

Social services

Environment and animal protection
Development and housing

Law, advocacy and politics
Philanthropic intermediaries

International activities (e.g. development coop-
eration/ assistance)

Religion

Business and professional associations (e.g. la-
bor unions, organizations promoting, regulating
and protecting professionals)

Other

Total

0.0%
15.1%
17.0%
22.6%
15.1%
18.9%
11.3%

100%
(n=53)

24.1%
12.1%

6.9%

63.8%
13.8%
58.6%
25.9%
15.5%
50.0%
5.2%
19.0%

8.6%

6.9%

24.1%

n=58

30.0%
15.0%

7.5%

5.0%
15.0%
12.5%
15.0%

100%
(n=40)

12.8%
12.8%
8.5%

44.7%
26.0%
42.6%
19.1%
14.9%
21.3%

8.5%

27.7%
4.3%

4.3%

19.1%

n=47

4.3%
14.9%
25.5%
21.3%
23.4%

8.5%

2.1%

100%
(n=47)

31.5%
7.4%
3.7%

77.8%
23.2%
42.6%

7.4%

7.4%
50.0%
13.0%
38.9%

9.3%
7.4%

27.8%

n=54

5.1%
17.9%
17.9%
23.1%
10.3%
23.1%

2.6%

100%
(n=39)

11.9%
4.8%

9.5%

64.3%
15.9%
31.0%
11.9%
4.8%
42.9%
9.5%
33.3%

0.0%

0.0%

23.8%

n=42

2.9%
8.6%
22.9%
25.7%
20.0%
17.1%
2.9%

100%
(n=35)

29.7%
5.4%
13.5%

67.6%

2.5%
45.9%
13.5%

8.1%
24.3%
27.0%

24.3%
0.0%

2.7%

35.1%

n=37

23.1%
15.4%
21.2%
15.4%
15.4%

7.7%

1.9%

100%
(n=52)

18.5%
5.6%
13.0%

68.5%
30.4%
37.0%
29.6%

9.3%
33.3%

9.3%
33.3%

5.6%

7.4%

14.8%

n=54

11.4%
25.0%
22.7%

11.4%
15.9%
13.6%

0.0%

100%
(n=44)

32.7%
14.3%
14.3%

49.0%
10.0%
22.4%
20.4%
12.2%
20.4%

8.2%
26.5%

14.3%

2.0%

20.4%

n=49

2.5%
2.5%
9.9%
33.3%
19.8%
19.8%
12.3%

100%
(n=81)

21.2%
9.4%
8.2%

64.7%
15.9%
29.4%
15.3%

3.5%
51.8%

9.4%

20.0%
1.2%

10.6%

23.5%

n=85

7.3%

5.5%
12.7%
21.8%
21.8%
18.2%
12.7%

100%
(n=55)

17.2%
3.4%
3.4%

51.7%
18.3%
39.7%
25.9%
12.1%
32.8%
12.1%

22.4%
1.7%

17.2%

20.7%

n=58

2.4%
2.4%
29.4%
22.4%
24.7%
14.1%
4.7%

100%
(n=85)

9.0%
6.7%

7.9%

51.7%
22.7%
51.7%
14.6%
6.7%
44.9%
9.0%
19.1%

5.6%

5.6%

19.1%
n=89

6.5%
3.2%
12.9%
14.5%
24.2%
33.9%
4.8%

100%
(n=62)

22.1%
19.1%
10.3%

66.2%
28.4%
48.5%
16.2%
16.2%
42.6%
10.3%
30.9%

0.0%

2.9%

14.7%
n=68

1.9%
11.5%
9.6%
19.2%
26.9%
28.8%
1.9%

100%
(n=52)

15.5%
13.8%

0.0%

60.3%
16.7%
41.4%
25.9%

8.6%
36.2%
13.8%
27.6%

1.7%

10.3%

29.3%
n=58

5.6%
5.6%
19.7%
22.5%
23.9%
19.7%
2.8%

100%
(n=71)

14.5%
6.6%

3.9%

68.4%
11.7%
31.6%
25.0%
13.2%
47.4%

7.9%
39.5%

2.6%

7.9%

19.7%

n=76

11.6%
18.6%
14.0%
23.3%
7.0%
20.9%
4.7%

100%
(n=43)

17.6%
9.8%
11.8%

39.2%

5.7%
41.2%
17.6%

5.9%
17.6%
11.8%
19.6%

7.8%

2.0%

21.6%

n=51

41.9%
14.0%
7.0%
18.6%
16.3%
2.3%
0.0%

100%
(n=43)

22.2%
13.3%
13.3%

48.9%
17.0%
24.4%
17.8%

6.7%
42.2%

11.1%

24.4%
0.0%

24.4%

11.1%

n=45
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Multipurpose

functions

Culture and arts
Sports and recreation

Social clubs (e.g. country clubs, men's and wom-
en's clubs, touring clubs, leisure clubs)

Education and research

Health

Social services

Environment and animal protection
Development and housing

Law, advocacy and politics
Philanthropic intermediaries

International activities (e.g. development coop-
eration/ assistance)

Religion
Business and professional associations (e.g. la-

bor unions, organizations promoting, regulating
and protecting professionals)

Other

Total

Services & advocacy
Services & community building
Advocacy & community building

Services, advocacy & community building

Total

1.8%
3.6%
1.8%

17.9%
0.0%
26.8%
7.1%
5.4%
19.6%
0.0%

0.0%

3.6%

0.0%

12.5%

100%
(n=56)

0.0%
1.9%
0.0%
13.0%
1.9%
1.9%
81.5%

100%
(n=54)

6.4%
4.3%
4.3%

14.9%
8.5%
25.5%
10.6%
2.1%
4.3%
4.3%
4.3%

0.0%

0.0%

10.6%

100%
(n=47)

2.6%
5.3%
0.0%
18.4%
5.3%
2.6%
65.8%

100%
(n=38)

9.3%
0.0%

0.0%

27.8%
3.7%
18.5%
0.0%
0.0%
18.5%
1.9%
1.9%

0.0%

1.9%

16.7%

100%
(n=54)

0.0%
0.0%
0.0%
14.3%
2.0%
2.0%

81.6%

100%
(n=49)

4.8%
0.0%

0.0%

28.6%
2.4%
16.7%
9.5%
2.4%
14.3%
4.8%

0.0%

0.0%

0.0%

16.7%

100%
(n=42)

0.0%
5.3%
0.0%
18.4%
0.0%
5.3%
71.1%

100%
(n=38)

5.4%
0.0%

0.0%

27.0%
0.0%
29.7%
0.0%
0.0%
10.8%
5.4%

0.0%

0.0%

0.0%

21.6%

100%
(n=37)

0.0%
2.7%
0.0%
8.1%
2.7%
5.4%
81.1%

100%
(n=37)

5.7%
1.9%
3.8%

26.4%
3.8%
20.8%
9.4%
0.0%
7.5%
1.9%

5.7%

0.0%

3.8%

9.4%

100%
(n=53)

9.4%
3.8%
1.9%
32.1%
0.0%
3.8%

49.1%

100%
(n=53)

14.3%
4.1%

2.0%

24.5%
0.0%
6.1%
10.2%
4.1%
10.2%
4.1%

0.0%

2.0%

2.0%

16.3%

100%
(n=49)

2.4%
2.4%
0.0%
22.0%
7.3%
12.2%
53.7%

100%
(n=41)

8.4%
1.2%

0.0%

20.5%
2.4%
12.0%
2.4%
0.0%
30.1%
1.2%

2.4%

0.0%

1.2%

18.1%

100%
(n=83)

0.0%
2.4%
0.0%
13.4%
2.4%
2.4%
79-3%

100%
(n=82)

8.6%
1.7%

0.0%

17.2%
8.6%
17.2%
6.9%
0.0%
12.1%
0.0%

1.7%

0.0%

8.6%

17.2%

100%
(n=58)

0.0%
1.9%
1.9%

11.1%

0.0%
3.7%

81.5%

100%
(n=54)

2.2%
0.0%

3.4%

18.0%
4.5%
29.2%
5.6%
0.0%
22.5%
1.1%

3.4%

2.2%

1.1%

6.7%

100%
(n=89)

0.0%
1.1%
0.0%
12.6%
2.3%
1.1%

82.8%

100%
(n=87)

4.4%
2.9%

1.5%

27.9%
4.4%
26.5%
5.9%
1.5%
16.2%
0.0%

0.0%

0.0%

1.5%

7.4%

100%
(n=68)

3.1%
1.5%
0.0%
4.6%
0.0%
4.6%
86.2%

100%
(n=65)

1.7%
0.0%

0.0%

19.0%
6.9%
13.8%
12.1%
1.7%
13.8%
6.9%
6.9%

0.0%

3.4%

13.8%

100%
(n=58)

3.8%
3.8%
0.0%
9.4%
3.8%
5.7%
73.6%

100%
(n=53)

5.3%
1.3%
1.3%

22.4%
3.9%
13.2%
9.2%
1.3%
25.0%
2.6%
6.6%

0.0%

3.9%

3.9%

100%
(n=76)

2.8%
0.0%
0.0%
15.3%
4.2%
4.2%
73.6%

100%
(n=72)

7.8%
3.9%

2.0%

21.6%
3.9%
17.6%
5.9%
2.0%
11.8%
5.9%
3.9%

2.0%

0.0%

11.8%

100%
(n=51)

2.3%
0.0%
0.0%
27.9%
2.3%
4.7%
62.8%

100%
(n=43)

15.6%
6.7%

0.0%

13.3%
4.4%
11.1%
11.1%
0.0%

13.3%
2.2%

2.2%

0.0%

15.6%

4.4%

100%
(n=45)

2.3%
0.0%
0.0%
22.7%
2.3%
11.4%
61.4%

100%
(n=44)
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Service provision 94.7%  85.4%  96.0% 87.2% 91.9%  90.6% 83.7% 95.2%  90.9% 97.7%  93.9% 91.1% 95.9% 95.7%  88.6%

v
— ~§ Advocacy 96.5% 87.8% 98.0% 97.4% 97.3%  88.7% 88.1% 97.6%  96.4% 97.7%  96.9%  92.6% 93.1% 95.3% 95.5%
< E Community building 85.7% 70.0% 84.3% 74.4% 89.2% 54.7% 69.8% 84.3% 85.5% 86.2% 91.0% 81.8% 81.9% 69.6%  75.0%

Total n=56 n=40 n=51 n=39 n=37 n=53 n=43 n=83 n=55 n=87 n=67 n=55 n=y2 n=46 n=44
IE Low degree of professionalization 27.6%  25.0% 22.6% 38.1% 24.3% 26.4% 511%  31.0%  351% 23.6% 20.9% 45.6% 38.2%  354% 40.0%

'_g' - Medium degree of professionalization 32.8% 31.8%  37.7% 38.1% 45.9% 50.9% 24.4% 39.3% 31.6% 36.0% 29.9% 31.6%  30.3% 41.7%  35.6%
)
%‘ ~§ High degree of professionalization 39.7%  43.2%  39.6% 23.8% 20.7% 22.6% 24.4% 29.8% 33.3% 40.4% 40.3% 22.8% 31.6% 22.9% 24.4%
2]
"é‘ Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
A~ (n=58) (n=44) (n=53) (n=42) (n=37) (n=53) (n=45) (=84) (n=57) (n=89) (n=67) (n=57) (n=76) (n=48) (n=45)

EU funds 70.7%  37.0% 39.6% 48.8%  75.7%  56.6% 41.7%  55.4% 70.7%  38.9% 54.4%  431% 59.2%  50.0% 51.1%

Government funds (from the local, regional or 20.7%  82.6%  43.4% 24.4% 91.9% 83.0% 43.8% 33.7% 25.9% 20.0% 61.8% 34.5% 36.8% 62.0% 77.8%

central government)

Funds from foreign foundations 81.0% 19.6% 84.9% 56.1% 324% 37.7% 31.3% 80.7% 63.8% 80.0% 471% 56.9% 84.2% 46.0%  13.3%
§ Funds from domestic foundations 20.7%  30.4% 7.5%  26.8%  43.2%  47.2% 20.8% 12.0% 12.1% 17.8% 13.2%  32.8% 17.1%  46.0%  28.9%
-]

4 Funds/proceeds from CSOs (e.g. membership 17.2%  43.5%  22.6% 12.2%  290.7%  37.7% 27.1% 14.5%  24.1% 28.9% 17.6%  32.8% 19.7%  20.0%  46.7%

o fees, cross-financing)

)

E Funds/proceeds fI‘Oal’il business firms (e.g. dOI)la- 17.2%  60.9%  17.0% 39.0% 32.4% 60.4% 39.6% 20.5% 20.3% 18.9% 23.5% 62.1% 25.0% 46.0% 33.3%
tions, sponsoring, sales revenues, investment

=

Donalt)ion;(prfoceegs frorp individuals (e.g. ) 27.6% 78.3%  321% 58.5% 51.4% 83.0% 70.8% 14.5%  31.0% 43.3% 27.9% 74.1%  30.3% 66.0%  55.6%

membpersnip rees, onatlons, sales revenues

Other 15.5% 13.0% 15.1% 17.1% 13.5% 18.9% 4.2% 9.6% 5.2% 7.8% 7.4% 13.8% 17.1% 12.0% 15.6%

Total n=58 n=46 n=53 n=41 n=37 n=53 n=48 n=83 n=58 n=90 n=68 n=58 n=76 n=50 n=45
~ Up to EUR 5,000 10.7% 9.1% 3.8% 11.9% 0.0% 5.7% 37.5% 12.2% 15.8% 8.1% 18.2% 10.5% 9.2%  20.8% 0.0%
-

8 EUR 5,001 — 50,000 16.1% 4.5% 22.6% 28.6% 18.9% 11.3% 27.1% 23.2% 31.6%  34.9% 43.9% 22.8% 19.7%  20.8% 13.6%
§ EUR 50,001 — 100,000 25.0% 4.5% 20.8% 26.2% 21.6% 13.2% 12.5%  22.0% 15.8%  14.0% 12.1% 15.8% 21.1% 8.3% 2.3%
]
® EUR 100,001 - 1 million 44.6%  31.8%  47.2% 23.8% 56.8% 47.2% 229% 354%  31.6% 40.7% 227% 404%  421% 39.6%  70.5%
)
% Greater than EUR 1 million 3.6%  50.0% 5.7% 9.5% 2.7%  22.6% 0.0% 7.3% 5.3% 2.3% 3.0%  10.5% 7.90%  10.4%  13.6%
S
ﬁ Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

(n=56) (n=44) (n=53) (n=42) (n=37) (n=53) (n=48) (n=82) (n=57) (n=86) (n=66) (n=57) (n=76) (n=48) (n=44)
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- Rural area 12.7% 12.2% 4.2% 2.6% 8.6% 9.6% 22.7% 9.8% 7.4% 15.1% 0.0% 3.8% 8.5% 15.9% 2.3%
§ E Urban area 12.7%  43.9% 14.6%  48.7%  34.3% 48.1%  43.2% 18.3%  27.8% 15.1%  23.4% 51.9% 38.0% 31.8%  46.5%
E g Equally urban and rural 74.5%  43.9%  81.3%  48.7% 57.1%  42.3%  34.1%  72.0% 64.8% 69.8% 76.6% 44.2% 53.5% 52.3% 51.2%
§ & Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
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Source: Civil Society Survey, 2018
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