STRENGTHENING

CIVIL SOCIETY

GLOBALLY

2018 CIVIL SOCIETY ORGANIZATION
SUSTAINABILITY INDEX

CENTRAL AND EASTERN EUROPE AND EURASIA
22nd EDITION — SEPTEMBER 2019

5 &2 FROM THE AMERICAN PEOPLE







2018 CIVIL SOCIETY ORGANIZATION
SUSTAINABILITY INDEX

FOR CENTRAL AND EASTERN EUROPE AND EURASIA
22nd EDITION - SEPTEMBER 2019

Developed by:
United States Agency for International Development
Bureau for Democracy, Conflict and Humanitarian Assistance

Center of Excellence on Democracy, Human Rights and Governance

In Partnership With:
FHI 360

International Center for Not-for-Profit Law (ICNL)

Acknowledgment: This publication was made possible through support provided by the United States
Agency for International Development (USAID) under Cooperative Agreement No. AID-OAA-LA-17-
00003.

Disclaimer: The opinions expressed herein are those of the panelists and other project researchers and do not
necessarily reflect the views of USAID or FHI 360.



Cover Photo: Empowering Kosovo Youth through Critical Thinking Workshop titled "Point of View." This critical
thinking and writing workshop gathered around fifty young men and women from both urban and rural areas in
Kosovo in order to bring attention to youth concerns and promote youth engagement in the public sphere. This
specific activity focused on the identification of youth needs and priorities.

Photo Credit: USAID/Kosovo



TABLE OF CONTENTS

FOREWORD i
INTRODUCTION ii
ACKNOWLEDGMENTS iii
EXECUTIVE SUMMARY I

2018 CSO SUSTAINABILITY INDEX

AAIDANIA e R bRt et nae I
AATITIENIA covteeeenem ittt st s e e b e e ettt ens 20
AAZEIDAIJAN .ottt et et e e e et et et et et bbbt b e s et et een 30
BEIAIUS .ottt R et nae 39
Bosnia and Herzegovina 49
BUIZAITA <.ttt ettt nae 58
CFOALIA ..ttt e et e e et e ettt naenees 67
CZECI REPUDIIC ...ttt ettt es s saessnsesscs 77
Estonia .85
GEOIZIA ettt e st Rttt n e nen 93
HUNGAIY ettt st e s ettt bbb ee s essasanns 101
OSSOVttt ettt ettt st st et et ettt ettt et et ettt et s et bbbttt sees 11
Latvia 120
[N 0 TU T OO 129
g Lo e < RO 139
MONTENEEIO ...ttt sesses et e e et e e st e ettt s et sessasacnns 149
oY o =Tl FoT T PO 158
Poland 167
LEoT 441 T OO 177
Russia 187
Serbia 199
SIOVAKIA ..ot R 209
SIOVENIA ettt e e e R R bbbt 218
UKIQINE .uceecerinreimrersennriessesssaessesstaesae st sse e sasesssas s sasasesss e sssesss e sssessesasssnesssastssssaesasssssssssssssessessssssssassansssssesanessssessnssns 228
ANNEX A: CSO SUSTAINABILITY INDEX METHODOLOGY 237
ANNEX B: STATISTICAL DATA 252
ANNEX C: REGIONAL MAP 255

The 2018 CSO Sustainability Index for Central and Eastern Europe and Eurasia






FOREWORD

The Great Polarization

The trend of democratic backsliding and the conflicts it has caused between government authorities and civil
society has been noted in these reports for several years now. In recent years, we increasingly have seen society
itself being divided along hard lines, with individuals and organizations who once would have classified themselves
as competitors or political rivals in the context of a pluralistic system now viewing their opponents as mortal
enemies.

We see this “great polarization” occurring rapidly in several countries featured in this edition of the CSO
Sustainability Index, including Hungary, Poland, and Romania, to name a few. These societies are becoming
increasingly fragmented into two enemy camps with very little common ground between them, and virtually no
room for dialogue or compromise.

These processes of political polarization are increasingly being mirrored in new cracks, divisions, and friction within
the civil society community itself, as highlighted in the Executive Summary that follows. In some countries, civil
society as a whole has fractured along political lines. This breakdown of political pluralism cannot but worry those
of us concerned not only with the survival of democracy but also the preservation of liberal values, including
dialogue and compromise.

Civil society is naturally a community divided by different groups’ interests, by varied worldviews, and different
conceptions on how to best organize society. However, despite their political and social differences, CSOs must
unite for the common good of their countries, including by respecting those whose conception of that common
good differs from their own. As the great Russian author Aleksandr Solzhenitsyn said, “the line between good and
evil does not separate neighbor from neighbor, or country from country, but goes straight through a human
heart!”

1 .

Michael Kott
Director, Civil Society and Peacebuilding

FHI 360
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INTRODUCTION

The United States Agency for International Development (USAID) is pleased to present the twenty-second edition
of the CSO Sustainability Index (CSOSI) for Central and Eastern Europe and Eurasia, covering developments in 2018.

This year’s Index reports on the state of CSO sectors in twenty-four countries in the region, from the Baltics in
the north to the Caucasus in the south, and the Visegrad countries in the west to Russia, which stretches east to
the Pacific Ocean. It addresses both advances and setbacks in seven key components or “dimensions” of the
sustainability of the civil society sector: legal environment, organizational capacity, financial viability, advocacy,
service provision, sectoral infrastructure, and public image. The Index is intended to be a useful source of
information for local CSOs, governments, donors, academics, and others who want to better understand and
monitor key aspects of sustainability in the CSO sector.

The Index’s methodology relies on CSO practitioners and researchers, who in each country form an expert panel
to assess and rate these dimensions of CSO sustainability during the year. The panel agrees on a score for each
dimension, which ranges from | (the most enhanced level of sustainability) to 7 (the most impeded). The
dimension scores are then averaged to produce an overall sustainability score for the CSO sector of a given
country. A DC-based Editorial Committee composed of technical and regional experts reviews each panel’s scores
and the corresponding narrative reports, with the aim of maintaining consistent approaches and standards so as to
facilitate cross-country comparisons.

In order to better ensure scoring consistency across countries, several dimension-level scores in this year’s Index
were recalibrated to better reflect the situation on the ground, as opposed to being based on change from the
previous year. These scores are marked in the individual reports. Further details about the methodology used to
calculate scores and produce narrative reports, and to recalibrate scores, are provided in Annex A.

The CSO Sustainability Index for Central and Eastern Europe and Eurasia complements similar publications covering
other regions: the CSO Sustainability Index for Sub-Saharan Africa assesses the civil society sectors in thirty-one
countries; the CSO Sustainability Index for the Middle East and North Africa covers seven countries; and the CSO
Sustainability Index for Asia includes reports on nine countries. In addition, the first report for Mexico is being
published this year. These various editions of the CSO Sustainability Index bring the total number of countries
surveyed in 2018 to seventy-two.

To further explore CSOSI’s historical data and past reports, please visit - www.csosi.org.
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EXECUTIVE SUMMARY

The 2018 CSO Sustainability Index for Central and Eastern Europe and Eurasia reports on advances and setbacks in
seven key dimensions affecting the sustainability of the CSO sectors in twenty-four countries.

The countries covered by this edition of the Index continue to vary widely in terms of their overall levels of CSO
sustainability. Estonia continues to have the highest level of sectoral sustainability, not only in the CSO Sustainability
Index for Central and Eastern Europe and Eurasia, but in any edition of the CSO Sustainability Index worldwide. CSOs
in Estonia, as well as most other Baltic and Visegrad countries, operate within a supportive legal environment, have
strong organizational capacities, and are strong advocates and service providers. While financial viability continues
to be one of the weakest dimensions of sustainability, CSOs in these countries have access to more diverse
sources of funding, including government grants and contracts and individual and corporate philanthropy.

On the other end of the spectrum are Belarus and Azerbaijan. Although CSO sustainability in both of these
countries improved slightly in 2018, CSOs continue to operate in highly restrictive legal environments that limit
access to funding—particularly foreign funding—with virtually no space for independent advocacy. CSOs in these
countries have weak organizational capacities and little public support.

The gap between these ends of the spectrum seems to be shrinking. While CSO sustainability in countries such as
Poland and Slovakia, which are at the higher end of sustainability, deteriorated in 2018, sustainability in Azerbaijan
and Belarus improved.

DRAMATIC POLITICAL DEVELOPMENTS

As always, political developments in a country have a significant impact on CSOs. In 2018, Armenia experienced
the most dramatic political transformation in the region, dubbed a Velvet Revolution. After his final term as
president ended, Serzh Sargsyan was named prime minister, a post that became more powerful than the position
of president with a 2015 amendment to the constitution. Mass protests were organized to oppose the apparent
power grab. In response to the protests, which included decentralized strikes and blockades of major highways,
Sargsyan announced his resignation on April 23. Opposition leader Nikol Pashinyan was elected prime minister and
formed a new government. Snap parliamentary elections were organized in December, in which opposition parties
scored a decisive victory over the old regime, effectively ending the rule of the Republican Party of Armenia (RPA),
which had held power for nearly twenty years. Civil society played essential roles during these dramatic
developments, including mobilizing significant constituencies in support of the protests and pushing anti-corruption
and human rights agendas and preparing for and monitoring the election process after Sargsyan’s resignation.

Mass protests in Slovakia also led to political change during the year. After an investigative reporter and his fiancée
were killed in their apartment in February, mass demonstrations were organized around the country to demand a
thorough, independent investigation of the murders, which were allegedly linked to the journalist’s investigative
work into ties between Slovak businessmen and politicians and the mafia. The resulting political crisis culminated
with shuffles in ministerial posts and the resignation of the prime minister. However, the country’s governing
coalition remained in place, and analysts believe that as the chairman of the ruling party, the former prime minister
will continue to rule from behind the scenes. CSOs’ role in organizing the demonstrations was reflected in an
improved advocacy score, but also caused them to be subject to an intensive smear campaign, leading to a
deterioration in the sector’s public image, as well as overall sustainability.

Notable elections were held in Georgia, Latvia, and Bosnia and Herzegovina (BiH) in 2018. Georgia elected its first
female president in November; according to controversial constitutional amendments adopted in 2017, she will
also be Georgia’s last directly elected president. Parliamentary elections were held in Latvia in October; the
election results—in which newly formed parties won a substantial number of seats—seem to indicate that citizens
are tired of “old politics” in which elected officials do not listen to the electorate. General elections were held in
BiH in October, although an ongoing dispute about the electoral law left the country unable to legally form a
government. There is no clarity on when this political stalemate may be resolved.

The 2018 CSO Sustainability Index for Central and Eastern Europe and Eurasia I



Elections were held in other countries with less dramatic results, including presidential elections in the Czech
Republic; general elections in Hungary; local and presidential elections in Montenegro; local elections in Poland and
Slovakia; and local and parliamentary elections in Slovenia. CSOs in these countries educated voters, advocated for
their platforms with the candidates, and monitored the elections. In addition, civic activists ran for office and won
in many countries. In Russia and Azerbaijan, presidential elections reaffirmed the positions held by their strong
incumbent presidents; both elections generally failed to meet democratic norms.

POLARIZED CIVIL SOCIETY

While the CSO Sustainability Index measures the sustainability of CSO sectors as a whole, civil society is never
monolithic. In many countries covered by this edition of the Index, civil sectors are highly polarized, often
mirroring deep divisions in society. This polarization manifests in several ways. Most commonly, different CSOs
have conflicting opinions, including on highly charged issues. In more extreme cases, governments purposely divide
the sector by implementing laws selectively, limiting certain organizations’ access to public funding, providing
variable access to decision-making processes, and vilifying CSOs with which they disagree. All of these trends were
apparent in this edition of the CSO Sustainability Index.

The situation is perhaps the most stark in Russia, where the report notes that in essence, two civil societies exist:
one consisting of the numerous charitable, sports, youth, cultural, educational, and other organizations that
provide social services, and another that comprises human rights, environmental, and other organizations that
actively advocate for public interests and are often critical of the authorities. The state has very different attitudes
and approaches to these two types of CSOs, providing ample funding, a relatively enabling environment, and
positive media coverage for the former, while the latter are vilified, subjected to legal restrictions and state
harassment, have very limited access to state funding, and are generally ignored or portrayed negatively in the
official media.

Elements of this type of discrimination in government approaches to different types of CSOs can also be seen in
other countries. In Poland, for example, organizations focused on issues conflicting with the conservative
government’s agenda, including on human rights, anti-discrimination, women’s rights, and environmental
protection, have limited access to public funding and are presented in a negative light by media controlled by the
government or with close ties to the ruling party. Similarly, in Hungary, the increasing political bias in the
distribution of public funding has led to an abundance of money for “loyal” organizations, while other CSOs
struggle to survive. In Belarus, the legal framework explicitly allows the government to refuse registration to any
public association or foundation with which it is “uncomfortable.” Several CSOs were denied registration in 2018,
including one with a stated mission of building civil society and rule of law and affirming the principles of freedom,
democracy, and human rights in Belarus.

Migration was a particularly divisive topic in Central and Eastern Europe in 2018, and the situations in Hungary, the
Czech Republic, and Slovenia exemplify the way that some governments and politicians vilify CSOs with which they
disagree. The situation was particularly dramatic in Hungary, where in January, the government announced a new
legislative package dubbed “Stop Soros” that targeted, but failed to define, organizations “supporting immigration.”
The approved act criminalizes support to immigration (which includes providing legal aid to asylum seekers, as well
as “propaganda” depicting immigration in a positive light), with the possibility of jail time for persons engaging in
such activities. Another legislative package was enacted later in the year that introduced a 25 percent tax on the
income of organizations supporting immigration. In the summer, a spokesperson for the ruling party visited the
buildings where several organizations involved in immigration issues are headquartered, put up stickers reading
“immigration-supporting organizations,” and held impromptu press conferences.

In the Czech Republic, presidential elections were held at the beginning of the year. During the campaign period,
the incumbent president, who was reelected, verbally attacked CSOs helping migrants. In addition, CSOs, including
social and health service providers and organizations focused on integrating foreigners into Czech society, were
subjected to an increasing number of controls, especially financial inspections.

CSOs in Slovenia are generally protected from state harassment. In 2018, however, the then-Minister of Internal
Affairs accused the Legal-Informational Center for NGOs (PIC), which works with migrants, of working illegally
and interfering in the work of the police. The accusation came after PIC published a report warning that the
Slovenian police do not allow foreigners who enter the country illegally to submit asylum applications and instead
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return them over the border in breach of international agreements. In addition, a major Slovenian newspaper
published an article suggesting that CSOs working with migrants are performing an illegal activity, which damaged
their reputation and work promoting the interests of migrants.

Meanwhile, debates around the Council of Europe Convention on preventing and combating violence against
women and domestic violence, popularly called the Istanbul Convention, led to heated clashes between
conservative and progressive CSOs in Bulgaria and Croatia. In both countries, claims that the Convention would
introduce the concept of gender ideology or a third gender that contradicts biological sex led to the vilification of
CSOs promoting ratification of the treaty. In Bulgaria, for example, the word “gender” essentially became an insult,
and progressive CSOs that supported ratification were labelled as traitors. In addition, CSOs engaged in gender
issues faced serious obstacles working with schools during the year.

The use of negative rhetoric and media coverage to vilify CSOs that are critical of the government played a key
role in the widespread deterioration in scores for the public image dimension in 2018, with ten countries
experiencing such declines. The scope and scale of smear campaigns vary. In Slovakia, while traditional media
provided positive coverage about CSOs’ role in the mass protests at the beginning of the year, negative coverage
and disinformation became more prevalent in alternative media (especially online media outlets), and there were
frequent stories about "Soros Foundations" and "paid agents from abroad" aimed especially at CSOs engaged in
advocacy. Ultimately, the organizers of For a Decent Slovakia, the informal initiative that organized the mass
protests, were criminally charged for attempting a coup d'état, although the charges were dismissed due to the
lack of evidence. In Georgia, the government and ruling party reacted to growing criticism from CSOs with a
coordinated propaganda campaign, with the main narrative focusing on the alleged political bias and anti-national
motives behind CSOs’ agendas. In Latvia, the situation is less severe, but CSOs’ public image is constantly
threatened by negative rhetoric from politicians and some high-level civil servants. For example, Transparency
International Latvia Delna was called incompetent for monitoring a project to update the tram line in Riga. The
country reports for the Czech Republic, Moldova, Romania, and Serbia also reference growing attacks on civil
society. Even in Estonia, which has the highest score for public image in the region, members of the right-wing
conservative party in parliament publicly attacked CSOs representing minorities, primarily for their financial
dependence on state institutions.

UNCLEAR REGULATIONS PLACE BURDENS ON CSOS

In 2018, CSOs were affected by national-level legislation adopted to comply with international standards
addressing issues such as money laundering, counter-terrorism, and data privacy.

In response to a European Union (EU) money laundering directive, in 2018, a number of countries, including
Bulgaria, Estonia, Latvia, and Romania, developed or adopted laws that require CSOs to designate their “beneficial
owners,” and to meet other requirements, such as organizing training for their employees and monitoring their
operations. In addition to placing new administrative burdens on CSOs, these requirements caused confusion
among CSOs as to who they should report as their beneficial owners. In Estonia, for example, the guidance
indicated that a CSO should list its executive director as its beneficial owner, rather than the people benefiting
from the CSO’s operations. In Romania, the draft law aimed at implementing this directive applied the term
“beneficial owner” to every single person assisted by a CSO. In Latvia, CSOs have the option of indicating in their
registration documents that it is not possible to identify their real beneficiaries; organizations that have done so,
however, have faced complications in their registration process.

Countries aspiring to EU membership have adopted similar laws. In Serbia, the state introduced an obligation for
all existing CSOs to register their “real owners” as part of a wider state effort to determine the owners of all legal
entities in the country after years of privatization. The instructions were unclear, leading to a variety of different
practices among CSOs: some CSOs registered their directors, board members, and founding members, while
others introduced new positions within their governance structures for this purpose. Beginning in August 2018,
CSOs in Moldova have been required to submit statements on their individual beneficiaries, including their names,
as part of a broader effort to prevent and combat money laundering and the financing of terrorism. CSOs,
especially those that work for the public benefit, such as think tanks, have found it difficult to identify their
beneficiaries. Some CSOs have therefore indicated their president or executive director as a beneficiary. However,
this has led to concerns that such moves could increase mistrust in the sector, enforcing the belief that CSOs
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work for their own benefit, as opposed to working for the public benefit. CSOs in North Macedonia were also
subject to a new law requiring them to declare and keep data about their “real owners,” with fines of up to EUR
10,000 for failure to comply. The new law has not had any effect thus far, but CSOs fear, for example, that if a
bank cannot identify the real owners of a CSO, it could refuse the CSO as a client.

CSOs were also affected by other laws aimed at addressing problems with money laundering. In Kosovo, for
example, in line with an anti-money laundering regulation issued by the Central Bank, CSOs were requested to
provide information and statements verifying that they are not financing terrorism or laundering money. The
statements had to be signed by their founders, who in some cases are no longer alive or in the country. In Serbia,
the Law on Prevention of Money Laundering, adopted in 2017, was implemented in 2018. The action plan for
implementing this law includes increased inspections of CSOs; however, no clear information is available on the
extent to which CSOs were subject to such inspections in 2018.

Similarly, CSOs in EU countries found themselves struggling to comply with the EU’s General Data Protection
Regulation (GDPR), which regulates data protection and privacy and came into force in May 2018. The Index
reports for countries including Estonia, Poland, and Slovakia note that CSOs found the new requirements unclear
and that they therefore struggled to develop their own methods to protect data. The Bulgaria and Slovenia reports
note that the GDPR’s implementation has placed substantial administrative burdens on CSOs, while in Hungary,
many CSOs desperately sought legal help in the weeks before the GDPR entered into force.

MODEST GAINS IN FINANCIAL VIABILITY

Although financial viability continues to be the weakest dimension of CSO sustainability in nearly every country
covered by this edition of the CSO Sustainability Index, there were some positive developments in 2018, with half
(twelve) of the countries reporting improvement during the year. These advances were concentrated in the
Southern Tier and Eurasia countries: five of the nine Southern Tier countries had improved financial viability
scores, while every country in Eurasia with the exception of Georgia reported advances in this dimension. Slovenia
was the only country in the Northern Tier that reported positive movement in financial viability. These
improvements were fueled by advances in public funding, foreign funding, individual philanthropy, tax designations,
and social entrepreneurship.

Public Funding

Public funding, whether from local, regional, or national governments, has long been a key source of financing for
CSOs in EU countries. Growth in public funding, as well as improvements in how such funding is distributed,
played a key role in the overall growth in financial viability in 2018. In Ukraine, for example, the Ministries of Social
Policy, Youth and Sport, and Culture allocated a combined total of $13.6 million for CSO funding in 2018, an
increase of 1.7 times compared to 2017 and 2016. In Slovenia, public funding of CSOs increased by 9.5 percent in
2018, while in Armenia, the total budgeted amount for nonprofit grants and subsidies directed to CSOs increased
by approximately 60 percent between 2017 and 2018. Montenegro began to implement a new mechanism for
public funding of CSOs in 2018. Under this system, the government identifies priority funding areas on the basis of
proposals from the ministries, and then the line ministries allocate and distribute funds. The new mechanism
requires that at least 0.3 percent of the current national budget be provided for financing of CSO projects and
programs in areas of public interest, and 0.| percent in the area of protection of persons with disabilities. In
addition, at least 0.] percent of the budget should be committed to co-financing EU-funded projects and programs.
In Kosovo and Azerbaijan, new government bodies introduced grant schemes for CSOs. Government funding
remains the most significant source of funding for CSOs in Russia.

Armenia, Azerbaijan, Kosovo, Serbia, and Slovenia all noted improvements in the transparency of public funding for
CSOs. The Serbian government adopted a new bylaw on transparent funding of CSOs and, in cooperation with the
United Nations Development Program (UNDP), established an e-calendar on which local governments are obliged
to publish calls for proposals for funds from the budget line dedicated to CSOs. The process of awarding public
funding for CSOs in Kosovo became more transparent as public institutions appeared to broadly apply a 2017
regulation that requires the introduction of public competitive processes, external members on evaluation
committees, transparent evaluation criteria, and monitoring and accountability measures. In Armenia, the process
for allocating state grants became more open and transparent after the Velvet Revolution. In Azerbaijan, the NGO
Support Council—a key funding source for active CSOs—introduced a number of electronic novelties in the grant
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application and administration procedures, including an e-system to schedule contract signing; e-submission of
project reports; and e-communication between the project team and the NGO Support Council’s staff.
Procedures for awarding and distributing public funds in Slovenia also improved. On the national level, for example,
prepayment has now become standard, while at the local level, some municipalities have simplified their
regulations, and others have made changes to their calls for proposals that improve eligibility and selection criteria,
introduce multi-year support, accept voluntary work as an in-kind contribution, and simplify application forms and
reporting requirements.

Despite these improvements, transparency in the public funding process is mentioned as an ongoing problem in
several countries. The North Macedonia report notes that most public institutions awarding grants lack clear
criteria, rules, and procedures, especially on reporting and ensuring transparency and accountability of the funds
awarded. The Bosnia, Georgia, Russia, Ukraine, and Serbia reports also note ongoing deficiencies in the
transparency of the distribution of public funding to CSOs.

Government bias in the distribution of state funds also continues to be an issue, particularly in countries where
authoritarian governments channel resources to favored organizations. In Russia, the vast amounts of government
support benefit a wide range of registered CSOs, including many focused on environmental and human rights
issues. However, the most active and visible human rights CSOs and CSOs registered as foreign agents rarely
receive government support. Some CSOs registered as foreign agents prefer not to even apply for governmental
support because they fear this will subject them to additional inspections. Most government support to CSOs in
Belarus continues to take the form of direct financing of loyal organizations controlled by the government. As
described above, similar situations exist in both Hungary and Poland, where “loyal” organizations receive ample
government funding, while those focused on issues such as democracy and human rights have little or no access to
these funding sources. The Georgia report notes that many CSOs fear the potential politicization of accepting
state funding, as well as the possibility of the government using funding as a leverage for influence.

Foreign Funding

Foreign funding continues to be a key source of funding for CSOs in many Southern Tier and Eurasia countries,
and positive developments related to such funding contributed to improved financial viability in a few countries.
Serbia and Ukraine both reported that foreign funding levels increased in 2018. Kosovo, Albania, and Serbia all
noted donors’ increased use of sub-granting schemes, in which either large domestic CSOs or foreign CSOs
receive funding from donors and then award sub-grants to smaller local CSOs, thereby increasing the number of
organizations that can access such funds. CSOs in Azerbaijan, Belarus, and Russia continue to have very restricted
access to foreign funding. In Azerbaijan, however, there was a slight increase in the number of foreign grants,
donations, and service contracts registered by the government in 2018.

Individual Philanthropy

Individual philanthropy still represents a fairly limited share in CSOs’ overall funding, but a number of successful
fundraising efforts were described in this year’s Index. In Russia, for example, the Need Help Foundation started a
campaign called #onerubleperday. The campaign called on people to commit to making a small monthly donation
(on average, a ruble a day), which will be automatically transferred to one of 132 approved charitable foundations.
The campaign quickly became popular: in the last three weeks of the year, 42,000 people made more than 140,000
subscriptions and the total monthly amount of donations at the end of December exceeded 7 million rubles
($111,000). In Latvia, the Community Fund in Valmiera has created a special card called KOPA (TOGETHER).
Cardholders receive discounts in local shops, while the shop owners donate a portion of the money the customers
spend to the Community Fund to support local activities. Giving Tuesday is now organized in several countries in
the region, including the Czech Republic and Russia. In the Czech Republic, over CZK 31 million ($1.3 million) was
raised in 2018, approximately four times more than in 2017.

CSOs also increasingly use crowdfunding and other information and communications technologies (ICT) to
generate individual donations. Many CSOs use international crowdfunding platforms, such as Indiegogo and Global
Giving, but local platforms are also increasingly being developed. In Serbia, Catalyst Balkans launched a local
crowdfunding platform called donacije.rs in March 2018; during the year, seventeen local, mostly smaller CSOs
raised a total of $88,400 through this platform. In Moldova, www.sprijina.md was launched in 2018. In Belarus, the
organization Falanster developed an open source tool called Doika, which CSO can install on their websites to
collect donations and membership dues without intermediaries or commission fees; more than a dozen CSOs
adopted this fundraising tool in 2018. In a particularly successful crowdfunding campaign, the Croatian organization
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Common Zone Expanse of Gender and Media Culture raised more than $30,000, using the funds to produce
Fierce Women — All the Right Cards, a card game with illustrated portraits of women who have made important
contributions in the fields of science, art, culture, feminism, politics, and human rights. The Slovenian organization
Humanitarcek established a web portal (https://humanitarcek-portal.firebaseapp.com) where potential donors can
see current actions that they can support; some are the direct wishes of the homeless people the organization
serves, while others, such as Christmas dinner for the homeless, are more general. In Ukraine, a platform for SMS
donations was launched in 2018, and eight CSOs started to collect funds through this platform.

Tax Designations

Individual taxpayers in Estonia, Hungary, Lithuania, Poland, Romania, Slovakia, and Slovenia have long had the
option of assigning a percentage of their income taxes to eligible CSOs. In some countries, funds received through
these mechanisms are significant. In Poland, the | percent tax collection for 2017 (the results of which were
announced in mid-2018) was the largest ever, with Poles donating PLN 761.3 million (approximately $204 million),
almost PLN 100 million more than in the previous year. There were also a half million more contributors, with
more than |14 million people (over half of all taxpayers) taking advantage of the | percent mechanism. In Hungary,
the total amount of | percent personal income tax assignations grew in 2018 from HUF 7.5 to 8.28 billion
(approximately $26.8 million to $29.5 million). However, the number of taxpayers using this opportunity
decreased, most likely as a result of the “automatic” tax declaration system introduced in 2017, under which the
tax authority prepares the tax forms for taxpayers based on data employers submit, eliminating the need for
taxpayers to make declarations themselves unless they want to check their accuracy or assign taxes to a CSO. In
2018, for the second year, Moldovan taxpayers could direct 2 percent of their income tax to an accredited CSO.
Although still just 2.4 percent of taxpayers took advantage of this possibility, the number of taxpayers directing a
percentage of their income taxes to a CSO increased by 34 percent between 2017 and 2018, while the amount
collected by CSOs more than doubled.

Social Entrepreneurship

Social enterprises continue to develop throughout Central and Eastern Europe and Eurasia. This year’s country
reports note some innovative examples of social enterprises. In Albania, for instance, Partners Albania opened the
Ke Buono dessert shop in Fier, using a confiscated property of mafia activity. In Kyiv, Ukraine, the Urban Space
500 restaurant uses 80 percent of its income to support development projects around the city. Reports from
Slovenia, North Macedonia, Serbia, Armenia, Belarus, and Moldova all note that growth in this sector is being
fueled by the availability of donor funding for this purpose. In Armenia alone, aspiring social entrepreneurs can turn
to USAID, the EU, Impact Hub Yerevan, KASA Foundation, Red Cross Armenia, the Association of Social
Enterprises of Armenia, and the Civic Development and Partnership Foundation’s Center for Social Entrepreneurs
for support.

REGIONAL TRENDS IN CSO SUSTAINABILITY

Overall CSO sustainability in Central and Eastern Europe and Eurasia again showed diverging trends in 2018. Seven
countries—Bulgaria, Hungary, Poland, Romania, Serbia, Slovakia, and Ukraine—reported overall declines in
sustainability, while another seven countries—Armenia, Azerbaijan, Belarus, Kosovo, Lithuania, North Macedonia,
and Slovenia—reported improvements in sectoral sustainability.

Northern Tier

The Northern Tier countries (the Baltic and Visegrad countries) continue to boast the highest overall levels of
CSO sustainability in Europe and Eurasia. However, there is a growing gap between sustainability levels in the
Baltic states and the Visegrad countries. While CSO sustainability in Estonia, Latvia, and Lithuania strengthened or
stayed at last year’s level, sustainability in Slovakia, Hungary, and Poland deteriorated in 2018. Much of this
divergence can be attributed to differences in government attitudes towards CSOs. While governments in the
Baltic states continue to make honest efforts to engage CSOs in decision-making processes, governments in
Hungary, Poland, and Slovakia have attacked and discredited the sector and taken steps to shrink civic space.
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Hungary continues to have the lowest level of sustainability among the Northern Tier countries, and its overall
CSO sustainability score dropped in 2018 for the seventh consecutive year. Restrictive new laws and government
harassment led to declines in the legal environment and public image dimensions, while increasing political bias and
the lack of transparency in public funding contributed to a deterioration in financial viability. Traditional channels of
advocacy and attempts to negotiate with state institutions remained ineffective, and became a growing issue at the
local level as well, hindering CSOs’ advocacy efforts. The space for CSOs to provide services also narrowed.

CSO sustainability in Poland deteriorated in 2018 for the third consecutive year, as political polarization in the
country continued to affect the work of CSOs. Organizations focused on issues conflicting with the conservative
government’s agenda, including human rights, anti-discrimination, women'’s rights, and environmental protection,
had limited access to public funding and continued to be presented in a negative light by media controlled by the
government or with close ties to the ruling party. Moreover, the quality of civic dialogue has deteriorated, and
public consultations were rarely used in a meaningful way.

In Slovakia, as described above, the murder of an investigative reporter and his fiancée caused widespread public
shock and led to a wave of mass protests and the eventual resignation of the prime minister. Although the
advocacy score improved to reflect the sector’s role in these events, overall CSO sustainability deteriorated, as
CSOs engaged in advocacy were the subject of an intensive smear campaign accusing them of being foreign agents.

CSO sustainability improved in 2018 in Lithuania and Slovenia. In Slovenia, scores for three of the seven
dimensions of CSO sustainability—organizational capacity, financial viability, and advocacy—were recalibrated in
2018 to better reflect the situation in the country and better align them with other scores in the region. This
recalibration was coupled with improvements in most dimensions of sustainability, the largest of which was in the
legal environment dimension, as a new framework law was adopted after several years of discussion. These
changes moved Slovenia’s overall CSO sustainability score into the Sustainability Enhanced category for the first
time, meaning that all countries in the region, with the exception of Hungary, now have overall CSO sustainability
scores in this highest tier of sustainability.

In Lithuania, CSOs built strong constituencies and mobilized large numbers of supporters for various causes; NGO
Councils and the National NGO Coalition systematically represented the sector, strengthening CSO advocacy; the
national government reaffirmed its commitment to outsourcing a significant portion of public services to CSOs,
furthering advancements in CSO service provision; and public trust in the sector increased significantly.
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On average, overall sustainability in the Southern Tier (Southeastern Europe) continues to fall somewhere in
between that of the Northern Tier and Eurasia. All nine countries report overall sustainability scores that fall in a
narrow range in the Sustainability Evolving category between 3.4 (Bulgaria and Croatia) and 4.1 (Serbia). Two
countries—Kosovo and North Macedonia—reported improvements in their overall CSO sustainability scores in
2018, while three countries—Bulgaria, Romania, and Serbia—experienced deterioration.

In Kosovo, five out of seven dimensions of CSO sustainability improved in 2018. An increase in the number of local
grantmaking entities led to advances in financial viability and sectoral infrastructure. The transparency, competition,
and quality of the processes for distributing public funds to CSOs improved, contributing to advances in CSO
service provision. A few public advocacy campaigns, including one aimed at decreasing the stigmatization of
survivors of sex crimes, had significant impact. In addition, public trust in CSOs improved notably.

In North Macedonia, the new government, which was formed in mid-2017, took positive but limited measures to
increase the transparency and openness of state institutions, contributing to improvements in all dimensions of
CSO sustainability, except for organizational capacity, which remained stable. Institutional prosecutions of a
number of CSOs came to an end in 2018, and there were increased opportunities for CSOs to participate in
decision-making processes. Service provision, especially the provision of social services, improved slightly, with the
Ministry of Labor and Social Policy demonstrating a willingness to increase funding to and cooperation with civil
society actors. Increases in public funding, corporate support, and local fundraising bolstered CSOs’ financial
viability, and the infrastructure supporting the sector strengthened with the establishment of new resource centers
and increased cooperation within the sector. Finally, the CSO sector’s public image improved slightly, although
CSOs continued to be affected by the negative campaigns targeting the sector in previous years.

Like Hungary and Poland, CSO sustainability in Romania deteriorated, in part because of steps taken by the
government to narrow civic space. The legal environment deteriorated with increasing attempts to regulate CSOs’
operations and finances. In addition, negative tax policies came into effect and public officials vilified CSOs.
Cooperation with the government continued to weaken and public authorities discouraged citizen and CSO
involvement in policy-making processes. Meanwhile, high-ranking government officials and politicians increasingly
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used negative rhetoric and accused CSOs of being foreign agents. In addition, CSOs had limited access to
traditional funding sources, staff turnover increased, and CSOs provided fewer services during the year.

Serbia is also experiencing a concentration of power in the hands of its president, leading the country to be
classified as a partly free country in the Freedom in the World report published by Freedom House in early 2019 for
the first time in several years. In this context, overall CSO sustainability deteriorated in 2018, with negative
developments noted in the legal environment, advocacy, service provision, sectoral infrastructure, and public image
dimensions. Advocacy suffered the most as the government resisted public dialogue and treated any outside
suggestions or critiques of the government's policies or decisions as attacks on the state or personal attacks on the
president. In addition, legal regulations were introduced that impede the work of CSOs; the government—both on
the national and local levels—increasingly tried to push CSOs out of service provision; and civic activists were
subject to an increasing number of public attacks by state and local government officials.

Overall CSO sustainability also worsened slightly in Bulgaria during the year, with negative developments noted in
financial viability because of the continued lack of funding opportunities for CSOs, and in public image due to
ongoing negative campaigns against CSOs. These setbacks were slightly counterbalanced by improvements in
sectoral infrastructure and organizational capacity: the constant attacks against CSOs have prompted them to start
discussing how to counteract the negative rhetoric, while new movements created during the year attracted public
attention and received public support.

Eurasia
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Average sustainability scores in Eurasia continue to be lower than those in the Northern and Southern Tiers. CSO
sustainability scores in Eurasia converged slightly in 2018, with sustainability in Ukraine, the country with the
strongest sustainability in Eurasia, deteriorating slightly, and sustainability in the countries with the lowest levels of
sustainability in the region—Belarus and Azerbaijan—both improving slightly. Overall sustainability in Armenia also
improved during the year.

Ukraine was the only country in Eurasia experiencing a decline in overall CSO sustainability in 2018, with negative
developments noted in the legal environment and advocacy dimensions. A 2017 law that requires anti-corruption
activists to publicly declare their assets came into force, and parliament tried to introduce additional financial
reporting requirements on CSOs receiving foreign funding. More than fifty activists were physically attacked during
the year. CSOs’ advocacy efforts, while still robust, were less successful in 2018 than in previous years. Financial
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viability, on the other hand, improved as CSOs had increased access to financial resources from both the public
and private sectors.

Azerbaijan continues to have the lowest level of sustainability of any country covered in this edition of the CSO
Sustainability Index and CSOs continue to operate in a restrictive environment. However, the government’s
relationship with CSOs thawed somewhat in 2018, contributing to an improvement in overall CSO sustainability,
with positive developments noted in the legal environment, financial viability, advocacy, sectoral infrastructure, and
public image dimensions. Harassment of CSOs subsided; the number of grants, donations, and foreign service
contracts registered with the Ministry of Justice increased; some government entities demonstrated increased will
to collaborate with CSOs, enabling a broader range of CSOs to participate in decision-making processes; local
entities offered more training opportunities and intersectoral partnerships between CSOs and the government
expanded; and the sector’s public image improved slightly in parallel to the government’s warmer relationship to
CSOs.

Similarly, CSO sustainability in Belarus improved slightly during the year, in part because of an apparent thaw in
relations between the government and civil society, with CSOs subject to less hostile rhetoric and fewer instances
of harassment. In addition, an article in the Criminal Code that criminalized the activities of unregistered
organizations was finally abolished. Despite this, Belarusian CSOs continue to operate in a hostile climate and
human rights are violated regularly. CSOs’ financial viability improved in 2018 with the development of local
funding sources and advocacy improved with increasing use of public discussions, consultations, and digital activism.
New capacity-building programs were initiated and CSOs had increased opportunities to develop joint initiatives
and partnerships. Finally, the sector’s public image improved again as a result of CSOs’ continuous efforts over the
past few years to increase their presence in the media, use social networks, and involve high-ranking officials in
their events.

In contrast to the subtle openings experienced in Azerbaijan and Belarus, 2018 was a turning point in Armenian
political history, as described above. In this context, the CSO sector’s overall sustainability improved in 2018 with
advances noted in all dimensions. CSOs played a key role in the unprecedented political transformation, leading to
improved scores in advocacy and public image. State harassment of CSOs decreased; a significant number of
donor-funded capacity-building projects fostered improved organizational capacities, provision of high-quality
services, and diversification of financial resources; and new and improved platforms for CSO dialogue and
cooperation were developed and the spectrum of capacity-building programs and training opportunities increased.

CONCLUSION

The country reports that follow provide an in-depth look at the CSO sectors in twenty-four countries across
Central and Eastern Europe and Eurasia. We hope this annual survey continues to capture useful trends for CSOs,
governments, donors, and researchers supporting the advancement of CSO sectors.
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ALBANIA
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Albania has been a candidate for European Union (EU) membership since 2014. In 2018, the Council of the EU
announced that accession talks would be postponed until June 2019 as the country had not made enough progress
in areas such as judicial reform, public administration reform, the fight against organized crime and corruption, and
the protection of human rights.

The political situation in Albania in 2018 was tense. Parties opposing the ruling government boycotted parliament
from September to December. Two ministers from the Ministry of Interior resigned in succession (one in March
2017 and the other in October 2018) after allegations—primarily from the opposition—that they had connections
to organized drug trafficking. Tensions grew, resulting in a clash between the prime minister’s office and the office
of the president when the president refused to appoint a new interior minister or to sign three important laws
approved by the parliament—the law on the demolition of the National Theater building, the budget law for 2019,
and a law on taxation for large businesses.

Active citizenship reached a new high in 2018, with numerous interest groups staging protests during the year.
Demonstrations were organized to protest the introduction of tolls on a major highway called Durrés-Kukes, or
Nation’s Road, the demolition and rebuilding of the National Theater, and the demolition of homes to make way
for construction of a new ring road around Tirana. In addition, a long-standing student protest demanded quality
and affordable higher education in Albania. This last one shook the country and was portrayed by media and in
political discourse as a “slap in the face” to the government and resulted in upheaval in the Cabinet of Ministers.

The overall sustainability of the civil society sector did not change significantly in 2018, although slight
improvements were noted in both the advocacy and financial viability dimensions. Advocacy improved as a result
of CSOs’ active support of socio-political developments, while financial viability improved slightly as smaller CSOs
and CSOs outside of the capital had increased access to funds through sub-granting programs. Despite this

*Capital, population, and GDP for all country reports are drawn from the Central Intelligence Agency, The World
Factbook, available online at https://www.cia.gov/library/publications/the-worldfactbook/. Human Development
Index data available at http://hdr.undp.org/en/composite/HDI. Freedom in the World data available at
https://freedomhouse.org/report-types/freedom-world.
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improvement, financial viability remained the weakest dimension of CSO sustainability and continued to be marked
by a lack of diversified resources, high dependency on international donors, and largely inaccessible public funds.

According to the Tirana First Court of Instance, at the end of 2018, there were | 1,426 CSOs registered in Albania,
including 400 CSOs (276 associations, 79 centers, and 45 foundations) newly registered in 2018. However, the
number of CSOs registered by the tax authorities, which provides a better estimate of the number of active CSOs,
is only 4,503, as officially closing down a CSO involves a long and costly process.

LEGAL ENVIRONMENT: 3.7

LEGAL ENVIRONMENT IN ALBANIA The legal environment governing CSOs in Albania did not
change significantly in 2018. While CSOs remain

201'4 20lI5 20[16 201” 201'8 generally free from harassment by the central
: government, they still face challenges with registration,
operations, and fiscal burdens that stem from an
. . - incomplete or inappropriate legal framework.
39 2 @ & The process of registering a CSO in Albania is centralized
./ in the Tirana Court of First Instance. CSOs in remote
47 areas or representing vulnerable groups have long

identified the centralized registration process and
attendant fees as obstacles to their registration and
operation. The registration process often involves
unforeseen costs. For example, courts commonly
introduce errors into a CSO’s registration
documentation that CSOs are then required to fix.
Legally shuttering a CSO involves a lengthy and costly court process; therefore, many defunct organizations remain
on the books.

5

According to an April 2018 shadow report written by the National Council for Civil Society (NCCS), little
progress has been made in implementing the 2015 Road Map for Albanian Government Policy Towards a More
Enabling Environment for Civil Society Development (hereinafter known as the Road Map), the strategic document
guiding government policies for the civil society sector. The report, which covers the period from 2015 to April
2018, states that out of fifty-three planned measures, only four have been fully implemented, six are in progress,
and forty-one have not been implemented at all, with data lacking for two of the measures. For example, the Road
Map proposed steps to decentralize the registration process, but the NCCS report notes that no progress has
been made towards this goal.

Sources of income for CSOs, including membership fees, funds, grants, and donations, are exempt from value-
added tax (VAT) and income tax. CSOs implementing EU Instrument for Pre-Accession Assistance (IPA) projects
are eligible to claim VAT refunds on their expenses. CSOs are able to engage in economic activities and CSOs that
engage in economic activities in the areas of education, culture, sports and social wellbeing are exempt from VAT.
However, according to the legal framework, income from economic activities must not account for more than 20
percent of an organization’s overall annual budget, which limits the impact of economic activities on CSO
sustainability. According to the 2018 report “Fiscal Treatment of NPOs, Assessment of National Legislation and
Practice for Non-Profit Organizations in Albania” by Partners Albania, a number of CSOs that were registered
with the tax authorities between 2008 and 2014 still face VAT policies similar to the private sector and
reimbursement processes are very challenging.

The legal environment still fails to encourage philanthropy. Corporate donors receive a mere 4 percent deduction
on their taxable income for donations, while individuals do not receive any tax deductions for donations to CSOs.
No new legislation was put forward in 2018 to address the long-articulated need for a Law on Philanthropy that
would distinguish between philanthropic activity and sponsorship.

The Law on Volunteerism and the Law on Social Enterprise, both of which came into force in 2016 and are
priority areas of the Road Map, are still not fully operational. For instance, bylaws that will further regulate the
relationship between volunteers and CSOs, including the requirements for volunteering contracts and a code of
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ethics for volunteer work, have yet to be adopted. In order to facilitate implementation of the Law on Social
Enterprises, the Minister of Health and Social Protection issued an Instruction (No. 602) in January that lays out
the procedures for granting social enterprise status. In addition, the Council of Ministers issued two decisions
further detailing the approved list of activities and categories of disadvantaged groups for social enterprises. The
Council of Ministers also issued Decision No.789, which created a dedicated fund to support social enterprises in
the period 2019-2021, in the final days of 2018. However, no organization has yet been granted the status of a
social enterprise.

Legislation clearly regulates CSO operations. The only activities that CSOs are unable to engage in are those that
violate human rights, constitutional principles, or other laws. CSOs are subject to operational audit inspections and
anti-money laundering and financing of terrorism inspections by the tax authorities. The legal framework provides
clear limits on government oversight over CSOs and no cases of abuse or state harassment were reported in
2018. During 2018, CSOs in Albania continued to exercise their right to appeal administrative decisions and freely
addressed public debates, expressed criticism, and participated in public protests.

A gap in legal capacity persists between Tirana and the regions. As a result, CSOs outside the capital struggle to
access specialized pro bono legal assistance. As part of its Law Clinics project, the Open Society Foundation for
Albania operates two legal clinics in Durrés and Shkodra that provide free legal aid and legal education to citizens
and communities, including CSOs. In addition, in a few cases, Tirana-based CSOs provided pro bono legal
assistance to newly-established CSOs, including Euleus in Shijak and Citizens Commission in Selenica under the EU-
funded Civil Society Instruments against Corruption (CIVILISC) project in 2018.

ORGANIZATIONAL CAPACITY: 3.7

CSO 9rgan|zatlona| .capacrcy did not chgnge in 2018. ORGANIZATIONAL CAPACITY IN ALBANIA

Albanian CSOs continue to struggle to identify and
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representatives note that an average CSO in Albania
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people, communities, and groups, limiting its
opportunities to build strong constituencies. This
situation is influenced by the high dependency of
Albanian CSOs on the agendas and priorities of foreign
donors. Many CSOs adopt broad mission statements in
order to be eligible for more funding opportunities and
only a limited number have clear and defined strategic
plans. 5

Most CSOs have formal structures and processes in place, although they do not always function effectively. In
foundations and centers, boards of directors are nominally the highest decision-making bodies, but as reported in
2017 they rarely engage in governance. General assemblies serve this function in associations. If they exist, written
policies and procedures are usually very general and some staff are unfamiliar with them. The majority of CSOs do
not publish annual reports. In general, CSOs do not have conflict of interest policies.

As a result of their reliance on project-based funding, the majority of CSOs in Albania find it extremely difficult to
maintain full-time staff who stay with the organization and thus strengthen organizational capacity over time. A
long-standing regulation requires every CSO to declare at least one staff member with the social and health
insurance offices at all times, regardless of whether they are implementing any projects, which poses a significant
financial burden on CSOs, especially small organizations that operate on a volunteer basis.

Volunteer engagement in Albania remains low. According to the Charities Aid Foundation’s 2018 World Giving
Index, just 7 percent of Albanians reported volunteering their time in 2017, down from 10 percent in 2016 and | |
percent in 2015. A lack of bylaws to implement the 2016 Law on Volunteerism prevents CSOs from relying on
volunteers to operate when they lack funding.
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Developing organizational capacities is largely considered a privilege that only large CSOs can undertake. Smaller
CSOs can rarely afford to engage in such efforts due to their general lack of funding, particularly dedicated
institutional development funds. In 2018, however, local CSOs had increased access to EU-funded projects and
sub-granting schemes that included technical assistance to build their organizational capacities. Certain capacities
are still a luxury for most CSOs because of their limited resources—these include public relations and advancing
the use of information and communication technologies (ICT), both of which are critical for CSOs to develop,
expand their influence, and identify and reach their constituencies and beneficiaries.

FINANCIAL VIABILITY: 4.4

CSO financial viability improved slightly in 2018 as smaller CSOs and CSOs outside of the capital had increased
access to funds through sub-granting programs.

FINANCIAL VIABILITY IN ALBANIA In 2018, international donors, including the EU and Swiss
Agency for Development and Cooperation (SDC),
20,” 20,'5 20,'6 20,” 201'8 continued to make funds available to smaller CSOs
through projects with sub-granting components awarded
to larger national CSOs. For example, during 2018, the
Albanian National Training and Technical Assistance
Resource Center (ANTTARC) provided sub-grants to
CSOs through both the EU-funded project Partnership
Against Corruption Together (PACT) and the USAID-
funded Accelerated Civic Development and Cooperation.
45 45 45 " The Open Society Foundation for Albania, Co-PLAN,
‘*."/. ® ./. Partners Albania, Institute for Democracy and Mediation
(IDM), the Regional Environmental Center (REC-Albania),
and Terre des Hommes Albanian also awarded sub-grants
5 to local CSOs with funding from the EU and SDC.
However, CSOs receiving sub-grants are subject to
arduous procedures and paperwork and the smaller grants make it difficult for them to achieve significant impact.

Despite this positive development, financial viability continues to be a major weakness for Albanian CSOs. Most
CSOs not only lack access to multiple sources of funding, but also have no vision or strategy for diversifying their
financial sources. The vast majority of CSOs depend on foreign funders and fear that, as Albania gets closer to
becoming a member of the EU, drastically less foreign support will be available to them. Meanwhile, domestic
funding sources are slow to develop.

The Agency for the Support of Civil Society (ASCS) remains the primary source of public funding for CSOs.
Through its 2018 calls for proposals, ASCS awarded forty-five grants ranging from ALL 600,000 (about $5,400) to
ALL 4,000,000 (about $36,000). The priority area for these calls for proposals was environmental protection, but
grants were also awarded to projects focused on youth activism, empowerment of vulnerable groups, rule of law,
and tourism and culture promotion. The Ministry of Culture financed 128 projects in 201 8—twenty-one more
than in 201 7—with grants sizes of up to $4,500 for projects implemented by individuals and up to $18,000 for
CSO projects. During 2018, the Good Causes Board of the National Lottery issued a call for proposals with total
funding of EUR 230,000; no data is available on the number of projects supported through this tender. Public funds
are generally awarded in a formally transparent manner, including the use of public calls with clearly stated
selection criteria. However, no information is published on complaints about the competitiveness of these
processes.

The legal framework regulating CSOs’ access to funding from local governments remains incomplete. As a result,
CSOs and local government bodies have been unable to develop mechanisms and practices that would make public
funds available to CSOs. According to the NCCS shadow report, several bylaws are still being drafted, thus
delaying progress in the public procurement of social services offered by CSOs.

Although there is growing interest both within the sector and among the public in charity and philanthropy, few
Albanian CSOs actively seek support from their communities and constituencies. Only large CSOs can afford to
invest in building their fundraising capacities or to outsource fundraising services. A number of CSOs implemented
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activities to promote philanthropy in 2018. For example, Partners Albania’s #GivingCircle is an initiative to support
CSOs with concrete ideas or initiatives to bring about social change in the community. In recent years, CSOs have
increasingly used ICT in their fundraising campaigns. A number of civil society initiatives, including Fundjave
Ndryshe Foundation and Down Syndrome Albania, raised funds using social media in 2018. You are a Sunflower
developed an application and game which are used along with social media tools to raise funds for the
organization’s activities to help children in need. According to the 2018 World Giving Index, 28 percent of
Albanian respondents reported donating to charities in 2017, the same percentage as in 2016.

Businesses contribute to CSOs through their corporate social responsibility (CSR) programs. The Albanian CSR
Network, currently chaired by Tirana Business Park, is focused on conducting information and research on CSR,
identifying and promoting best practices, and promoting cross-sectoral partnerships between businesses, the
government, and civil society to address social problems.

Several social enterprises, such as Down Syndrome Albania’s floral business and the Yunus Social Business, which
provides a range of business development services aimed at helping entrepreneurs transform their business ideas
into viable business models, continued to develop. In 2018, Partners Albania opened the Ke Buono dessert shop in
Fier, with support from the EU. This is the first case in which a confiscated property of mafia activity has been
turned into a social enterprise

Some CSOs continue to earn revenue through the provision of services, such as vocational training and agricultural
services, although these are generally offered for less than market prices. Based on data from the General Tax
Directorate in 2018, 679 nonprofit organizations (associations, foundations, and centers) engage in economic
activity. According to the National Business Center (NBC), 319 nonprofit organizations possess licenses and
provide social and educational services. However, no official records are available that show the extent of the
revenues they generate.

Few CSOs are membership-based and support from membership fees is minimal. According to CSO
representatives, during 2018, Albanian CSOs experienced an increase in their operational costs as a result of state
monitoring and control. For example, CSOs are now required to declare and pay taxes on reference rental fees
for office space, regardless of whether their actual rental costs are lower or even free. In addition, local
government units do not differentiate CSOs from businesses when collecting taxes such as environmental taxes,
cleaning taxes, and advertising sign taxes.

A similar approach is reported to be followed by Albania’s banking system. According to CSOs, in 2018 banks
continued to treat them the same as businesses, making it extremely difficult for them to access loans. For
example, CSOs are required to produce collateral, provide evidence of financial sustainability, and pay interest
rates that might be reasonable for businesses, but are out of reach for CSOs. In addition, bank’s procedures and
requirements to continuously update documents impose additional burdens on CSOs.

There is also growing concern in the CSO sector about competition from international organizations, such as Save
the Children, Terre des Hommes and World Vision, which are increasingly competing with local CSOs for funds.
Most Albanian CSOs are limited in their ability to qualify for these funds as they lack adequate financial
management systems. CSOs are subject to the National Accounting Standards for Non-profit Organizations, which
includes mandatory independent audits, but it is unknown to what extent these obligations are implemented.

ADVOCACY: 3.2

CSO advocacy improved slightly in 2018. Despite persistent challenges, CSOs diversified and intensified their
advocacy efforts during the year.

Implementation of Law 146/2014 on Notification and Public Consultation, which regulates the process of
notification and public consultation of draft laws, national and local draft strategic documents, and policies of high
interest for the public, continues to be poor. Consultation processes at both the central and local levels of
government are generally treated as formalities through which government officials inform CSOs about policy- and
decision-making initiatives rather than seeking input from the public and interest groups including CSOs. For
example, the consultation process for the Law on Youth presented the proposed law as the final version.
Notifications for such events often are either poorly advertised, given on short notice, or both. Additionally, it is
difficult to trace the outcomes of consultations in order to identify what the impact of each actor might have been
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on the process. For example, it is hard to find any ADVOCACY IN ALBANIA
comments from the public on konsultimipublik.gov.al, the

online platform for public consultations. 20||4 2°|'5 2°|l6 2°||7 20|18
3

According to a survey conducted by IDM in 2018 called ./.

National Public Administration Reform (PAR) Monitor 3.3 3.3 3.3 - 32

2017/2018, only 45 percent of surveyed CSOs agreed
that formal consultation procedures met the pre-
conditions for effective involvement in policy making, and
only |9 percent agreed that government institutions 47
consistently use consultation procedures when
developing policies within their purview. Only 12
percent of surveyed CSOs stated that relevant ministries
provide written feedback to consultees on whether their
input was incorporated and only 10 percent stated that
relevant ministries accepted the feedback coming from
their organization.

The National PAR Monitor 2017/2018 also reported that civil society’s perceptions on access to public information
is not very positive. Based on their experiences with requests to information, 39 percent of CSOs reported
problems with information that is not in the requested format and 3| percent noted that information is not
provided within the prescribed deadlines.

NCCS continued to promote CSO-government cooperation in 2018 and met several times during 2018. As
provided by law, the National Council on European Integration (NCEI) promotes cooperation between political
parties, state structures, and CSOs in EU integration processes. According to the official site of the Albanian
Parliament, NCEIl met three times in 2018 and continued to support the European Summer School, which
promotes active involvement of all stakeholders in the implementation of EU-related reforms. In 2018, the Council
of Ministers issued a decision approving the Regulation for the Functioning of the National Council for Child Rights
and Child Protection. Five of the council’s members are CSO representatives active in the area and the council is
expected to meet at least twice a year.

National-level advocacy continued in 2018 at the same pace as in 2017. CSO advocacy led to the adoption of Law
No.22/2018 on Social Housing. The parliament incorporated CSO input into the law, which now reflects new
international standards related to the protection and support of socially vulnerable groups, particularly victims of
violence. Environmental CSOs were at the core of the Alliance against Waste Imports (AKIP), which opposed the
Fieri incinerator in January and May. Environmental CSOs and local activists also protested against hydropower
plants in Kukés and Valboné in March and September. CSOs and issue-based coalitions protested the introduction
of tolls on the Durrés-Kukés Road in April and the law on the National Theater in September. Students
demonstrated in December to demand improved quality in higher education and an increase in the national
education budget.

CSOs were increasingly engaged in advocacy initiatives targeting decision-making and policy-making processes at
the local level, as well, in part because sub-granting practices have created more opportunities for local advocacy.
In Tirana, for example, a number of CSOs formed an informal coalition to oppose, from a human-rights
perspective, proposed municipal regulations that penalized begging and graffiti, among other things. The new
regulations were approved despite the objections raised. Such initiatives are no longer limited to the capital and big
municipalities. In fact, smaller municipalities—which generally have fewer human resources and lower capacities—
are often more open to and inclusive of CSOs in participatory policy and decision making. For example, CSOs in
Elbasan and Korca reported that they were regularly engaged in local consultation processes, such as participatory
budgeting processes and the development of local plans, including social plans and plans for the integration of
Roma, people with disabilities, and children, during the year, and that some of their suggestions and proposals
were taken into consideration in final policies.

CSOs continue to engage informally in lobbying activities. However, the lack of a legal framework to regulate
lobbying activities makes it difficult to track and report on these efforts.

The EU continued to offer technical support in creating a more enabling environment for CSOs though a nine-
month project (November 2017 to July 2018) implemented by DAI Europe. However, CSOs did not engage in
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significant advocacy regarding the legislation governing the sector and little progress was made in advancing CSO-
related laws and regulations in 2018. Key laws of direct interest for CSOs such as the Law on Volunteerism
(adopted in 2016), the Law on Social Enterprise (adopted in 2016), and the Law on Notification and Public
Consultations (adopted in 2014) all remain only partially implemented due to incomplete legal frameworks. A
process to develop a new Law on Philanthropy was not initiated in 2018.

SERVICE PROVISION: 3.6

SERVICE PROVISION IN ALBANIA CSO service provision did not change significantly in
2018. CSOs continue to provide diverse services ranging

from social welfare, education, and health services to
services aimed at strengthening the capacities of the
sector and promoting evidence-based policy making.

36 36 Furthermore, in 2018 CSOs including the Center for
; : .”___._. Civic Legal Initiatives, the Helsinki Committee in Tirana,
e v and the Open Society Foundation for Albania, provided
legal aid to citizens.

2014 2015 2016 2017 2018
3 | | | | 1

The number of CSOs that engage in service provision has
gradually increased and diversified. However,
expectations for further improvements during 2018 were
not met. While state structures at the central and local
levels increasingly value the role civil society can play in
providing services, especially those aimed at vulnerable
groups and individuals, no progress was made in materializing sustained financial support in 2018. Administrative-
territorial reforms that were initiated in 2014 and the decentralization process that followed assigned new
responsibilities to local government units, including the development of local social plans. Several municipalities
drafted their local social plans during 2018. Local CSOs actively participated in this process and were viewed as
important partners in the realization of the plans, particularly for the provision of social services. Nonetheless, the
incomplete legal framework continues to limit CSOs’ access to local government funds, although some steps were
made to remedy this situation. Council of Ministers Decision No.I | |, dated February 23, 2018, for the Creation
and Functioning of the Social Fund permits local government units to turn to CSOs for social services that they
cannot provide, although there are still no procurement regulations or practices for them to procure CSO
services.

5

CSOs constantly strive to develop and improve services for specific target groups such as victims of violence,
victims of trafficking, children in need, the elderly, and people with disabilities. Many CSOs try to assess the needs
of their constituencies and communities and then tailor services to meet their needs. However, these assessments
are generally done in an informal and non-systematic manner. CSOs are generally unable to provide sufficient
services to all who need them.

CSOs continue to struggle to recover the costs of providing services. Many beneficiaries are unable to pay for
services, and CSOs have insufficient access to other sources of financial support to cover the costs of service
provision. Foreign donors’ interest in supporting service provision is dropping, while interest in studies,
publications, and trainings is growing. Domestic funding sources are undeveloped and CSOs still have limited
access to local government funds. These conditions make it nearly impossible for CSOs to specialize in service
provision.
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SECTORAL INFRASTRUCTURE: 3.7

The infrastructure supporting the CSO sector did not
change significantly in 2018. The positive impact of the

SECTORAL INFRASTRUCTURE IN ALBANIA

growth in sub-granting practices and technical assistance 201'4 201'5 201'6 2°I'7 201'8
to smaller CSOs was balanced by rising operational costs 3

that have limited CSOs’ opportunities to invest in and

develop their infrastructure and capacities.

There are still no intermediary support organizations 38 38 383./.7_3.7
(ISOs) in Albania that provide CSOs with support e e

services, including training. Likewise, there are few CSO 4
resource centers and those that exist are not easily
accessible for local CSOs. As part of its strategy,
Partners Albania provides training to CSOs on
institutional development. Partners Albania has prepared
a curriculum tailored to the specific needs of each of the
sectors with which it works. Several CSOs, including
European Movement Albania (EMA), IDM, Co-PLAN,
and the Albanian Institute for International Studies (AllS), engage in policy research, analysis, advice, and advocacy;
provide capacity building and training services; organize public debates and policy forums; and develop monitoring
indicators on certain issues of significant public importance. With funding from the EU, the PACT program
provides training-of-trainers and regional training workshops on good governance and anti-corruption; training
workshops in investigative journalism; youth civic engagement and project development; technical assistance and
organizational development mentoring; and project cycle management.

CSOs managed a large number of sub-granting projects in 2018. In the framework of the EU-funded PACT project,
ANTTARC provided CSOs with twenty-nine sub-grants worth approximately EUR 350,000. ANTTARC also
signed nineteen agreements with CSOs totaling $475,000 as part of USAID’s Accelerated Civic Development and
Cooperation project. The SDC-funded project LevizAlbania, which is implemented by the Open Society
Foundation for Albania, Co-PLAN, and Partners Albania, provided support to eighty-one projects implemented by
CSOs and individuals with a total budget of CHF 1,681,500 (approximately $1.7 million). IDM implements the EU-
funded CIVILISC project, awarding a total of about EUR 150,000 to six network organizations (comprising eighteen
organizations in total) in 2018. IDM also awarded two other grants totaling about EUR 35,000 to local CSOs as
part of the EU-funded regional project Capacity Building and Advocacy Grant Program for Sustainable Rural
Development in the Western Balkans. Through the EU- and Swedish-funded program on Environmental CSO
Support in Albania (SENiOR-II), the Regional Environmental Center (REC-Albania) awarded twenty-eight grants to
CSOs for projects implemented from March through October 2018. Finally, Terre des Hommes Albania issued
seven medium-sized sub-grants ranging in size from EUR 10,000 to 14,000 to CSOs in the area of child protection
under an EU-funded project. In order to strengthen the role and impact of local initiatives led by CSOs and civic
actors, most of these projects provide their grantees with a combination of on-line and on-site trainings, individual
coaching, networking, and sharing of experiences with other organizations in the country and the region.

Training is generally provided for free and is mostly offered in Tirana. However, not all local CSOs have the
opportunity to access this support. Larger organizations invest in more specialized trainings, particularly in the
areas of strategic management, accounting and financial management, fundraising, advocacy, public relations, and
ICT.

CSOs continue to cooperate through issue-based coalitions. In 2018, coalitions worked successfully in the areas of
human rights and women’s rights (Coalition of Shelters for Victims of Trafficking, Albanian Women Empowerment
Network), rural development (Albanian Rural Network — ANRD), youth (Albanian National Youth Network), and
education (Albanian Coalition on Education). New coalitions, such as the National Network for Children’s Rights
in Albania, were also established during 2018. Think tanks in the capital continued to cooperate with grassroots
organizations during 2018. However, coalitions continue to be donor driven and find it difficult to survive without
donations.
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Intersectoral partnerships continued to be weak during 2018. CSOs have few partnerships with media and
collaboration with the private sector is almost nonexistent.

PUBLIC IMAGE: 3.7

The overall image of the sector did not change during 2018. The constant expansion of the sector has made it
difficult for the public and donors to differentiate between “quality CSOs” and “ghost CSOs,” which are either still
registered but inactive or are created solely to access certain funding sources.

PUBLIC IMAGE IN ALBANIA During 2018, Al.banlan media, which is comprlse.d of
some twenty daily newspapers, seventy-one radio
201'4 ZOI'S Zol“’ Zol” 20]|8 stations, seventy television stations, 109 cable television
3 outlets, and hundreds of news portals, continued to
prioritize coverage of political developments, with less
interest paid to civil society. According to the Freedom
2 i ok Bk = House 2018 Nations in Transit report, the Albanian
® & & ® ®

media sector was troubled by self-censorship, and
intimate connections between politics, business, and
media. Although CSOs do not have easy access to the
media, some CSOs have managed to build productive
relations with the media or to work with politicians, for
example by inviting political figures to attend their events
in order to attract media coverage. There continues to

5 be a significant difference between the degree of CSOs’

access to national and local media, with local media being

significantly more accessible. CSOs report that many media outlets—both local and national—charge CSOs to
cover their activities, which discourages or prevents CSOs (particularly smaller ones) from seeking media
coverage.

The media often express or air opinions that are critical of CSOs and blame CSOs for outcomes and results that
are partially or even fully out of their control. For instance, CSOs advocating for gender equality and fighting
against gender-based and domestic violence are often blamed for being ineffective and abusing funds whenever a
related incident attracts media attention.

In this context, CSOs increasingly relied on social media and other non-traditional media outlets to publicize their
work during 2018. However, the use of social media as a tool to raise awareness has its own costs, including fees
to boost posts on Facebook or to increase the number of followers, which not all CSOs can afford. In general,
CSOs feel that they have a shortage of capacities and expertise in public relations. Only a small number of CSOs
have dedicated staff for communications and public relations.

According to a national poll conducted by IDM in 2018, CSOs were reported to be trusted by 57 percent of
respondents, the same percentage as in 2017. This score ranks CSOs as the fifth most trusted institutions in the
country, following religious institutions (73 percent), the education system (64 percent), the armed forces (63
percent), and the state police (58 percent). In 2018, there was increased activism by formal CSOs as well as
several informal movements such as the Movement for the University and the Alliance for the Protection of the
National Theater. The public generally reacted favorably towards these initiatives, although it is too early to
determine if this enthusiasm will be sustained. No research or data is available on the government or business
perception of civil society.

A growing number of CSOs advocate for transparency and good governance, activism but show little progress in
taking steps to make themselves more transparent. A clear measure of this is the very low number of CSOs that
publish online annual reports.
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ARMENIA

Population: 3,038,217

GDP per capita (PPP): $9,500

Human Development Index: High (0.755)
Freedom in the World: Partly Free (45/100)

OVERALL CSO SUSTAINABILITY: 3.6
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2018 was a turning point in Armenian political history. In April and May, the country experienced some of the
largest protests and demonstrations since its independence in 1991. The protests were triggered by what was seen
as a power grab by the former president, Serzh Sargsyan, who was named prime minister after his final term as
president ended. A 2015 amendment to the constitution changed the country’s governance system from semi-
presidential to parliamentary, making the office of the prime minister more powerful than that of the president.
Demonstrators were also upset by long-term economic stagnation, oligarchic rule, economic monopoly, and the
extremely high level of corruption plaguing the country.

In response to the protests, which included decentralized strikes and blockades of major highways, Sargsyan
announced his resignation on April 23. This political transformation, led by member of parliament (MP) and leader
of the opposition Civil Contract Party (CCP) Nikol Pashinyan, was dubbed a Velvet Revolution. Eventually,
Pashinyan was elected prime minister and formed a new government. This was followed by parliamentary elections
in December, the first-ever snap parliamentary elections held in Armenia since the country’s independence in
1991. Opposition parties scored a decisive victory over the old regime during these elections, effectively ending
the rule of the Republican Party of Armenia (RPA), which had held power for nearly twenty years.

Two key civil society movements—Merzhir Serzhin (Reject Serzh) and the Restart student initiative—played
essential roles during the political developments in 2018. Along with other CSOs, they quickly mobilized significant
constituencies in support of the protests. CSOs also played an important role after the revolution, pushing anti-
corruption and human rights agendas and preparing for and monitoring the election process. In addition, many civil
society activists and representatives took posts in the new government and received mandates in parliament, as
well as the Yerevan City Council.

The CSO sector’s overall sustainability improved in 2018 with advances noted in all dimensions. Advocacy
improved as CSOs played a key role in the unprecedented political transformation. State harassment of CSOs
decreased, resulting in an improvement in the legal environment. A significant number of donor-funded capacity-
building projects fostered improved organizational capacities, provision of high-quality services, and diversification
of financial resources. The infrastructure supporting the sector increased, with new and improved platforms for
CSO dialogue and cooperation and a wider spectrum of capacity-building programs and training opportunities.
CSOs’ public image improved due to the increased visibility of CSOs in the media and improved perceptions of
CSOs by both the public and government in the aftermath of the Velvet Revolution.
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According to the Ministry of Justice, there were 4,222 public organizations, |,120 foundations, and 244 legal entity
unions registered in Armenia as of the end of 2018. This represents a decrease in the number of public
organizations by 560 over the past year due to a state policy adopted in 2016 to dissolve public organizations that
had not provided reports for the last four years. The number of legal entity unions decreased by 73, mainly as a
result of legislative changes introduced in 2017, which eliminated legal entity unions as a legal form and required
them to modify their charters and re-register as foundations or public organizations by February 2019.

LEGAL ENVIRONMENT: 3.6

LEGAL ENVIRONMENT IN ARMENIA In 2018, the legal and regulatory environment governing
the CSO sector improved slightly as the intimidation and

harassment of CSOs and their members by state
institutions and groups acting on behalf of the state
decreased.

2014 2015 2016 2017 2018
| | | | |

37 il There are two types of formal CSOs in Armenia:

39 39 : membership-based public organizations, regulated by the
Law on Public Organizations, and non-membership

47 foundations, regulated by the Law on Foundations. In
2018, regional branches of the State Register of Legal
Entities within the Ministry of Justice (Mo)) started to
accept applications. This has significantly reduced
registration delays, the risk of corruption, and the
excessive bureaucracy that plagued the registration
process in the past. The Mo] is obliged to respond to
applications from public organizations within ten working days, and to applications from foundations within fifteen
days. If an applicant uses the standard charter provided by the MoJ, the response time is reduced to two working
days. There is still no online registration system for CSOs. Informal groups and initiatives are free to operate
without registration as long as they adhere to general legal regulations and do not engage in financial transactions.

5

The Law on Public Organizations and Law on Foundations prohibit interference by state bodies and local
authorities in the activities of CSOs as long as their operations are in compliance with the law. The laws clearly
define the roles and responsibilities of boards, supervising committees, executives, and members. All foundations,
as well as public organizations that receive public funding, are required to submit annual financial reports.

The State Revenue Committee (SRC) assumed responsibility for CSO oversight from the Mo in 2017. In 2018, the
SRC initiated amendments to the Laws on Public Organizations and Foundations that envisage increased reporting
and other requirements. In November 2018, over 100 CSOs, including the Armenian Lawyers’ Association,
International Center of Human Development (ICHD), Women's Development Resource Center Foundation
(WDRC), OxYGen Foundation for Protection of Youth and Women's Rights, and Taxpayer Protection NGO,
submitted recommendations to the SRC to revise the proposed reporting requirements, after which the SRC
agreed to form a working group with CSOs to work further on these amendments.

CSOs are allowed to operate freely, address matters of public debate, and express criticism, as long as they act in
line with the general legal framework. CSOs and their members have the right to assemble and participate in
peaceful public protests. However, CSOs are allowed to represent their constituents’ interests in court only in
cases dealing with environmental issues.

Although many civic activists were detained during the Velvet Revolution, the situation improved dramatically
immediately thereafter and CSOs and their members did not experience any direct abuse by state institutions or
groups acting on behalf of the state for the rest of the year. Notably, police harassment during peaceful public
protests and demonstrations ceased, a change from previous years when individuals, including CSO and media
representatives, were arrested by police or attacked by supporters of the regime from time to time.

According to the Tax Code, CSOs with total annual income exceeding AMD 58.35 million (about $120,000) have
to pay 20 percent value-added tax (VAT) on their income. However, CSOs are eligible for exemptions from VAT
for purchases under certain projects and procurements deemed charitable by the government. To access these
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exemptions, eligible CSOs must apply to the State Humanitarian Commission. Commercial organizations and
corporate donors can deduct donations to eligible CSOs from their taxable income up to 0.25 percent of their
gross annual income; individual donors do not receive any tax deductions.

The legal framework allows both public organizations and foundations to engage in direct income-generation
activities. Any profit generated must be used in accordance with the goals stipulated in the organization’s charter.
Social enterprises do not receive any special tax benefits, and are instead subject to the same taxes as commercial
enterprises. CSOs are also allowed to compete for government contracts at the local and central levels. In order
to provide certain social services under government contracts, public organizations must be certified by the
Ministry of Labor and Social Affairs (MLSA). CSOs are allowed to engage in fundraising campaigns and accept funds
from foreign donors.

There are local lawyers trained and specialized in CSO-related issues in Yerevan and regional centers. In addition,
CSOs can access legal support from resource centers and local organizations focused on human rights or legal
issues. In 2018, organizations including the Armenian Lawyers' Association, Transparency International
Anticorruption Center (TIAC), the A.D. Sakharov Armenian Human Rights Protection Center, NGO Center
(NGOCQ), Eurasian Partnership Foundation (EPF), and Civic Development and Partnership Foundation (CDPF)
helped CSOs to revise and improve their charters, understand new changes in legislation, and properly organize
social enterprises. In addition, in 2018 the USAID-funded CSO Development Program (CSO DePo) published two
handbooks focused on CSO registration and operation.

ORGANIZATIONAL CAPACITY: 3.5

CSOs' organizational capacities improved slightly in 2018 ORGANIZATIONAL CAPACITY IN ARMENIA

as a result of advances in CSOs’ strategic planning,

internal management, and constituency-building 2°|'4 201'5 2°|'6 2°|'7 2°|'8
capacities fostered by the long-term efforts of several 3

donor-funded projects, including the EU-funded

STRONG CSOs for Stronger Armenia (2015-2018), the

USAID-funded Engaged Citizenry for Responsible ._/o/“?s
Governance program (2014-2019), and the EU-funded 3.7 3‘7 g0 36

Bridge for CSOs (2016-2019). -

CSOs continually improve their abilities to identify
potential constituents and beneficiaries and develop
relationships with them. According to the Capacity
Building Needs Assessment conducted in 2018 within
the framework of the STRONG CSOs project, CSOs
reported improvements in obtaining feedback from
beneficiaries and increasingly used more effective mechanisms to collect data on their constituents and
beneficiaries. Several donor-funded projects included constituency-building components during the year. For
example, the USAID-funded Engaged Citizenry for Responsible Governance program, managed by TIAC, builds
CSOs’ capacities to use participatory methodologies to engage constituents in their monitoring and advocacy
efforts. In general, informal social movements seem to have stronger relationships and wider outreach with their
constituencies than formal CSOs. For example, the Restart student initiative, which began at Yerevan State
University, created local groups at fourteen other universities throughout the country, resulting in a large group of
supporters and constituents.

CSOs also reported significant improvements in 2018 in their abilities to define missions and organizational goals,
engage in strategic planning, and use self-assessment techniques to measure the success of their work. This
improvement was also facilitated by various capacity-building projects. For example, within the framework of the
CSO DePo program, more than 100 CSOs were evaluated and received consultations in strategic planning,
communications, self-assessment, service provision, and other areas. Formally registered CSOs are required to
state their main goals and spheres of activities in their charters. Generally, CSOs try to follow their missions and
priorities, however, in many cases donor funding drives the spheres in which CSOs operate. In many cases,
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informal initiatives and movements have more precise missions, priorities, and strategic goals and are more
persistent in implementing them than formal CSOs.

The Law on Foundations prohibits the employment of board members in executive management. The Law on
Public Organizations, on the other hand, does not require a division of responsibilities between governance bodies
and staff members. While this provides organizations with flexibility in determining their management and
governance structures, it also allows conflicts of interest, particularly in small CSOs that often employ their board
members. According to the Capacity Building Needs Assessment, CSO boards have become more engaged in
decision-making processes and demonstrated an increased role in organizational operations. The assessment also
found that the number of CSOs that use written internal policies or procedures to guide their organizational
activities has increased. CSOs continue to experience conflicts of interest, but increasingly acknowledge the need
to take appropriate steps to minimize such occurrences.

The quality and management of human resources also improved in 2018 due to various capacity-building programs.
The STRONG CSOs project reported an improvement of capacities in procurement and database management at
the overall organizational level, while planning and technological awareness skills have improved on the personal
level. Generally, CSOs engage staff on short-term contracts when funding is available. A small number of CSOs—
primarily large CSOs that have been involved in capacity-building programs, have adequate human resources
practices. CSOs generally outsource the services of accountants, information technology (IT) specialists, and
lawyers when needed, as this is less expensive than hiring permanent staff.

A culture of volunteering is increasingly developing in Armenia. According to the STRONG CSOs needs
assessment, 90 percent of surveyed CSOs involve volunteers in their work, while 21 percent of respondents
reported that they do not have paid employees at all and work solely with volunteers.

CSOs generally have access to basic office equipment, but few CSOs can afford to upgrade their equipment unless
grant funding is available. Internet access is readily available throughout the country and is relatively cheap. Most
functioning CSOs have websites, as well as social media pages. Facebook and Instagram are especially popular
among CSOs, whereas Twitter, LinkedIn, and other social media platforms are used less. In 2018, some CSOs
started to use Telegram, a secure messaging app that became especially popular during and after the Velvet
Revolution.

FINANCIAL VIABILITY: 4.9

sustainability, CSOs' financial viability improved slightly in

2018 due to increased diversification of funding
opportunities, as well as increased transparency of
government funding.

2014 2015 2016 2017 2018
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CSOs increasingly acknowledge the need to diversify
49 their resources, but a majority of CSOs’ income still

comes from foreign donors including the United Nations
] ._./‘/50/. (UN), European Union (EU), USAID, and Open Society
5. ' Foundation. The level of foreign funding did not change

2 = significantly in 2018, although some donors expressed
their willingness to support democratic reforms in
Armenia, with increased funding expected in 2019.

6 CSOs have enhanced their capacities to raise funds from
local sources, including local businesses and philanthropic
individuals and foundations. The Armenian diaspora is a key source of funding for local CSOs. For example, the
Armenian General Benevolent Union (AGBU), based in New York City, has an annual budget of over $46 million.
Several international organizations and philanthropic foundations, such as World Vision Armenia, Save the
Children, and Armenian Karitas, have started to engage in local fundraising efforts. For example, Armenian Karitas
organized a charity dinner in Gyumri in November.
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Several large companies, such as Qajaran Copper-Molybdenum Company, various telecommunications and IT
companies, and financial organizations, collaborated with CSOs within the framework of their corporate
philanthropy and corporate social responsibility (CSR) programs in 2018. For example, an increasing number of
companies collaborate with the Eco Aghb initiative group, which collects plastic and paper garbage and sells it to
recycling companies, using the income for its ecological initiatives. As part of its CSR efforts, the ACBA Credit
Agricole Bank started offering special low-rate loans for social enterprises in collaboration with the Association of
Social Enterprises of Armenia.

CSOs increasingly use crowdfunding techniques to raise funds, including from the business sector and diaspora. For
example, the Restart student initiative used crowdfunding initiatives to cover the tuition of students from
economically disadvantaged families. Based on the success of these activities, Restart initiated the establishment of
the Restart Foundation, which will be in charge of more institutional fundraising activities. Currently, a limited
number of CSOs collect membership dues, which are usually very small and do not cover basic operational costs.

CSOs are increasingly interested in social entrepreneurship and some social enterprises established in recent years
have become quite successful. For instance, ten social enterprises established in 2017 under the EU-funded
Community Development through Social Entrepreneurship (CODE-SE) project generated income in 2018, which
they used to support various social projects, including educational opportunities for disadvantaged families, youth
programs, and cultural activities. Several platforms and organizations support social entrepreneurship in the
country. These include the EU, Impact Hub Yerevan, USAID, KASA Foundation, Red Cross Armenia, the
Association of Social Enterprises of Armenia, and CDPF’s Center for Social Entrepreneurs. Sky and Impact youth
clubs throughout the country, organized by World Vision Armenia, develop and implement small business projects
in their local communities, such as a greenhouse in Sisian, production of agricultural products in Shirak region, a
school for DJs in Gyumri, and tourism projects. Some of these projects have made the clubs self-sustainable. Other
successful social enterprises include Nimba, which enables women from disadvantaged families to work in the
textile industry; Aregak, the first inclusive and barrier-free bakery and coffee shop in Gyumri; and the Bohem art-
teahouse in Sevan. Many CSOs have started providing paid services to government bodies and other sectors,
including training and capacity-building services, strategic planning, and research services. The scale of these
services increased in 2018.

Central government and local self-government bodies provide small amounts of grant funding to CSOs, and
outsource some social services to CSOs. In 2018, the total budgeted amount for nonprofit grants and subsidies
directed to non-governmental and non-commercial (public) organizations was about 10.8 billion AMD (about $22
million), compared to 6.8 billion AMD in 2017. After the Velvet Revolution, the process for allocating state grants
became more open and transparent. For example, the Ministry of Culture updated its application forms based on
templates used in the CSO sector. In addition, recent constitutional and legislative changes are having a positive
influence on the transparency of public expenditures, including to CSOs. As a result, more CSOs were able to bid
on state grant opportunities on equal terms with other organizations.

In addition to volunteer labor, local CSOs benefit from other forms of non-monetary support from their
communities and constituencies, including free office space in public administration buildings. In many cases, local
governments also cover the cost of CSOs’ utilities.

Generally, CSOs, particularly foundations, have appropriate financial management systems that allow them to
produce financial reports for their donors and government. Donor-funded capacity-building projects often address
financial management and financial sustainability issues. The Law on Public Organizations requires public
organizations that receive public funding to disclose annual reports, while all foundations are required to publish
their annual financial reports on the state-administered Azdarar web-page. Foundations are required by law to
conduct external audits if their total assets exceed AMD 10 million (around $21,000); public organizations
generally only do so if required by their donors. According to the STRONG CSOs needs assessment, CSOs often
identify finance-related capacities, including financial management and fundraising, as their top needs.
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ADVOCACY: 2.8

CSO advocacy improved significantly in 2018. Civil ADVOCACY IN ARMENIA
society’s role in the Velvet Revolution demonstrated its
capacity to quickly address the needs of the population
at large and to shape the public agenda. The Merzhir
Serzhin (Reject Serj) initiative formed immediately after
Sargsyan announced his intention to become prime
minister. Together with the Restart student initiative, it 28
mobilized massive numbers of students and youth during

the protests. Civil society’s final victory was achieved 3
with the downfall of RPA, which had instilled a culture of 30
corruption, oligarchy, poverty, and poor protection of 32 32 it

human rights during its more than two decades of rule.

2014 2015 2016 2017 2018
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After the Velvet Revolution, the new government
launched wide-ranging democratic reforms that are
generally in line with the CSO sector’s agenda, including
the introduction of transitional justice measures, facilitation of higher levels of democratic governance, fight against
corruption, and enhancement of governmental transparency and accountability. CSOs were involved in developing
these policies in 2018. For example, the CSO sector played a major role along with governmental authorities and
the political opposition in the 2018 electoral reform process. CSO representatives were also actively involved in
oversight activities for the elections.

4

A number of institutional mechanisms and platforms provide opportunities for CSOs to participate in government
decision-making processes. The Law on Legal Acts, a new version of which came into force in March 2018,
requires the organization of public discussions on draft laws. In addition, the government’s e-draft.am platform
houses draft laws developed by state agencies, and CSOs can participate in various public councils and working
groups. After the revolution, the newly formed government and local authorities were more responsive to CSOs’
advocacy activities and the effectiveness of these mechanisms increased. CSOs were able to provide their
recommendations and opinions on various draft laws through the e-draft.am platform, which began functioning in
2017 and became significantly more popular in 2018. For example, CSOs provided feedback on the amendments
proposed by the SRC to the Laws on Public Organizations and Foundations that envisage increased reporting and
other requirements, which was viewed on the platform nearly 2,000 times. All seventeen ministries have public
councils that include CSOs. State agencies and local self-government bodies also became more responsive to CSO
criticism, suggestions, and recommendations.

Donor-funded projects support many broad-based advocacy campaigns aimed at shaping the public agenda, public
opinion, or legislation in 2018. The EU-funded Commitment to Constructive Dialogue is aimed at enhancing the
influence of CSOs and CSO coalitions on public, local, and national policy agendas. Its efforts focus on identifying
common concerns and priorities, while approaching government bodies with constructive and strategic policy
engagement initiatives. The USAID-funded Engaged Citizenry for Responsible Governance project aims to increase
civic engagement and oversight of reforms to improve transparency and accountability of government actions and
policies.

In 2018, CSOs engaged in many advocacy initiatives in response to needs that emerged in the context of the
ongoing political and economic changes in the country. For example, after the government announced a plan to set
a 23 percent income tax on all salaries and to compensate for the expected budget loss by increasing excise taxes
on approximately seventy types of products, the newly formed Against Income Tax Equalizing initiative and the
Boon TV educational portal initiated active discussions on welfare and social justice issues. The Armenian
Ecological Front, along with other activists, raised concerns about the risks that the new Amulsar metal mine
posed to the health and safety of communities and the environment. As a result of continuous protests at the
mine, the miners stopped working, forcing the government to initiate a new environmental impact assessment.
Infotun networks received small grants to monitor the process of community consolidations initiated by the
central government. As a result, a set of recommendations was developed and submitted to the Ministry of
Territorial Administration and Development.
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There were no cases recorded in 2018 of the newly formed government either directly or indirectly discouraging
CSO advocacy on politically controversial issues. In addition, illiberal and populist advocacy groups that had
previously been active became largely dormant and did not significantly challenge the initiatives of democratic,
right-promoting CSOs.

CSOs are comfortable with the concept of lobbying. Local CSOs were especially successful lobbying at the local
level in 2018. For example, within the framework of USAID-funded Engaged Citizenry for Responsible Governance
project, the Compass Research Training and Consultancy Center provided twenty-nine recommendations to the
Gyumri town municipality on the formation of new, more effective models for garbage collection, road
construction, the creation of working groups, and other topics. The town council accepted seventeen of these
recommendations and incorporated them into its 2019 budget.

The CSO community has a good understanding on how a favorable legal and regulatory framework can enhance
CSOs’ effectiveness and sustainability. In 2018, several CSOs made efforts to improve the new government's long-
term vision on social entrepreneurship. In addition, the Armenian Lawyers’ Association worked with over 100
partner CSOs to engage in a constructive dialogue with the SRC on the creation of the CSO-SRC working group,
which will focus on CSO accountability and drafting amendments to the Laws on Public Organizations and
Foundations.

SERVICE PROVISION: 3.7

SERVICE PROVISION IN ARMENIA CSO service provision improved slightly in 2018 as the
range and quality of CSO services expanded. CSOs also
demonstrated increased responsiveness to their
constituencies’ emerging needs and the government
expressed growing appreciation for CSO services.

2014 2015 2016 2017 2018
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37 CSOs provide services in a variety of fields including
. 38 38 3-.3/. community development, social services, education,
./“ ® human rights protection, environment, and government
45 accountability and transparency. According to the
STRONG CSOs needs assessment, more CSOs
mentioned economic development and poverty
reduction as their dominant fields of work during 2018
than in 2015, indicating expanded diversification of
services.

5
Although CSOs provide a diverse range of goods and

services, they still only partially meet the needs of their constituents. For example, while there has been growth in
the types of projects initiated within the youth sector, they still do not fully address the primary needs of youth in
terms of employment and education. CSOs increasingly recognize the importance of comprehensive needs
assessments and research. The STRONG CSOs needs assessment reports that the percentage of CSOs
conducting needs assessments increased from |5 percent in 2015 to 31 percent in 2018. The growth in the use of
needs assessments, particularly those based on participatory approaches, is also encouraged by donor-funded
projects. For example, the EU-funded Commitment to Constructive Dialogue requires its sub-grantees to engage
in research as part of its constructive and evidence-based policy-making activities.

CSOs generally provide their goods and services to a broad range of beneficiaries. The Law on Public
Organizations stipulates non-discrimination as a key principle of CSOs’ activities. CSOs generally follow this rule
and provide goods and services without discrimination regarding race, gender, ethnicity, or sexual orientation.

Largely as a result of donor-funded capacity-building projects, CSOs have moderately improved their capacities to
generate revenue through service provision. For example, within the framework of the EU-funded EU4Women:
Economic Empowerment through Social Enterprise project, which is jointly implemented by the Near East
Foundation UK (NEF UK) and WDRC, twelve CSOs in the provinces received technical and financial support to
launch or further develop social enterprises.
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Government appreciation for CSO services—especially social services and public monitoring of state and local self-
government bodies—significantly improved in 2018. For example, during the government session held in
December 2018, the prime minister announced the government’s willingness to outsource more social services to
CSOs in 2019. Local municipalities allocate | to 5 percent of their annual budgets to local CSOs for projects in the
fields of education, recreation, and culture.

SECTORAL INFRASTRUCTURE: 3.0

The infrastructure supporting the CSO sector improved
slightly in 2018 due to the increased scope and quality of

SECTORAL INFRASTRUCTURE IN ARMENIA

the technical assistance and training programs provided 201'4 201'5 201'6 201'7 .
by intermediary support organizations (ISOs), resource ¥

centers, and academic programs. In addition, CSO 3. i
networks and coalitions have strengthened. . . e

ISOs and resource centers, such as EPF, NGOC,

Partnership and Teaching NGO, TIAC, and the Network

of Infotuns (information houses) continue to provide 4
assistance, training, information resources, as well as
sub-grant opportunities to CSOs. A portal created on
the CSO DePo webpage in 2016 presents profiles of
CSO trainers and consultants. The portal had at least
3,000 visitors per month during 2018, and anecdotal
evidence suggests that most of the thirty-three listed
experts have been contacted by various CSOs at least ten times to conduct training and capacity-building
exercises. Capacity-building activities and training opportunities are available both in Yerevan and the regions. ISOs
and resource centers provide some paid services to CSOs, thus generating some revenues.

5

Several ISOs re-grant international donor funds to local CSOs for projects that address locally-identified needs.
The Armenian Lawyers’ Association provided forty-seven EU-funded sub-grants to consortia of CSOs during the
year. TIAC continues to provide grants to local CSOs within the framework of the USAID-funded Engaged
Citizenry for Responsible Governance Project.

Cooperation within the CSO sector significantly improved during 2018, largely as a result of available grant
programs focused on CSO consortia and coalitions. At the end of 2017, the STRONG CSOs project awarded sub-
grants to seventeen coalitions involving forty-six CSOs from all over Armenia, with total funding exceeding EUR
900,000 (up to EUR 60,000 per project). The EU-funded Commitment to Constructive Dialogue program provided
nine sub-grants to nine CSO coalitions; a total of AMD 225 million (approximately $472,000) was awarded. Finally,
seven CSO coalitions that participated in the CSO Incubator project were awarded sub-grants worth up to AMD
8.5 million (approximately $17,800) each to strengthen the capacities of their coalitions.

In 2018, CSOs enjoyed increased access to capacity-building and training programs covering diverse aspects of
organizational management, including strategic management, financial management, fundraising, volunteer
management, social entrepreneurship, constituency building, and advocacy. The STRONG CSOs project reached
360 staff members from 135 CSOs through trainings, coaching sessions, and pro bono consultations on
organizational management, project management, fundraising, and social entrepreneurship. Within the framework
of the EU-Funded BRIDGE for CSOs project, AGBU Armenia provided training to |50 representatives of | 15
CSOs in 2018, while another component of the project created links between 75 local CSOs and over 41
experienced pro bono professionals from the diaspora. In addition, provincial CSOs had greater access to
trainings, as some training projects formally required the inclusion of regional CSOs. Some training materials are
available in Armenian; however, a significant portion of the literature is still not available in the local language.

In November 2018, American University of Armenia (AUA) launched a new certificate program in nonprofit
management within the framework of the BRIDGE for CSOs program. Eighteen CSO representatives from
Yerevan and surrounding provinces began this program at the end of 2018. The Faculty of International Relations
of Yerevan State University provides a six month-long intensive academic course on CSO management.
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CSO partnerships with government and media continue to grow. The newly founded Armenian Business
Caoalition, which is comprised of more than thirty CSOs, for example, started to work with the Ministry of
Economic Development and the Standing Committee on Economic Affairs on the new Small and Medium
Enterprise (SME) Development Strategy for 2019-2024. Child rights organizations such as World Vision and Save
the Children initiated the Ending Violence Against Children campaign, with active participation by the media aimed
at increasing public awareness of the issue. Collaboration with the business sector is still limited.

PUBLIC IMAGE: 3.7

CSOs’ public image improved moderately in 2018 due to
the increased visibility of CSOs in media and widespread
recognition of civil society’s role in the Velvet
Revolution. In addition, many CSO representatives took
government posts and participated in elections after the
revolution, increasing CSOs’ visibility even more.

39 39 39 39 The scope and quality of media coverage of CSOs

P ° ° ./. improved significantly in 2018, with media, especially local
4 and online outlets, regularly covering CSO events and
activities. Both broadcast and online media outlets more
frequently turned to CSO representatives for expert
opinions on topics of public concern in 2018. Several
media platforms, such as Article 3 Club (run by For Equal
Rights), Media Center (managed by the Public Journalism
Club), Azatutyun Radio Station/US, Civilnet Armenian
online newspaper, and Factor TV, are particularly CSO-oriented and provide regular space and time for CSOs. On
the other hand, media coverage of CSOs at the national level, especially on traditional TV channels, is still limited.
In addition, media coverage of CSO activities is largely superficial, often lacking more in-depth and systematic
analysis of the roles CSOs play in society. CSOs are sometimes able to broadcast public service announcements
for free.

PUBLIC IMAGE IN ARMENIA

2014 2015 2016 2017 2018

5

Under the previous regime, there were many negative publications, particularly in the pro-government media, in
which CSOs were accused of “grant-chasing,” following “European values,” or opposing traditional Armenian
values. The number of such stories decreased in 2018.

According to the Public Opinion Survey: Residents of Armenia, conducted in October 2018 for the International
Republican Institute (IRl), 46 percent of respondents consider the work of NGOs and CSOs favorable, while 38
percent consider it unfavorable. While the public perception of CSOs has improved moderately over the past few
years, there is still a perception among the population that CSOs are “grant-chasing” organizations. People usually
have positive attitudes and trust towards those organizations and CSO representatives that they know personally,
especially provincial CSOs and non-formal initiatives. The public became more supportive of CSOs' activities after
the Velvet Revolution. For instance, many people have now joined CSOs that are engaged in public monitoring of
local government and municipal budgets, whereas previously these groups were perceived negatively. In addition,
the number of people who turn to CSOs for various forms of support has increased.

CSOs’ reputation with the government also improved significantly in 2018. Many new government officials
acknowledge CSOs' expertise, research capacities, and opinions and are more open to collaborating and
cooperating with CSOs, including on the provision of services. The government’s recognition of CSO expertise
also is demonstrated by the fact that several key sectoral documents were developed in close collaboration with
CSOs in 2018. For instance, the Union of Informed Citizens drafted amendments to the Electoral Code in close
collaboration with the government and other CSOs prior to the snap parliamentary elections. The perception of
CSOs—both those engaged in advocacy and service provision—has also improved among local government
officials. CSOs are more frequently invited to participate in local public consultation meetings and decision-making
processes, and their voices matter. The business sector, on the other hand, still has a limited understanding of
CSOs and their role.
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CSOs constantly strive to improve their public relations skills, as well as their relationships with journalists. In
2018, the Media Initiatives Center organized media tours to Gyumri, Alaverdi, Armavir, and Vanadzor within the
framework of the CSO DePo and Media for Informed Civic Engagement (MICE) projects supported by USAID.
During these tours, journalists representing various prominent media outlets were introduced to the activities and
initiatives of local CSOs, as a result of which media materials on grassroots civil society activities were published.

CSOs such as the Compass Research Training and Consultancy Center in Gyumri and the NGO Center in
Vanadzor actively use social media, particularly Facebook and Instagram, to raise public awareness of their
activities. One way they do this is through the use of live streams on social media during public consultation
meetings and workshops. Many CSOs and civic initiatives also now publish announcements and news on a regular
basis. In general, informal civil society initiatives use social media more systematically than formal CSOs. Though
many CSOs have started to use social media, few have developed social media strategies and most still lack
professional approaches. During its training and capacity-building activities, EPF addressed CSOs’ capacities to
promote their public image, including the use of visual and verbal communication through websites and social
media.

Only a few advanced and relatively large CSOs have codes of ethics or try to demonstrate transparency in their
operations by publishing annual reports or other relevant information. While associations are not required to
publish annual reports, foundations are required by law to publish annual reports on the state-administered
websites. Disclosed annual reports are usually very generic, with basic information about beneficiaries and
activities, but no details about CSOs’ operations or financial flows. Some CSOs share information about their
activities in the form of infographics rather than detailed annual reports.
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The government of Azerbaijan’s relationship with CSOs thawed in 2018, partly in response to pressure from the
international community. This contributed to an improvement in overall CSO sustainability, with positive
developments noted in the legal environment, financial viability, advocacy, sectoral infrastructure, and public image
dimensions. The legal environment improved as harassment of CSOs subsided: the Ministry of Justice (Mo))
initiated fewer CSO audits, there were no known instances of penalties being imposed on local or foreign CSOs,
and travel bans on CSO leaders were lifted during the year. Despite these improvements, CSOs still operate in a
restrictive environment in which they face obstacles to registering, have a hard time registering foreign grants, and
are required to receive permission from the authorities to organize public events in the regions. The number of
grants, donations, and foreign service contracts registered with the MoJ increased, which had a positive impact on
the sector’s financial viability. While still limited, CSO advocacy improved, with some government entities
demonstrating increased will to collaborate with CSOs, enabling a broader range of CSOs to participate in
decision-making processes. Local entities offered more training opportunities and intersectoral partnerships
between CSOs and the government expanded, strengthening the infrastructure supporting the sector. Finally, the
sector’s public image improved slightly in parallel to the government’s warmer relationship to CSOs.

According to official information, in 2018 the Mo] registered 169 new CSOs (compared to 141 in 2017), bringing
the total number of registered CSOs to 4,350 as of February 2019. There are also several hundred unregistered
groups in the country.

LEGAL ENVIRONMENT: 6.4

The legal environment governing CSOs in Azerbaijan improved in 2018. However, CSOs continued to be subject
to obstacles when registering, as well as many constraints on their operations.

Key legal acts regulating the legal environment for CSOs include the Civil Code, Law on Non-Governmental
Organizations (NGOs), Law on State Registration of Legal Entities and State Registry, the Tax Code, and various
decisions of the Cabinet of Ministers.

The registration of CSOs, including foreign CSOs, continues to be difficult. The process is lengthy, sometimes
taking months, and the Mo] often takes a subjective approach based on the mission of an organization or its
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LEGAL ENVIRONMENT IN AZERBAIJAN founders. A new government services online portal

contains detailed information on how to register a CSO
2ol|4 2o||5 20[16 20||7 2°||8 with the Mo).
5

Rules adopted in 2015 require CSOs to register foreign
grants, domestic and foreign donations, and foreign
service contracts with the Mo). In past years, these
requirements have virtually prevented CSOs from
receiving any funding. According to official statistics from
the Mo), 2,289 grants, donations, and service contracts—
both from the government and from foreign donors—
were registered during 2018, an increase from 2,222 in
2017. No data is available on the precise sources of these
financial instruments or amounts of these awards.
According to CSOs, however, the Mo] registered at least
twelve grants from the Embassy of Japan, several from
the European Union (EU), United Nations (UN), and Eurasia Foundation, and at least one from USAID in 2018.
The registration of foreign service contracts continues to be much easier and faster than the registration of foreign
grants. The “one-stop shop” grant registration process (introduced by Presidential Decree in October 2016) made
it easier to obtain the opinion of the Ministry of Finance (MoF) on a grant’s financial and economic expediency.
Under this process, the Mo], rather than the CSO, shares the grant application and its annexes with the MoF,
which issues the opinion within a few days. The registration of grants from the state budget is a straightforward
process and CSOs have no problems with it.

7

Rules adopted in 2015 require donors to undergo a multi-tier system of approval, including registering their branch
offices in Azerbaijan, signing agreements with the MoJ, and receiving approval for each grant from the MoF. This
system was simplified in 2017, and in practice, the MoJ overlooked cases where donors did not fully comply with
the rules in 2018. The Mo] said that the EU was not eligible as a donor in 2015 and 2016, whereas it registered
several EU grants in 2017 and 2018.

State harassment of CSOs declined significantly in 2018. There were no cases of the MoJ involuntarily dissolving a
CSO during the year. The so-called NGO Case of 2014, in which several foreign and local CSOs were charged
with violations of the criminal code, was closed for many organizations in 2018, although it remained open for
others, such as the American Bar Association. In addition, bank accounts were unfrozen and travel bans were
lifted, the number of inspections conducted by the Mo] decreased from ten in 2017 to eight in 2018, and there
were no known instances of local or foreign CSOs being fined by the Mo] during the year. In addition, the MoJ only
issued two warnings to CSOs in 2018, compared to thirty-three in 2017. Although it is not set forth in the law, in
practice CSOs are still required to obtain approval from the local executive authorities prior to organizing any
public events.

Changes to the Law on NGOs in May and June 2018 authorize the government to suspend the activity of CSOs
during military situations and ban the establishment of CSOs in military units. This change is expected to have little
impact on CSOs as there has not been a military situation in more than twenty years and there have not been any
known cases of CSOs being established in military units.

CSOs are exempt from income tax on income from grants, donations, and membership fees. Changes to the Tax
Code adopted in December 2018 introduce a 10 percent income tax deduction for commercial companies making
donations to CSOs specialized in science, education, health, sports, or culture. In addition, these changes exempt
income from the sale of agricultural products from income tax for five years, which is a significant benefit for CSOs
that run social enterprises producing agricultural products.

Onerous new accounting rules were introduced for CSOs during the year that will be enforced beginning in 2019.
The CSO sector does not generally have the capacity to comply with the extensive new rules; most CSOs do not
even have accountants. The MoF and the Young Accountants’ Union, a local CSO, will organize pro bono training
sessions for CSO accountants to familiarize them with the new accounting rules.

CSO:s are allowed to earn income from the provision of goods and services, including by charging fees and
establishing social enterprises. CSOs can engage in fundraising campaigns as long as they follow the rules on
donations, and compete for government procurements.
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Legal assistance to CSOs has improved over the past few years. In 2018, a project jointly funded by USAID and the
Council on State Support to NGOs under the President of Azerbaijan (hereinafter, the “NGO Support Council”)
developed NGO Azerbaijan, a mobile application that allows users to access information on issues related to CSO
legislation, including registration, regulation of income, and taxation. The app also contains sample documents to
help CSOs in their routine work, such as registration applications, contracts with volunteers, and service
contracts. In addition, some CSO activists continue to benefit from pro bono legal assistance through a Facebook
page called NGO Legislation (QHT Qanunvericiliyi), which is operated by a commercial company specializing in
CSO legislation. In addition, a leading specialist in CSO legislation continues to teach a specialized course called
NGOs and Human Rights at the Law Faculty of Baku State University. Every year, five to ten students complete
this course before continuing their careers with CSOs or government. During the year, the USAID-funded Legal
Enabling Environment Project (LEEP) organized several trainings on CSO legislation, as a result of which dozens of
CSOs from Baku and the regions improved their knowledge of CSO legislation, including reporting obligations,
regulation of income, and tax legislation.

Finally, changes were introduced to the Civil Procedure Code that provide for ex officio advocates (solicitors or
advocates paid by the state to represent particular clients) for civil cases in the courts as well as administrative
arrests. With these changes, CSOs can theoretically use the services of ex officio advocates in cases of
administrative arrest of their members or civil claims—for example, related to registration with the MoJ—at the
courts. In practice, however, state-appointed advocates are unlikely to efficiently defend CSOs or independent
CSOs facing administrative arrests or civil claims.

In a rare occurrence, the International Culture Center won a court case in 2018 against the MoF’s decision to
impose a penalty on it for failure to submit an annual financial report.

ORGANIZATIONAL CAPACITY: 6.1

CSOs organi%ational caRacity did 'not change in 29I8. ORGANIZATIONAL CAPACITY IN AZERBAIJAN
The organizational capacity of regional CSOs continues

to be significantly weaker than that of organizations in
the capital because of their more limited access to
funding (both foreign and domestic), legal and
administrative barriers, and weak human capital.
However, the fact that at least two donor-funded
projects that focus on CSO capacity building—the
USAID-funded Empowering Civil Society Organizations 57

for Transparency (ECSOFT) project and the EU-funded 5.9
Capacity Building of CSOs in Azerbaijan—started in 6
2018 may lead to improvements in the future.

2014 2015 2016 2017 2018
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6.1 6.1
CSOs find it extremely difficult to establish direct
contact with constituencies in the regions due to the
need to receive permission from authorities in order to
organize public events. In contrast, social media offers a relatively free environment for CSOs to communicate
with their constituents.

7

Active CSOs in Baku, as well as some larger CSOs in the regions, adhere to their missions to the extent that
funding allows. Smaller organizations pay less attention to their missions. CSOs have few long-term funding
perspectives, which makes strategic planning impossible.

Separation of powers within CSOs exists mostly on paper. Most CSOs have formal management and governance
structures, but in practice the roles of boards or councils of trustees are limited to satisfying reporting
requirements. The majority of CSOs are believed to have some formal written policies to guide organizational
operations, but these documents are rarely used in practice. Some CSOs have established businesses in order to
avoid the grant registration requirements; such arrangements often lead to conflicts of interest when the
businesses use CSO property.
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Most CSOs cannot afford to keep highly qualified staff on their payrolls, which results in an outflow of
professionals from the sector. Few donors support the administrative expenses of CSOs and therefore, very few
organizations can afford to engage lawyers, information technology (IT) managers, or accountants, much less
fundraisers, human resource managers, or compliance managers. Instead, CSO leaders often perform all of these
functions.

According to the Charities Aid Foundation’s 2018 World Giving Index, 12 percent of respondents in Azerbaijan
reported that they participated in voluntary action in 2017, down from 16 percent in 2016.

Most CSOs cannot afford office rent and instead work from their chairpersons’ houses, especially in the regions.
Very few CSOs own cars. Organizations operating in towns with functioning and reasonably equipped NGO
Resource Centers can use their facilities for events and their day-to-day work free of charge. Although CSOs’
equipment is generally outdated, they make broad use of the internet, which is available in Baku and the regions, to
learn about legislative changes, new funding opportunities, and other important information affecting their work.

FINANCIAL VIABILITY: 6.5

FINANCIAL VIABILITY IN AZERBAIJAN CSO financial viability improved slightly in 2018.
According to official statistics from the Mo, CSOs’
2014 2015 2016 2017 2018

| : i : ; income increased by 45.6 percent between 2017 and
’ 2018, reaching AZN 213.9 million (approximately $125
million). In addition, there have been some positive
developments with the registration of foreign grants,
donations, and service contracts. In 2018, the Mo
registered at least twelve grants from the Embassy of
Japan, several from the EU, UN, and Eurasia Foundation,
and at least one from USAID, while in 2017, only a few
foreign grants were registered. Some of these grants
involve sub-grants to other CSOs. However, funding
from the NGO Support Council and Youth Fund
continue to be the key funding sources for most active
7 organizations.

Over the past few years, many CSOs started to receive foreign funding through affiliated commercial entities and
individual service contracts. Some CSOs note that their grant history has suffered as a result of this practice,
making them ineligible for large donor grants. In 2017 and 2018, the NGO Support Council suggested an
alternative funding scheme in which a donor wires funds to the bank account of the NGO Support Council, which
then wires it to the local organization. Under this scheme, the NGO Support Council also ensures approval of the
grant from MoJ. This channel has been utilized in at least one case.

The largest government donors include the NGO Support Council (which financed 576 projects valued at nearly
AZN 4 million (approximately $2.3 million) in 2018), Youth Fund (which awarded 99 grants to CSOs valued at
AZN 683,500 (approximately $400,000) in 2018), State Fund for Support to the Development of Mass Media, and
the Science Development Fund. In 2018, three new government bodies—the Ministry of Labor and Social
Protection of the Population (MLSPP), Ministry of Health, and Ministry of Agriculture—began awarding funds to
CSOs, bringing the total number of government bodies that award grants to CSOs to twelve. In general, the
government advertises calls for funding online and shares them in the media. In 2018, grant competitions were held
in areas including civil society strengthening, cultural diversity, human rights, human trafficking, women’s rights,
rights of internally displaced people (IDPs) and refugees, rights of the disabled, environmental protection,
education, culture, and history.

Although its internal regulations only allow it to issue one grant per CSO each year, the NGO Support Council has
the most transparent grant procedures of these bodies. In 2018, it introduced a number of electronic novelties in
the grant application and administration procedures, including an e-system to schedule contract signing; e-
submission of project reports; and e-communication between the project team and the NGO Support Council’s
staff.
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The government continues to introduce the use of social contracting—outsourcing of social services—to CSOs. In
2018, MLSPP awarded social contracts to a total of eighteen CSOs.

CSOs rarely pursue funding through membership fees, local donations, or commercial tenders. Some CSOs collect
local donations by placing cash boxes at shops or markets, despite the fact that there is no legal regulation of such
fundraising. Local businesses such as Azercell and Azersun continue to support CSOs engaged in charity and sports
events.

A limited number of CSOs have strong financial management systems. The financial capacities of regional CSOs are
especially limited. The majority of CSOs do not publish annual financial reports with financial statements, despite
the fact that they must submit this information to the MoF.

Some banks have created additional bureaucratic obstacles for CSOs by requesting copies of contracts for all wires
received and proof of registration from Mo]. In addition, banks refuse to issue debit and credit cards to CSOs.

ADVOCACY: 5.6

CSO adyocacy improved moderately in %QIS. Compared ADVOCACY IN AZERBAIJAN
to previous years, some government entities
demonstrated increased will to collaborate with CSOs,
enabling a broader range of CSOs to participate in
decision-making processes.

2014 2015 2016 2017 2018
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CSO-government cooperation channels widened during

the year, with CSOs providing more policy

recommendations and participating in public councils,
discussions, and working groups. For example, the 5
Azerbaijan Microfinance Association submitted a package

of proposals to the MoF to address the issue of problem

loans, some of which the MoF accepted for further

discussion in 2019. Similarly, the Ministry of Agriculture
consulted agriculture-focused associations and took into
account some recommendations related to microfinance
schemes, agricultural development of rural areas, and other issues. In addition, the Ministry of Agriculture
established a separate unit to work with associations and created a WhatsApp group to facilitate communication.
The Center for Economic Reforms also involved CSO experts in consultations. In April 2018, the State Committee
on Property Issues (SCPI) invited CSOs to a Business Dialogue on real estate and in October 2018 it participated
in a public dialogue with some thirty CSOs on the registration of real estate as part of the Dialogue Platform of
State and Civil Society for Promotion of the Open Government Partnership (OGP, known as the OGP Platform).

The practice of organizing public discussions of draft laws with the participation of independent experts and CSOs
also improved to some degree. In 2018, a parliamentary committee organized public discussions of the draft Law
on Developing Small and Medium Entrepreneurship and the draft Law on the Protection of Children from
Dangerous Information. Other discussions were held during the year on amendments to the Anti-Corruption Law
related to whistleblower protections (under OGP), and bylaws regulating social issues (with the participation of
the public council under MLSPP). A health organization submitted a package of proposals to parliament in 2017,
which were discussed at the Health Committee in 2018; the law was still pending at the end of the year. However,
consultations with CSOs regarding draft legislation are still not organized consistently. In particular, the Cabinet of
Ministers never holds public discussions with CSOs, even on issues that directly affect them.

The Law on Public Participation, which entered into force on June I, 2014, provides a legal basis for citizens to
participate in governance through various mechanisms, including public councils, which serve as consultative bodies
to the government. Its implementation, however, is still weak. In 2018, more than ten state bodies—including
Azerbaijan Service and Assessment Network (ASAN), MLSPP, Mo), State Migration Service, and the Committee on
Women, Children and Family Affairs—had public councils with CSO members. The process for setting up the
public council in the Ministry of Health began in 2018.
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Other advocacy instruments also exist on paper, but are not implemented at present. For example, the
Constitution stipulates that 40,000 citizens can initiate legislative initiatives; however, the supporting legislative
framework to exercise this constitutional provision does not yet exist. In addition, the Law on the Status of
Municipalities stipulates that citizens can participate in local self-governance through mahalla committees, voluntary
unions of local residents. Municipalities should take into account the decisions adopted by mahalla committees and
reply to their requests within a month. In practice, however, these do not function, with the exception of a limited
number of active mahalla committees and even these do not have significant impact.

In 2018, the government of Azerbaijan demonstrated its willingness to re-activate its status in the OGP, which was
suspended in 2016 due to unresolved constraints on civil society, and actively cooperated with civil society to this
end. The NGO Support Council provided funding to ten projects aimed at assisting implementation of the OGP
National Action Plan. CSOs engaged with the government on issues related to transparency, provided public
feedback on government bodies’ services and performance, provided assistance through public councils, raised
public awareness, and organized public discussions. For instance, on July 28, 2018, the OGP Platform, which
includes CSO representatives, discussed research findings on the application of transparency principles and
standards governed by ASAN service centers and made recommendations. On February 5, 2018, the OGP
Platform held a public discussion on the draft Law on the Chamber of Accounts. During the year, it also held a few
other roundtables in cooperation with CSOs, including on CSO work in Azerbaijan. In addition, the OGP Platform
successfully cooperated with the government to prepare the Strategic Roadmap for preparation of the new OGP
Action Plan for 2019-2020. After the Platform suggested that the transparency of public agencies’ financial
expenditures be improved, the Cabinet of Ministers issued a decree to make financial disclosure mandatory.
Despite these efforts, the OGP extended Azerbaijan’s suspension in December 2018, because “the core issues
raised...remain unresolved.”

Azerbaijan withdrew from the Extractive Industries Transparency Initiative (EITI) in 2017 following the country’s
suspension from the EITI Board in October 2016 for failing to make satisfactory progress on civil society
engagement. No efforts were made to rejoin this platform in 2018.

Citizens engaged in a successful public advocacy campaign, primarily on social media, opposing an amendment that
envisaged a considerable increase in fees for the collection of wild fruits and berries. As a result of the online
protest, the amendment was annulled by a presidential decree in February 2019. While this was not a win for any
particular CSO, it demonstrated the power of collective outrage channeled into online advocacy.

Existing CSO advocacy platforms include the National NGO Forum, Anticorruption Coalition, South Caucasus
Women Congress, National Platform of the Eastern Partnership Civil Society Forum (EaP CSF), and OGP Platform.

Advocacy activities still remain limited, especially in the regions. Advocacy capacity is limited mostly to Baku-based
CSO:s. In the regions, CSOs’ capacity to advocate is also limited by the de facto requirement to obtain approval
from the local executive authorities prior to organizing any public events.

Although social media usage is still relatively limited in Azerbaijan, social networks present great potential for
advocacy. However, regional CSOs are not well-versed in the use of social media and even Baku-based CSOs do
not make full use of this medium.

While CSOs continue to engage in advocacy on the international arena, lack of funding continued to limit these
efforts in 2018.

CSOs engaged in several advocacy efforts aimed at loosening the restrictive environment governing the sector,
largely within the OGP Platform.

SERVICE PROVISION: 5.4

CSO service provision did not change notably in 2018. CSOs provide services in a diverse range of areas. CSOs
engage in research, assessment, monitoring, and training services for other CSOs, international and foreign CSOs,
businesses, and academia. People with disabilities supported by CSOs have started producing and selling handmade
products to meet the growing demand for such goods due to the development of tourism in the country. The
government’s Easy Support to Family Business (ABAD) program continues to support such initiatives by organizing
the sale of such products at the central railway station in Baku, the airport, and in the Old City.

The 2018 CSO Sustainability Index for Azerbaijan 35



SERVICE PROVISION IN AZERBAIJAN It continues to be easier for CSOs to register service
contracts than grants. However, CSOs often provide
services indirectly by concluding service contracts with
donors or other customers through affiliated commercial
organizations or individuals. The legislative framework
46 for the registration of service contracts did not improve
in 2018.

2014 2015 2016 2017 2018
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5.0 Although there has been a slight increase in the scope of
5] services rendered by CSOs on a paid basis, only a few
professional CSOs are able to provide services in the
market on a competitive basis. For example, GABA

54 54 provides services related to agricultural consulting,
organic production, agribusiness, and small farm
development, while the Azerbaijan Microfinance
Association provides training on financial literacy,
business planning, fundraising, and women’s small business development. Since beneficiaries of CSO projects are
often poor and cannot afford to pay for services, many CSOs prefer to work on technical assessment reports and
other services that predominantly meet the needs of donors or specific clients (such as academia, international
organizations, business agencies, or the government) instead of CSOs, local communities, or the population in
general.

6

The 2012 Law on Social Services provides a framework for the state to engage in social contracting with CSOs.
State orders for the provision of social services are easier than grants in terms of their legalization and registration.

SECTORAL INFRASTRUCTURE: 5.8

The infrastructure supporting the CSO sector improved
slightly in 2018. Local entities offered more training
opportunities and intersectoral partnerships between
CSOs and the government expanded.

The UN Refugee Agency (UNHCR) established a

network of regional NGO Resource and Training

Centers in the late 1990s under the NGO Forum to

boost civil society in the provinces of Azerbaijan. This

network continues to provide technical and 5
infrastructure support and arrange training programs for
local NGO:s. It also provides fee-based services to Baku-
based organizations related to the organization of events
and contacts with regional CSOs. The government has
noted this network’s efficacy and in late December 2018,
the NGO Support Council announced a grant
competition to further advance the centers, with grants of up to AZN 30,000 (approximately $17,500) for Baku-
based resource centers and AZN 20,000 (approximately $11,500) for region-based centers awarded in early 2019.

SECTORAL INFRASTRUCTURE IN AZERBAIJAN

2014 2015 2016 2017 2018
1 | | | 1

6

In 2018, a variety of venues continued to offer space for CSO events, both in the capital city and the regions.
These include the International Press Center in Baku, Olympic Complexes, H. Aliyev Centers, Youth Centers, and
Baku Congress Center. These facilities are well-equipped and are available for CSO events upon request either for
free or at discounted rates, although they may still be selectively denied to critical voices. The Youth Fund
provides youth CSOs access to the luxurious Baku Congress Center at discounted rates. The Women Resource
Centers (WRC) also provide space for CSO events.

In theory, the Eastern Partnership Civil Society Facility, an EU-funded project that provides technical assistance to
civil society actors in Eastern Partnership countries, provides support to Azerbaijani CSOs; however, as it lacks a
local registered representative office, as required by 2015 rules, onsite support is impossible. Therefore, the
support provided by this facility is limited to fellowships and events organized internationally.
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There are several national CSO platforms, including the National CSO Forum, which was established in 1999 with
675 CSOs, and the independent Azerbaijan National Platform of the EaP CSF, which was established in 2009 and
unites sixty-three CSOs. As in previous years, regional and international platforms, such as the South Caucasus
Women’s Congress and Human Rights House Foundation, were only engaged in Azerbaijan to a limited extent, for
example by funding the participation of CSO representatives from Azerbaijan in events or arranging advocacy
campaigns abroad.

A few capable local CSO management experts who used to work for international CSO capacity-building programs
found that demand for their services increased with the improvements in grant registration in 2018, especially in
the regions. As a result, they started to offer training on such topics as project management, report writing,
fundraising skills, strategic planning, and online communication strategies. In addition, the NGO Support Council,
Azerbaijan Anti-Corruption Academy, Bank Training Center, and MG Consulting LLC all offer local training
opportunities and materials in the Azerbaijani language. Some CSOs, such as the Law and Development Union, also
share their expertise through webinars. According to official statistics from the NGO Support Council, a total of
491 trainings were held under projects implemented with its funding in 2018, a notable increase from 280 in 2017.

Intersectoral partnerships improved in 2018. The most successful example is the OGP Platform, which unites ten
public agencies and forty-four CSOs. In 2018, the Platform was more active than in 2017. It presented the results
of monitoring the implementation of the OGP National Action Plan for 2016-2018, and arranged advocacy events
with several public agencies, though its ability to impact decisio