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The Civic Forum in late 2001 significantly 
changed the vector for the development of 
the NGO sector in Russia. While the im-

mediate results of 
the event included 
more press cover-
age for the third 
sector and in-
creased dialogue 
in specific regions 
of the Russian 
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in dialogue with local and federal authori-
ties, both within the scope of the Civic Fo-
rum and outside it. Further, experts noted 
that local NGOs have become more active 
in developing local sources of funding and 
better at targeting and meeting local com-
munity needs. 
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While not producing concrete legislative 
change, the Civic Forum provided, and 
continues to provide, the NGO sector with 
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predictable. Nonetheless, experts 
hat, despite the many challenges 
ng, this year marked a positive 
point for NGO potential in Russia. 
ear’s NGO Sustainability Index 
mprovements primarily in the areas 
l Environment, Advocacy and Ser-
vision. 

e past year, NGOs have noted 
tive and qualitative improvements 

a mechanism for engaging federal struc-
tures in constructive dialogue. The key 
opportunity now is for the NGO community 
to effectively leverage this dialogue into 
concrete change. 
 
Despite these advancements, significant 
challenges remain to the development of 
an independent NGO sector. Under the 
current framework of “managed democ-
racy,” federal and local authorities allocate 
most of their support to so-called govern-
ment-organized NGOs (GONGOs). These 
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NGOs were either established by the au-
thorities themselves to affect public opin-
ion or have been almost fully integrated 
into local government campaigns. Exam-
ples include a number of NGOs estab-
lished and supported by the Central Elec-
tion Commission to affect local election 
outcomes and a network of environmental 
assessment organizations set up and 
funded by the Ministry of Nuclear Power. 
The fact that the government invests re-
sources into these NGOs demonstrates 
that it recognizes the need for civil 

society structures in the general sense. 
However, these GONGOs are seen mainly 
as executive structures for mobilizing pub-
lic opinion in favor of government initia-
tives.  
 
Another major issue hindering third sector 
development is the lack of unity in lobby-
ing for reform. While many NGOs lobby for 
their own personal interests with authori-
ties and businesses, NGOs have yet to 
unite to lobby for concrete improvements 
in the legislative infrastructure. 

 
LEGAL ENVIRONMENT: 4.0 
     
The current federal legislation governing 
NGO activities remains primitive and un-
clear. Developed during the beginning of 
the transition period, the current legislation 
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Taxation remains a vexing issue. Russian 
tax legislation is based solely upon the 
needs and circumstances of the business 
community. NGOs lack an independent 
tax status for providing benefits to the local 
community. This is primarily due to gov-
ernment distrust of the NGOs’ and philan-
thropists’ ability to misuse tax benefits. For 
example, the 2001 Tax Code removed tax 
incentives for corporate philanthropy, ef-
fectively discouraging businesses to con-
tribute officially to NGO services.  
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the business community, NGOs are gen-
erally taxed at a similar rate for all reve-

NGOs face a similar situation regarding 
earned income. As the tax laws focus on 
the business community, NGOs are gen-
erally taxed at a similar rate for all reve-

143  



2002 NGO Sustainability Index  

nue-generating activities. However, local 
and regional tax incentives for small busi-
nesses do not pertain to NGOs. Further, 
for-profits have more liberty in developing 
start-up capital and manipulating assets. 
In short, the government taxes NGOs as 
business structures but does not use taxa-
tion to stimulate activity as with business. 

These legislative regulations significantly 
impede the potential of the NGO sector to 
raise local, private donations. The mecha-
nisms that would make it possible to bring 
the citizens’ funds into the non-profit pro-
jects are absent both at the federal and 
regional levels.  
 

  
 
ORGANIZATIONAL CAPACITY: 3.9 
 
NGO organizational development remains 
highly individualistic and dependent upon 
each organization’s leadership. NGO 

leaders and direc-
tors still retain a 
high degree of 
control in their or-
ganizations and 
NGO internal 
governance struc-
tures remain 
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time staff. The expertise developed in the 
NGO sector over the last 10 years is 
slowly being siphoned off by businesses 
and government structures that have 
come to recognize the talents and skills of 
NGO professionals. As businesses and 
governments recover from the economic 
crisis of August 1998, they are now able to 
provide competitive salaries with which 
NGOs are unable to compete. For this 
reason, many trained NGO specialists are 
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weak. Public per-
eption of individual NGO executives con-
nues to play a leading role in organiza-
onal fundraising and busi-
ess/government partnerships.  

GO development in the areas of tele-
ommunications and technical resources 
mains high. Donor emphasis on informa-

on resources and communication has al-
wed NGOs over the past year to develop 
e potential for communication, informa-

on exchange, and direct access to infor-
ation resources. 

ver the past year, the NGO community 
as noted both an increase in full-time 
taffing and a low retention rate for long-

moving to business and/or government 
and now serve mainly a consultative role 
to NGOs in their areas.  
 
Finally, the NGO community has noticed 
an increased willingness on the part of do-
nors to invest in NGO organizational de-
velopment and asset building. While local 
donors previously focused all their invest-
ments into programmatic activities, they 
are now realizing the benefits of strong or-
ganizational capacity in implementing pro-
grams and projects. One of the main goals 
for the NGO community in the coming 
years will be to identify criteria and evalua-
tion mechanisms for judging organizational 
capacity so that investment in this area 
can be better targeted. 

INANCIAL VIABILITY: 4.4 

 general, NGO financial viability remains 
eak. Most organizations do not have 
uaranteed funding for more than 2 to 3 
onths at a time. The poor social and 
conomic situation, the absence of experi-
nce in, and traditions of, corporate giving 

and the low average household income 
place objective constraints on the flow of 
funds to the non-profit sector. Current leg-
islation discourages donations and in-
creases the costs of fundraising activities. 
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Finally, there is no 
legislative basis for 
the creation and 
maintenance of en-
dowments. 
 
However, develop-
ments over the past 
year are encourag-

ing. Corporate philanthropy is increasing 
at a notable rate. Multi-million dollar com-
munity development programs by such 
large companies as Yukos Oil and Alfa-
Bank are opening new opportunities for 
NGOs to tap corporate donors. The num-
ber of large corporations engaging in sys-
tematic philanthropy is set to rise in the 
next few years. Regional businesses have 
also begun exploring systematic philan-
thropy to replace the in-kind donation 
mechanisms of previous years. 
 
Further, local government administrations 
are rapidly promoting the use of municipal 

grants and competitive procurement pro-
cedures to increase the role of NGOs in 
community development. For example, the 
Irkutsk regional government increased its 
municipal grant program to 2.5 million ru-
bles last year in an effort to stimulate NGO 
involvement. Although still opaque and 
fraught with allegations of corruption, 
these municipal and regional mechanisms 
provide NGOs with an increasing diversifi-
cation of funding resources. To further this 
trend, NGOs must do a better job of clari-
fying their economic contribution to local 
communities and presenting themselves 
as economically efficient service providers. 

FINANCIAL 
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Overall, data on the financial status of the 
NGO sector is scarce. While it is evident 
that corporations and governments are 
coming to play a larger role in the financial 
viability of the third-sector, the bulk of 
funding remains in the “off-the-books” area 
of individual, one-time contributions and 
donations. 

 
 
ADVOCACY: 4.2 
 
Despite continuing problems, NGO advo-
cacy has improved significantly over the 
last year. On the federal level, this im-

provement is in no 
small part due to the 
Civic Forum held in 
late 2001. Even at the 
start-up and prepara-
tion stages, federal 
governments included 
NGO leaders in the 

design and content of the forum. Approxi-
mately 5,000 NGO representatives from 
the Russian regions participated in the 
event and contributed actively to the 20-
odd discussion panels. Significantly, sev-
eral regional administrations have jumped 
on the bandwagon to create regional civic 
forums in which NGOs are encouraged to 
dialogue with legislators and businesses 
regarding regional development.  
 
However, the Civic Forum is widely con-

ceded to be a trial mechanism. Neither the 
federal government nor NGOs were prop-
erly prepared to engage in well-founded 
debate regarding many of the issues in-
volved in civil society development. Many 
of the NGO participants used the Forum 
as a mechanism to advance their own in-
terests and not those of the sector as a 
whole. The fact that none of the recom-
mendations were immediately enacted in 
federal legislation demonstrated that the 
federal government still lacks mechanisms 
for operationalizing NGO input into the pol-
icy process. Nonetheless, the Forum was 
a powerful mechanism for stimulating dia-
logue on the federal level and provided a 
launching pad for further debate.  

ADVOCACY 
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This past year has also seen a noted im-
provement in NGO input into the develop-
ment of local and national policy. For ex-
ample, the INDEM Foundation’s “Anti-
Corruption Report” was widely distributed 
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and discussed in government circles. Fur-
ther, NGOs played a significant role in 
lobbying for the “Alternative Civil Service” 
(ACS) Bill that allows youth to choose be-
tween community and military service. 
 
Two key issues still hindering NGO advo-
cacy are the lack of transparent informa-
tion and well-founded research. The lack 
of transparency in information provided by 
government structures makes it difficult for 
NGOs to design and construct convincing 
arguments for policy change. Further, the 
lack of qualified research in economic and 
social community development makes it 
difficult for NGOs to use facts and data to 
back up their policy recommendations. 
 
Experts also noted that NGOs have be-
come more sophisticated in their political 

lobbying processes. While far from being 
highly effective in this area, NGOs are be-
ginning to move away from ineffective 
models of public campaigning and have 
begun working with professional lobbying 
groups and other politically influential 
groups such as business and party lob-
bies.  
 
In the area of advocacy for legal reform, 
as mentioned previously, leaders tend to 
agree that the current NGO legislation is 
out-dated. Several bills currently being de-
bated in the federal Duma to improve the 
NGO infrastructure (such the laws On 
Foundation, On Profit-Generating NGO 
Activities, and On Social Order) were 
drafted several years ago and are still 
pending. 

 
 
SERVICE PROVISION: 3.7 

Although the data on NGO service provi-
sion is effectively non-existent, several 
trends in the NGO community indicate that 
NGOs are becoming more active in meet-
ing community needs.  
 

Primary among these 
trends is the increased 
recognition by local 
governments of NGO 
potential in providing 
social services. Gov-
ernment investment in 

mu
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Further, as the Russian economy begins 
to stabilize and NGO financial viability 
slowly increases, NGOs are better able to 
provide regular, on-going services as op-
posed to services provided under one-time 
“projects” supported by donors. However, 
as noted by the expert panel, NGOs are 
severely lacking in their ability to effec-
tively market and evaluate these services. 
Due to current tax legislation, NGOs have 
yet to be able to actively engage in on-
going fee-for-service activities. Low per 
capita income does not allow for many 
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NGO services through 
nicipal grants and competitive pro-
ement is increasing the role of NGO 
vice provision that is sanctioned by lo-
authorities. While most NGOs cannot 
pete with the physical and/or human 

ources of government service provid-
, their role in community service provi-
 is increasing.  

citizens to pay for NGO services. Further, 
the lack of tax benefits effectively places 
NGO and private services at the same 
cost. 
 
However, the increased flexibility of local 
governments to solving community prob-
lems and increased investment by busi-
ness demonstrate that the potential for 
NGO service provision is quickly rising. 
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INFRASTRUCTURE: 3.2 

The regional infrastructure for the non-
profit sector across Russia remains stable. 
Local resource centers (RCs) continue to 

be funded primarily 
by international do-
nors. These RCs 
provide critical ser-
vices to start-up 
NGOs and act a fo-
cal point for local 
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As mentioned previously, the Russian le-
gal framework does not yet provide for the 
critical establishment of endowments.  
 

ST  Large NGO coalitions have been less no-
ticeable over the last year, primarily due to 
the attention generated by the Civic Fo-
rum. However, many coalitions continue to 
exist and advocate for improved policy and 
legislation. Some of the more active coali-
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coalitions. RCs 
in important relationships with local 

nments and act as a marketing 
nism for local NGOs. Without the 
local governments would not have 
sources or the organizational capac-
organize NGO fairs, conferences, lo-
nt competitions, and inclusive public 
gs. In short, resource centers con-
to provide valuable services to both 
 and local governments. 

non-governmental, grant-making 
res have also shown little progress 

he last year. Although large corpora-
have started to increase their grant-
g budgets, these funds are mainly 
uted through federal organizations. 
 20 active community foundations, 

hose in Togliatti and Tyumen have 
successful in cultivating funds from 
donors for community development. 

tions include those promoting democratic 
alternative civil service, an improved juve-
nile justice system, the creation of a hu-
man rights ombudsman, and local budget 
transparency. Each of these coalitions 
unites NGOs and NGO leaders across the 
regions of Russia for advocacy at the local 
and federal levels.  
 
Nationwide “literacy courses” in NGO de-
velopment are still widely offered, although 
the need for such training, which is primar-
ily targeted at the grassroots level, has 
diminished. Many NGOs are over-trained 
in the basics of grant writing, fundraising, 
accounting, etc. While some leading train-
ing organizations have begun to re-focus 
on specialized professional training, the 
bulk of NGO training programs have yet to 
specialize or keep up with the changing 
demand of a more sophisticated and ma-
ture NGO community. 
 
 

IC IMAGE: 4.4 

Public perception 
of NGOs continues 
to suffer from the 
scandals and mis-

representation 
NGOs suffered in 
the early and mid-

conduct effective outreach as well as a 
lack of effective representation in local 
press. 

 

 
Most NGOs concentrating on providing 
services have little or no resources for 
marketing or outreach. Very few NGOs 
PUBLIC IMAGE
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1990s. Overall, the 
al public still remains ignorant of 
activities and the public benefits they 
e. This is in part due to the inability 
al NGOs to market themselves and 

can afford staff dedicated to public rela-
tions and outreach. 
 
Further, mass media remains focused on 
the humanitarian side of public services 
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more often highlighting individual cases of 
assistance to children and pensioners or 
other disadvantaged members of society. 
The journalism community has yet to focus 
on the way in which NGOs meet overall 
community needs or the economic and 
social benefits of NGOs in their regions. 
Federal mass media have become more 
sophisticated at illustrating the ways in 
which NGOs and businesses are system-
atically addressing community needs, but 
these media outlets are still in need of 
powerful examples and consistency of re-
porting. Unfortunately, the PR potential of 
the Civic Forum served more as an adver-
tisement for the federal government in its 
campaign to develop civil society than a 

means of popularizing the concept of civil 
society.  
 
On a positive note, perception of the NGO 
community by government and business 
has improved significantly over the last 
year. As mentioned previously, govern-
ment structures have come to see NGOs 
as viable partners in community develop-
ment and are demonstrating this recogni-
tion by allocating municipal funds to NGO 
projects. The increase in corporate philan-
thropy also demonstrates that the busi-
ness sector has come to see NGOs as an 
effective and honest mechanism for fun-
neling donations and contributions to tar-
get groups. 
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