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Abstract

The aim ofthis reportis to foster existing debate about the roléh&finternational donor support in the
development of civic advocacy the post soviet environment. Byaboratingon both the failures and
successs of donor support anaghlighting existing alternative financial sources for advocacy NGO
This reportwill elaborate on the future directions that donor support should follow to avoid previous
frustrations and m®memore effective

As an example, wheanalyzing Armeniamy researchashighlightedthe importance to foster
financial longterm viability of the NGO sector It further examinesvhat the donor communityshould
do to ensure the financial viability of advocacy NGOs in Armenia.

My reseach has showrthat although international donor support has largely contributed to the
development of advocacy capacity of NGOs in post soviet Armenia, it falddvelopa financially
sustainablgFS) sector of civic advocacy, independent from donordfng. My researchhave further
argue that there is a need to review strategies of local NGOs and donor organizations and derive
significant efforts towards ensuring instructional development of the advocacy NGOs in Ariama
also needs to be promotion of long term viability ofthe NGO sectorand building new forms of
financial strategies among local NGOs and donor communitikswise, one mustake into account
the current economic, social and legal context of Armenia, shrinking donor suppott leaghto
complete paralysis of NGO advocacy.

Through myresearch and analydidhiave found aaumber of important findings. Based on these
findings | have put forthcertain recommendations on optional models of fundraising for advocacy
NGOs and recommentians for donor communitiesn how to contribute to financial sustainability of
advocacy NGOs in Armenidly research has wider implication, since the strategies of NGGtéwny
sustainability can be replicated throughout various post soviet countriesh fdce the similar

challenge of reducing donor support for civic advocacy.



The Role of International Donor Support in Promoting Civic Advocacy in Post Soviet Area:

Conflicting strategies: Sustainable NGO Advocacy Sector or Goal Oriented Advocacy Groups?

According to ongoing academic debate, international donor aid to NG@spastsoviet environments

can be divided into three phases (Caroth&pp During the firstphase, which wam the early 90s,
somewestern private foundains and a few official aid agencies provided a small amount of support to
the newly emerging civil society groups involved in public interests advocacy. The rational was to
nurture nonpartisan civil society organizations as future incubators of demobwaayy the second
phase, which lasted motkeana decadend started from mid 9€@snor aid to NGO sector was largely
increased. Aid began to go beyoatyocacy NGOs and towards teervicedelivery NGOs working in

child protection, public health, youthdecation, training and other ngquolitically oriented fields. Tis
thenlead to an overall NGO mushrooming in fhestsoviet environmentfollowed by apattern of most
NGOs becoming grant seekers. During the ongoing ghese which NGOsn Armeniafacepresently

donor aid for civil society is shrinking as major sources of aid are pulling outgoshsoviet countries,

like Armenia,as a result of changing priorities of donor organizations and changes in international
context..

By using the USAID sategy inthe postsoviet area as an example, the main changes in the causes and
general impact of donor support tftte NGO sector can be traced. The USAID strategy for supporting
the Third sectqrnon forprofit sectorduringthelast two decades has ex@aced radical alterations that
had an immediate impact on the development and sustainability of the Sector. The primary objective of
the USAID agency was to expand thN&GO sector in order to boost the public participation in decision
making. Hencgthe resources were spread rather widely and generously, which resulted in thousands of
registered NGOsvho werdargely situatedn major urban centers. Leaders oéseNGOs were highly
westernized English speaking and men and women. But as a rule, thesuaididading organizations

lacked the capacity and influence to impact decision makingpadth thenational and local levels.
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Hence the shift of support towards strengthening the civil society organizations in smaller

communities and rural areaseme madeto ensure the real involvement tfe Third sector inthe
decisionmaking. USAID projects aimed at supporting grassroots gromps were involved in
addressing dato-day problems confronting citizen¥hus most of those NGOs were involved in
service proision. (Carothers,1().

According to an ongoing academic debate, a twin road strategy has largely contributed to the
strengthening of Third sector in thmstsoviet environment, due to cleaut links between NGO
implemented programs and the direct bemries in communities. Advocacy at the grassroots level has
also been reinforced since NGOs are increasingly involved in advocacy projects aimed at decision
making at the municipal level by advocatibg hawe public hearings on the budget at town hall
meetings, and for a community development committee.

But as the main expectation of théSAID was to see the Civil Society OrganizatiotS8SO)
strengthening democratic institutions and ensuring checks and éstHnstate power at the national

level, the donor finances have been shifted towards supporting result orienteetesimoprojects, with
tangible results and outpufBhis strategy does not necessarily assume the sustainabMtgO sector,

but the ability to execute pressure on public denisitakers and mobilize public pressure to ensure
balanced state power and public participatiogeéneraldecision making(Carothers8-10pp.

In the future, he shape that donor assistance may take is still unclear but the key strategy is to draw the
right implications from previous failures and successes and uncover future directions to support

Advocacy NGOs by avoidingrevious frustrations.

What are the alternatives?

There are two alternatives that warrant discussion in current academic. délestty, direct donor

resources towards strengthening NGO skills and the environment necessary for the establishment of
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long term sustainable Third sect®econdlyto support projects aimed at developing NGOs as tools

ensurechecls and balanesof statepower.

There is another legitimate concethat an established democratic government will consume all the
donor financial support to strengthen its own state institutibalsing into account the magnitude of the
problems, including socteconomis, newly established democratic states are not able to provide
enough support and meet peopleds needs. The | a
communities and address their major problems might lead to major grievances and weaken the
legitimacy ofanewly established democratic government.

So we need a strong sustainable NGO sector not only to establish the democratic way of governmen
but to preserve the sought after legitimacy of the government.

Postsoviet countries are faced withdifficult choice. Whether to foster the shéerm goal oriented
activities of Advocacy NGO® promot public participation in the public decision making and ensuring
balanced state power, or to support the {tergn sustainability of NGOs and strengthégmocratic
institutions fromthe grassroots. Both options offer advantages as welha@sble drawbacks, as there
are sharp visible and invisible differences that might play a key role in determining the suaads of
implemented strategy.

The @ncen is, as in most cases, that NGOs having high advocacy and lobbing skills are not linked to
grassroots programs at | ocal l evel s. Ordinary
which are active in national levels. To support the Advocacy N@&@s are linked to grassroots
programsat local levés might be more time consumingowever, itwould ultimately be much more
effective in ensuring the strong participatory role of the Third sector in strengthening democratic
institutions and fosteringyblic participation. The legitimacy @ democratic government will be better
sustained if theres advocacy NGOs that works at the community levels. Taking into account the

magnitude of the problems, including seeiconomis, states in most of the posiset republics are
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not able to provide enough suppoi@ me e t peopl ebdbs needs. The | ack

supposed to be closer to communities and address their major probightdead to major grievances
and weaken the legitimacy of goverant. (Hermargl 2)

The holistic approach is not always applicable, as the nature of the challenges confronting NGOs in the
postsoviet countries is quite different depending on the region. In Central and Eastern European
countries Advocacy NGOs have nohly achieved the establishment of a fairly supportive legal
environment for NGO sustainability but also have new funding opportunities through the European
Union. While in other regions, Advocacy NGOs have to confront not only the scarcity of donortsuppo
but also hostile legal environments that hamper the sector develophiemefore, strategiesthat
support the Third sector in those countries should be different frolattee It shouldalsobe taleninto
account the differensan the level of ecoomic development as theiga visible dependence between
the NGO sector sustainability and economic situation in the country.

The NGO advocacy sectarho arein largely consolidated democracies dueheir favorable legal
environment and capacity otheir sector, shouldalwayslook for new ways to promote success by
attracting new financial resources not only by diversification of donors portfolio, but also serving as an
expert source for media, government policymakers, and local institutions. Taiilitamf NGOs to
execute ths sophisticated survey data and information gathering might be an important asset to
Advocacy NGOs in improving service delivery.

Advocacy groups in new democracies have a better chance of using local resources, such a:
implementation ofion- profit activties that might act as source of financial support for group advocacy
work. Advocacy for more NGO friendly legislation might create a legal environment that boosts the
Third sectords financi al sustainability.

Incomtries with an autocratic form of governmen

is still vital. Donois financial presence will ensure not only the continuity of advocacy projects deemed
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to ensure public pressure on decision makersthwill also serve as political incentive for autocratic

governmerg not to halt repression of the Third sector. Advocacy NGOs may also find allies in local
governments, lower level public officials, oppositional public parties, and municipal level government
officials, who are under the direct pressure ftbmgrassroots level (Herma@7p.).

Regardless ofthe major differences ithe levels of economic developmeait a country thestrength of
democratic institutions in a country are fundamental strategibsdiffering levels of effectiveness for

advocacy NGOs to gain financial sustainability.

Strategies for Advocacy NGOs towards Financial Sustainability

Current academic research on the NGO sector categorizes NGO revenue into three main groups.
1. Governrent funding, including a broad range of direct and indirect support, state subsidies,
government grants, contracting, and exemptions from taxation.
2. Private giving or philanthropy: Private giving usually comes in the form of cash mudin
donations fom individuals, businesses, and foundations or other-gnaking legal entities. The efforts
of volunteers may also be considered donations and can be embraced by the concept of philanthropy.
3. Seltgenerated income: Sejenerated income includes memgbep dues, fees and charges for
services (that is, economic activity), as well as income from investng®idere, 1.)
In 2003, John Hopkins Universigonducted acomparativenon-profit sector project, which compared
NGO income in 35 countries, includjriive countries of Central and Eastern Eurdpe,findings of this
projectrevealed that:
A Sgerierfated income is the dominant source of revenue in nearly every country surveyed (53%);
A Government or public s e csbumceof NGOpnane (35%9;] so ac
A Pr i v aitteat ig individualy corporate and foundatibased philanthropy accounts for
only a smaller portion of NGO income (12%)adziMiceva,(2005,p.5)

There arestrategieshat might be used by advocacy NGO®nsure their financial sustainability.
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Advocacy NGOswho face the challenge afemainingsustainablemight use strategy of coalition

building. For example, strategic partnerships vpittitical parties will aid in a specific public agenda.
This kind of cooperation, if proven to bestrong tool of advocacy, might serve further as a source of
financial sustainability.

Collaboration with theprivate sector is another vehicle for NGO financial sustainability and for
effective advocacy. Therivate setor has largely been recognized as a financial source for NGOs
Frequently the interests of the business sector and Advocacy NGOs overlap with the fight against
corruption, against government abuses, and greater transparency in legal requirements,adevam
To minimize the risk of ineffective coalition building, the establishmerfuaibrella organizationsor
secretariats will enable the coordination and linkage of various ties in the coalition, including NGOs
with local and urban communities.

Advocacy NGOs involved irservice delivery, provide services for their beneficiaries, such as
trainings, consultation, ex., might also use government funding as a tool for sustainability, as is the
case in most Western European countries. It is obvious tatgments in thpostsoviet environment

with scarce resources and capacity to deliver public services willttopartner with NGOs that have
the appropriate skills and capacity.

Percentage philanthropy is another mechanism for NGO sustainabilitywinich taxpayers allocate a
certain percentage of paid taxes to the-pafit sector.The first country to implement this strateigy
Hungary:the allocation amount was 1%. In Lithuari@e percentage of paid taxes that goes to NGOs is
equal to 2 %All othercountries, which have implemented this strategy, the NGO sector has improved
not onlyin its sustainability but alsm its public imageHowever,it is worth mentioning the limitations
of the 1 %law, especially the negative impact that it has omapthropy in general. To ensure that
taxpayers are not paying for the NGO sector twice, the government of Lithuania abolished the traditional

individual donation incentives. Slovenia followed suit, but included corporations as well. Taking into
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account tht allocated money represents a small part of the sector revEmeeaforementioned

strategy might be effective in combination with other sources of funding especially in those countries
that lack a strong philanthropic culture. Another successful sabibip strategy used by the Czech
Government allocated 1 % of the income generated from the privatization efustasterprises to the
nonprofit sector.(Moore, 3-5pp.)

In Croatia, to support the financial sustainability of the NGO sector, the Bueet allocates 14 % of
the national lottery to support the National Foundation for the Development of Civil Society. This is an
example of public funds employed to support the Third sector in the country. This may also serve as a
tool for decentralizinghte government support to NGOs, and similar funds might serve as a source for
organizational development of Advocacy NGOs. The main challenge is to enable transparent and fair
all ocation of the foundationds resources.

Another strategy isndividual philarthropy. This strategy is being useatlie to thegiven economic
difficulties of the regionthat remain underdeveloped. The developmenthef altruistic cultureand
voluntarismj where the individual sé money andtowardsme
Advocacy NGO sustainability, is the main challenge of the sector in passsoviet countriesThe
legal framework might have direct impact on promotion of voluntarism in the country; some countries in
the region, such as Poland and the CzechuBRlap have enacted specific legislation on volunteerism.
Other countries, including Lithuania, have adopted amendments to existing labor law regulations to
ensure that the people involved in voluntarism receive tax exemptiomfhiamare not deprived of
unemployment benefits.

An alternative strategis Community foundationswhich is governed by a crossector board with
representativebom thebusiness, government and NG@ctorsthatare usually organized on the local
level, and act as another altative to foster Advocacy NGO sustainability. This strategy is largely used

in Russia, where moréhan 15 community foundations have been established and are supporting
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scholarships, study visits and exchange programs. If taking into account the urgeior meldcacy

NGOs to develop their skill and capacityeir needs to beegular meetings with their international
counterparts to exchange problem solving technigogkese foundations might serve as an important
tool in ensuring the durability of advacy groups.

One of the most important financial sources of financial sustainability for NGGslfigenerated
income Enabling advocacy NGOs to be engaged in economic activities is one of the tdnaeenges
within the sector. To solve this problethe first thing to be done is the development of business skills
for NGO staffto specifically improe economic and financial planning skills. There are various ways for
NGOs to get involved in businescsi alt henlhsedssgr ipsr
business venture operated by a Social NGO, which aims at empowering NGOs to pursue income
generating ventures. Althougthere isatremendous interest, even among international foundations, the
field has not been propertieveloped enough imé postsoviet environment.

Diversification of financial resources through implementation of various kind$uwdraising
strategies is a different form of strategyhis form of strategys well known in the WestThis form of
strategymight be applicale for countries in theostsoviet environment, if the specific skills and
capacity can be developed among Advocacy NGOs.ifbtludes, butis not limited to, suclkapproaches
as major gifts, special event s, hoaspnahd walaathone)u s ki |

Another strategy that gained large popularity inpgbhstsoviet area ignembership fee collection. At
the same time this strategy might be effective for associations whose members are legal entities anc
directly benefit from memdrshigs, like professional associations, or community foundations. It is
worth mentioning that this strategy is hardly effective for Advocacy NGOs as a fundraising tool. Even in
t he West, mo st N G O sdudato thebhigh amsuat oft worleiag pst into adileetipg |,

membership fees without gaining substantial rewards in refMioore, 5-10). But having larger
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membershipis one of the important conditions for effective advocacy, so this strategy might be used

in conjunctionwith other strategis inorder to ensurénancial sustainability of Advocacy groups.

Sustainable and independent sources of funding are desperately needed for NGOs activities, especiall
now when the overall trend of don omising podsibilitiss d e c
are quite few, the need for foreign support will remain high. Foreign funds should be directed towards
enabling local NGOs to become masters of their own destiny and not increase their operational
dependency on external donors.

An integrative partnership enables NGOs to learn from their Western counterparts by implementing
joint sustainable development projettst will strengthen local partner NGOs and will enhance the
effectiveness and efficiency of the partnersBipnorsshould no ct as a promptensho try to promote
social associations to local NGO®t looking at whais needed irthe local context. Herman, 1p.)

NGOs financial sustainability and country socio-economic state

During the current economic recessi@md thestumbling stock market the economy is softeramngl
privatedonations have been decreasing. As a rasoiit;profit organizationarecurrentlyfacing many
critical challenges. Firt, there haseenan increase irthe number of people that need theargaces
due to their current financial circumstanc&scondly private philanthropy is down and government
budgets are facing shortfalls, which are consideto be the basic financial source for NGO
sustainability. On the other hanthe economic crisefias had adirect negative impact on the
availability of international funds for NGOs, which is an additional challenge for NGOs in post soviet
environmentbecauseanternational donor organizations azensidered to béhe basic source for NGO
financing.

Historically, the rate of charitable givingends todecline during economic downturn€haritable
giving rates fell during the past six recessions in the United States. Rates dropped below zero during

four out of the sixrecessions and almo#ttll down to 1% in 2002, following the recession in 2001.
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Therefore, on -profit organizations who heavily depend upon donations to fund their effavis

directly suffeedfrom the current recessiorData collected during differemiconomicrecessiorperiods
since 1973has shown thatrivate giving fallsanaverage 1.3 to 498. (Grunewald 2p.)

In what waysds thenon profit sector affected bthe economic recession?

U When profits of individual companies are down, corporate charitable giving declines, whieh is th
currentcase now and it isn the rise

U When marketare down, profits on foundation donations and eventually, grant making budgets
decreaséremendously.

U When unemployment and economic insecuaity on theise individualsdonationdecrease

U As financial activity slows and tax returns fall, local and state governments are forced to cut
social services and expenditures on such important areas as health and efiRedtbi@dt 2p.)

We are living in anxious times, after extraordinary turmoiltiie economy everyone is facing
uncertainty and chang@&he ron -profit sectororganizationsarethe ones who are in touch with what is
happening day to day in communities. They are the ones that know when people are looking for
emergency relief; when theyrefacing homelessness; when thasedealing with unemployment; when
they are dealing with issues associated with disability and mental hedltls the nonrprofit
organizationghatarein the communities listening and gatherialj of this information.

A Countries economic condition is one of the key variables that might have a significant effect on

NGOs sustainability. The economic hardship diminishes local fundraising opportunities as well as
reduces the options for philanthropy or volunteerism. An economic crisis creates devastating impacts in
devel oping countr i es 0 togpioindteisacial justice.(Reibaddhh4p.) pover ty and
It is obvious that non for profit sustainability will face another challenge during current economic
recession

This overview calls for research that will explore which kind of fundraising strategies imght

effectively implemented by nerprofit organizations duringn economic cris. Additionally, what are
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the segments of potential funding sources towandg/hich the efforts of fundraisers should be

directed to ensure the sustainability of their effdrts

Basic facts about Armenian NGOs based on survey implemented within the framework of current

research

According to the Armenian NGO sustainability indé008), there are more than 4000 registered
NGOs in Armenia(p.1) The main reason for the recent popularity of establishing an NGO in Armenia

is because of the numerous grants provided by international donor organizations. However, quantity
does not necsarily mean quality. Only 205% of registered NGOs are effectively functioning
organizations. The majority oégistered NGOare heavily dependent on donor funds and lack financial
viability. This fact reduces,siN® beysare totcad todadoptc a p
their needs and objectives to the interests of the donors. As a result, the NGO sector cannot prosper ar

continue to operate effectively only based on grants received from the donor organizations.

Availability of donorfunding also plays a major role for NGO advocacy. Kirstvery organization
needs resources for operation (staff, office, equipment, trainings for human resourg¢eadR)
organizational development (OD). Secondly, the implementation of advocacy caswyzstga lot of
money (Data collection and analyzing, media campaign, grass roots mobilization, lobbying, networking,

coalition building, monitoring and evaluation).

The fact that duringhe last several years Armenian NGOs Inagistered major improvesns in their
advocacy capacity is largely due to tdenor funds that have been generously invested in NGO
advocacy. According to NGO sustainability index NGO advocacy campaigns during 2008 have
significant impacts on the local and national levels. Moeeamomparative analyses aflvocacy index

since 2000 shows significant improvement from 5.0 to 3.6 in the scale from 1 t8% ¢bnsolidation;

3-5, midtransition, 57 early transition ).
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The seHassessment of NGOs advocacy capacity in 2009 istddpn the tables below.

Advocacy and lobbying capacity of NGOs

Productivity of implemented Advocacy
project for target group /self assessment/

[self assessment/

Frequency| Percentage
Frequency|  Percentage unproductive 17 5.7
low AD 33 11 somewhat
somewhat unproductive 61 20.3
low AD 67 22.3 somewhat
somewhat productive 96 32
high AD 132 44 productive 125 41.7
high AD 67 22.7 DK 1 0.3
However, due to ongoing support from doedasigns, e

their strategic planning for long term sustainabititye tothe certainty of cotinued funding from the
West.Although i nt er nati onal donor support has | argely
advocacy capacity in Armenia, it has failed developing a financially sustainable sector of civic

advocacy independent from donor funding.

Currently, lack of financial sustainability
is the one of the major issues for most of

the NGOsin Armenia and of those

60,0 1
50,0 - : NGOs who were interviewed they wdul
O increase
40,0 - . :
Mdecrease |ike this problem to be addresse@nly
30,0 1 Osame
20,0 H dk 59% of the NGOs reported about tie
10,01 . . . .
00 decrease in funding (in Yerevah02; in

Regions-76) and only 167% reported

abouttheirincrease in funding (in YerevaflO; in Regions18;).
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In addition, 70.7% of NGOs asss their financial sustainability as insufficietd only 6.7% of

NGOs reported about the high Iéwd financial sustainabilityAlthough, some prospering NGOs still
get funding from thie international donors, the amount of financial support is dstrgaAccordingy,

Does your organization receive donor grant PArmenia NGO SUStalnablllty Assessment

l . 100 from 2001 to 2004ndicates that the number
B No 80

O Yes 60 of NGOs that have received donor grants has
o 68 “ increased from 20% up to 54®lu &
20
2 0 Ghazaryan, 54p.According to Civicus CSI

20032006 report on Armenianly 42% of the NGOs receivd funding from donor organizations.
(Aslanyan & others, 39 pAccording tothis survey in 2009 the number of NGOs that recgiseme
form of donor grant has reached to 628henconsideing the factthat during last 4 years NGOsave
increased their skills working witthe donor community, especially in preparing proposals acceptable to
donors for fundingHowever the 8% increase ithe number of NGOs thatavereceival donor grants is
worrisome. This means that there is decreasefunding sources and reduction in opportunities for

NGOs to get donor funding.

Additionally, in 2004, 76 NGOs received only one grant, 73 NGOs implemented betviegragts
and 12 NGOs benefited from matenfive grants.(Blu & Ghazaryan, 54p.)According toa 2006CSI
index only 45% of NGOs hee only one source of fundingAslanyan & others, 39 p.JFurthermore,
according to current research 86 NGOs receive only one grant, 59 NGOs receive bebvgemta,

and only 6 NGOs benefited from mdran

five grants.These statistics indicate that thesea significant decrease in number of NGOs, which
receives multiple grantsAccording to research findings implemented for the purpose of this report

there has been diversification of funding sourse Only 29% ofthe NGOs reported thathe
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international donor grants are the only source of finan€mdy 39 of the NGOs funding totally ame

from alternative sourceslowever, tinds from alternative sources are not more than 25%tedfinding

base forl/3ofthe NGOs.

What percentage of NGO funding comes

from alternative sources Frequency

up to 10% 38
from 10-25% 61
from 30-45% 22
higher than 50% 18
100% 39

It is alsoworth mentiong that NGOs that have diversified funding sources do not nedgssaow
higher financial sustainabilityAlthough, compamg with the NGOs that receive funds only from

international donors, NGOs with diversified funding sources demonstrate more financial sustainability.

The charts below observed the relationshipween the financial sustainability (FS) and diversification of

funding sources.

diversified
funding sources

only int. org.
funds

only int. org. funds diversified funding l T T T T ]

sources 0 50 100 150 200 250

® lowest FS B some-what low FS B some-what high FS B high FS WlowestFS M some-whatlow FS @ some-whathigh FS @ high FS

Taking into account the important challenges that the Third sector facespostiseviet countries, it

is abouttime to explore the roots of the donor communé fildire to develop a sustainable and
effective NGO sector, which is still, aftan intensivelong term investment, vulnerable to forces both

within and beyond its control.
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One of the main problems is that while most donors acknowledge thagrafitnorganizationsshould

be evaluated on the merits of their programs, they are very conscious about how much NGOs spend o
administration and fundraisinfn order to win the tendeNGO manager underinvest in institutional
development, strategic planningydadata collection for performance evaluation as well as staff training.

. In mostof the developed and democratic former Soviet caeaf NGO advocacganbe entirely
eroded as a result of reduced donor fundifay.example, irthe Baltic States the GIO sector registered
a sharp growth in efficiency and sustainabilitye to thedecline inUS grants(even thought was
partially compensated with the EU fundindggowever,the Third Sector irthe Baltic States hé still
faced tangible hardshspdue to th lack of sufficient donor fundingrhe reduction of funding sources
hada negative impact in almost all indicators of NGO sustainability including organizational capacity,
service provision, and public image (Herm@p.,).

The role of Advocacy NGOsithepostsoviet area is largely recognized as an important catalyst for
representative democracyhis perception is heavily leaned on the successful experience of interest
groups in the West in promoting plurality and public opinion, via NGOs thatnadved in the
formation of public policies, and society putting pressure on public officials to adopt decisions that meet
their interests. Political systems that lack such mechanisms fall short of a real representative
government..Thus, a lack of finanal sustainability, that jeopardizes the existence and effective
performance of NGO advocacy ipostsoviet countries, are serous challedg®r building and
consolidathg democracy.

Although some NGOs in Armeniarestill gettingthe funding from intmational donors, it is apparent
that the amount of the financial support is decreadihgs,the big challenge for many NGOs will be to
find t alternative sources that will guarantee the continuity of civic advocacy.

Current researcbxplores severalalternative funding sources that are used by Armenian NGO sector,

and make conclusions on their applicability and effectiveneghermenian context. The role of
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donor community is to foster the development of most effective alternative funding séairces
contribute tahefinancial sustainability of Advocacy NGOs in Armenia.

Research findings : Assessment of alternative funding sources used by Armenian NGOs,

Political parties as a source for financial sustainability.

There is limited cooperation leten political parties and NGOs from election
election. Majority of NGOs understate the importance of such cooperation. It is
it to change o n e Gattitude and look for new possibilities |
cooperatiorn(Representative of donor organization)

According to the majority ofexperts, that have been interviewed duringurrent research, NGOs
should be involved in cooperation with political parities only based on social agreements. Financial
support from political parties might bring dependency andtdion in the civil society sector
autonomy.As a resultthis mighttarnish thgpublic image of NGOs.

Only threeinterviewedexpertswould considerthe possibility of NGOs receiing financial support
from political parties.The threeinterviewed exprts explain that here is a lack of such partnership,
because of Eck ofculture and skills.At the same time, the survey among NGOs reveals that 20.7 % of
NGOs have cooperation with political parties. Almost 68 % of them assess this cooperation as
productive. Only 2.3% NGOs mentioned that thagtually receive financial support from political
partiesandonly 7.7 % of NGOs reported that thaye receiing non functional support (equipment,
space) from political partieShed her 7 9. 3 % o0 bperiiedails poldicalrpérttedhe @ble
below indicatesthe main reasonwhy NGOs do not cooperate with political parties as indicated by the

NGOs

Have statutethat prohibit any cooperation with political parties.

Consider that @il society organizations should not be politicizésbcause this
cooperation might harm their public image.

Doesnot consider cooperation witie political parties productive.
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Ready to cooperate with political parties but are umablfind a partner. According t
them political parties in general dotview NGOs as a serious partner and thus are
open for cooperation.

According to ANations in Transit 2 0 Oferatedrnenp o r t

governmenth organizations (GONGOS9, are actively involved in all major political activities
particularly in election observation, hasegative implications for the independence of civil society and
public image.The eport further mentions that many of the civibsiety groups involved in election
monitoring have no prior involvement in electicelated or democraeyuilding activities but had
amended their charters just before the elections to be included in election observation. This raises doubt
about their wath and impatrtiality.

When studying the relationship between the cooperatamolitical parties andhe effectiveness of
implemented advocacy campaigns of NGOs, no significant correlaé®rbeenrevealed. Similarly
there is no significant correlationetween the NGO financial sustainability and cooperation with
political parties. The charts below explore these relationships.

Data shows that NGOs fail twooperatewith the political sector to make their advocacy campaigns
more effective. In addibin, this cooperation does not contribute to financial sustainabilitheNGO

sector. These facts might reduce the

100%

incentive to foster the financia .

interactions between the political parti and

NGO sector.

Conclusion.

B lowest FS B some-what low FS B some-what high FS B high FS

Findings show that there e appropriate base for political and civil sector financial interactions. For
the majority of NGOs, the current political system is not open for cooperatioi ignaiot transparent.
NGOs that receive financial support from political partiase a negate public imageThere isgeneral

concern that financial support received from political partieght limit the independence and
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autonomy ofthe civil sector. Expert opinion leadec®ncludethat only after the total transformation

and improvement dhe political system iPArmenia, the financial interactions between the political and

civil sectors will not harm the overall development and image of the NGO sector.

State financial support

This will only be possible througla seious approach and mututtust. Governmeist
should have trust towards NGOs. NGOs should have proven capacity and professior
If anNGO is sustainable and have well established management mechanism in play
is no danger of any depender{®epresentative of donor orgaration)

Comparative data analgdandicatesin this field implemented during lagearsin Armenialead to the
conclusion that there is some improvement in NG&@ernment financial interactions. According to an
NGO assessment survey in 2004, 33 %tlef NGOs mentionedhat their Armenian government
contractsveretheir potential future funding soura@®Iu & Ghazaryan, 81p.)

According to Civicus civil society index report for Armeri@ 20032006, 36.4% of NGO¢elt that
thedialogue betweethe civil society andthe Statewererestrictedwhereas40.3 %felt that it wason a
mediumlevel. Only 10.4 % of NGOs assessed this cooperation as extef#silasyan & others, 39p.)
Currently only 54% of NGOs consider their cooperation with governmedidsoas productive. At the
same time 36.3 % of NGOs have reported that they are participating in tenders offered by the
government. Moreoveruring a current survey 43% othe NGOs mention government bodies as a
source for noffinancial support and 22.3%ceive funds fronthe government. Tasefigures have
significantly increased since 2004. According ttte NGO Sector Assessment 2004port the
government financed 11% tieNGOs.(Blu & Ghazaryan, 84p.) Whereas, th€ivicus CSI index
report flom 2003-2006indicated thathis number did not rise above 7 ¥Aslanyan & others, 39p.)

At the same timel9.3 % ofthe NGOs reported that they haabsolutelyno cooperatiorwith the
governmentand only26.7 % of the NGOs reported thaheir coopeation with the government as

somewhat unproductive.
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Althoughthe government might serve as serious source for NGO funti@deaders of the NGOs

feel that there is dack of well established mechanisms and transparent procedures of governmental
grant albcationbecauseonly a limited number of NGOs receive grants frime state. Lack of trust
towards grant allocation procedarereatesdoubts amongst NGQbat state grants might result time
limitation of theirautonomy.

In view of this almost 52%of the interviewedexpertsconsider this practice not applicable thre
Armenian context. In ordefor this to work, constructive improvements are needed, including the
establishment of a transparent grant allocation mechanism, theirgparfgattitudes amng state
authorities ortherole ofthe NGOs, and significant improvementtime capacity and professionalism of
theNGOs.

Meanwhile, more than 45% tieinterviewed experts during current studgnsider that NGOshould
become more and more idved in the public service delivery and get more possibility for state
financial support. Despite teelow figures, thera@are some signs @rogress.

The chart belowepresentshe relationship between the financial sustainability and state financial

support. According to tis chart, thereare less NGOs with high insufficiency in financial terms among
those receive financial support frahme government.

W lowest FS

state financed

B some-what

low FS

not state @ some what
financed high FS
@ high FS

0% 20% 40% 60% 80% 100

According to the chart aboveis apparent that state financial support is effective for Bl@h the
lowest level of financial sustainabilitfdowever, state financial support is ineffective for thbs&gOs

who reported abousomewhathigh or high financial sustainability.Below is a bar graphwhich
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indicatesthe relationship between effectness of implemented advocacy projects and financing from

the state structures.

50
Figure observed relationship
betweerAdvocacyAD campaigns
effectiveness and state financial
support.

40 T B non state funded
O state funded
30 +

20 +

10 +

—
ineffective AD highly effective AD

It appearswhen looking at the chathat NGOs that recee state financial support are capable to
implement effective advocacy campaigitie bar graph indicates that there wamdyol.5% ofthe
NGOs who reported ineffectiveadvocacycampaigns The najority of the NGOs that receive state
funding reportedhatthey had aomewhahigh effective advocacy project (46.3%). This figure is lower
among thos&GOsthat do not receive state funding (27.9%).

While it is apparent thathe NGOs who arebeing state fundedre not deterred from theioverall
capacity to mplement effective advocacy projects the concentratiatilismoderate Only 28.4 % of
NGOs funded by state reported highly effective advocacy projdttie NGOswho did not receive
state funding assesgtheir advocacy projects as highly effect(¥&.5%).

Conclusion

Statefunding shouldbe developedatspecially for thos&GOs that need financial resources to keep

their NGOs financially afloatState funding might serve as a survival tool. It also will enable the

continuance of moderately effect advocacy projectsHowever, majority of the NGOs that are

i mpl ementing highly effective advocacy project:
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When youconsider the fact that amotige NGOs that have high capacity in advocacy, only 36.8%

of NGOs apply for state fundin@his might be explained partially by the lack of trust towards grant
allocation procedures, which impedie involvement ofthe NGOs with high advocacy capacity and
experience to apply for government funding.

Another reaso might be the existing loopholes in the legislation regulaimghe field of state
contracting for service provision. Laws in generahadt create barriers for NGO involvement in public
service delivery. According tthe Constitution ofRepublic of Amenia RA), (Article 33.1and 42.1) all
legal entities including NGOs might be involved in entrepreneurial activities. By establishing Limited
Liability Companies(LLC) NGOs can generate funds for their budgets (Law on N&avernment
Organizations of RA; riicle 4.3). However, to manage theC, NGOs need more resources and skills
which in most cases they lack because ofirtheadequateexperience in entrepreneurial activities.
Thereforejt is not surprise whenonly 12.3% oftheinterviewed NGOs are inWed in social enterprise
according to survey conducted within the framework of this research study.

Thereis anestablished cooperation of NGOs with state bodiethénministerial level. In 2008 the
Ministry of Labor and Social Affairs adopted guidel regulating the NG@tate cooperation. It states
that the Ministry should provide requested information, implement joint projects and activities, and
insure the involvement of NGO representatives in the development and amendment of pulpdis polic
and g$rategies (The order of Minister of Labor and Social Affairs on July 17, 2008-M1P7This
guideline lack some very important element¥he guidelines are very vague on the topics of
information exchange, joint discussions and feedback, and impiatioen of joint projects and
activities.On the other handt does not regulate the process of social contracting, provision of social
services by NGQdt also does not provide the procedarenhow the selection of beneficiary NGOs is

taking place. Thee are major loopholes to the guidelinesttapables the Armenian government to
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contractNGOs which significantly weaken the staGO social partnership and their effectiveness.

This contributes to corruption and limitation of NGOs autonomy.

Lack of transparent state mechanisms in fund allocation from one side, and a limitation in skills and
experience of NGOs in providing public services from another side contributélse tbmited
involvement ofthe NGOs inthe public service delivery through coatiting with state. But there is
obvious ground for progress. Y#tere isaneedto adoptiegal acts that will regulate social contracting,
involvement of NGOs in social service provisjasnd selection of beneficiary NGOs as well as
advocacy oversight faallocation of state budget funds for social contracting. Common effobstlof
the NGOs andthe donor community in initiating several advocacy projects in this sphere will largely

contribute to this process.

Philanthropy

There are limited cases philanthropy in Armenia.

Philanthropy to become more relevant, legal taxation incentives should be agspliéeé in
many other countriegRepresentative of donor organization)

The lack of philanthropy culture and the absence of legislativeniinges for philanthropy aréae two
main barriers identified biynterviewed expertfor limited individual donations tthe NGO sector.

Another important factor is a lack of trust towards NGOs and the lack of traceability of donated
resources.

Also anong other barrieren order to promotghilanthropyexpertsidentify a lack of corresponding
capacityto attract individual donatiaamong NGOs. Sometimes NGOs refuse to take donations as this
might harm their independence. Onlyn8erviewedexperts expmssed the opinion th#tey are heading
towards philanthropy in Armen@andtheywill be developng this form of strategin the coming years.
Othersarguethat for philanthropy to be developed in Armenia there are too many thiatgseedo be

changedfrom legislative amendments, to drastic changes in attitudes and culture. Althmajghty of
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interviewed experthiave a skeptical image of the current state of philanthropy in the country, they

leave space for optimism, hoping that in the future thghirtbecome more applicable in our country.

The results othis survey conducted amosigthe NGOs showsthat currently donations serve as a
source of funding for almost 30.3% of NGQ¥hereas, onl\62% of the NGOs receive nofiinancial
support from indiiduals ¢his includesndividuals that are members ahorganization).

From the year2004 to 2009 there were no significant differences in number of NGOs that received
donationsIn 2004 it was about 31%his includes th&8% ofthe NGOswho receivel donatiors from
members(13% of this statistic camdrom wealthy community membersBlu & Ghazaryan, 84p.)
Civicus CSI report on Armenifiom the yea20032006 indicated tha&23 percent of survey respondents
made financial donations to NGQ@&slanyan andthers, 31p.This wasa significantpercentagdor a
country like Armeniabecause it indicates that large part of population received humanitarian
assistance.

At the same time philanthropic contributions does not contribute ttee stability of NGOs in
financial terms.About 66 % ofthe NGOs that receive donations reportediecrease irtheir finances.
Only 11%of the NGOsreportedan increase in financing andhe remaining23% of the NGOsclaim
that there ha not beerany significant changen their financing during the survey implemented for
this report.

The chartbelow presentsa selfassessment dhe NGOs that benefit from philanthropic donations on
financial sustainability and effectiveness of implemented advocacy for their beneficiaries.

It is apparent that the donations do not contribute to
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45 1 39 the financial sustainability otthe beneficiary NGOs.
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theNGOs that receive donatisassas their financial sustainability as extremely insufficient.

At the same time 42.9% tiie NGOs that benefit from donations, assess effectiveness of implemented
advocacy project as very highWhereas,only 3.3% ofthe NGOs assess their advocacy projas
ineffective.

Thus,NGOswho receive donations are more likely to implement projectsrthatet t he bene
needs. While usually viewed as an indicator of civic activism, volunteerism is also an important part of
NGOs sustainability. Contribubn of time and expertisiss seen as more important esntributions of
money or material.

Majority of the expertsinterviewed during this studymentionedthat there was dack of law on
volunteerismwhich is themain obstacle hampering the philanthyaqulture in the country. At the same
time, 85.7% of interviewed NGOs reported thiay have volunéers Among them 40.5%f the NGOS
reportedan increase irthe number ofvolunteersduring last two years, and only 17.2%th& NGOs
reported a decreasetime number of volunteers.

Consideing the fact that according ®n NGO surveyconductedn (Blu & Ghazaryan, 53p.the year
2001 and 2004bout 90% ofthe NGOs reported having volunteemlu & Ghazaryan, 53p.)t is
becoming obvious that Armenian NGO dargely volunteer driven organizations. This assumption
can be supported by study conducted b€ivicus CSI Index 2002006 on Armenia. Accordintp
this study 80 % ofthe citizens were involved in collective and volunteer actionan informal way.

While 37-38 % were involved in volueer activities mobilized by civil society organizations or
municipalities(Aslanyan & others, p 32There is solid ground for promotion active and regular
volunteer support to NGOs.

Conclusion
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Philanthropy is anndicator of domestic social support the non profit sector, which is very

important in countries like Armenia where the international donor suppdhietoon profit sector is
reducing.
During aneconomic criss in Armenia the numbers of NGOs tlh&nefit from donations havet been
significantly changedwWhen takingnto account the lack of local tradition of giviilg Armeniaandthe
lack of NGO skills to reach oub the communities and mobilize their support this mightrses
progress in thidield and lead me to the conclusionthat there is aemerging philanthropy culture in
Armenia.
A summary of intervieweeéxpert® o pi ni on and gwingwsg yesedreshows tllan a | vy
individual donations do not serve as a source for-teng financial sustainabilitylndividual donations
serve ashort term solutiomo NGOs operating in Armenia because it does not pravistable source of
incometo the NGOs who are trying to help the Armenian commuritywever, thisis a powerful
incentivef or NGOs to i mplement advocacy projects th:
At the same time there is solid ground in Armenia to promoklenteerism as a form of philanthropy.
Yet, there is alack of attention being paid to the benefits of volunteeriBne factors that might affect
the effectiveness of volunteerism ar@ublic awarenessnathe importance of volunteerism, promoting
private sector support, and research on the impact of volunteering. But the most important one is the
importance ofthe legal regulatory framework in place. Lack of law on volunteerism ddaadthe
following outcomes
e Absence of a | egal definit i ameseends pdidvemplayaes e e r
by the Armenian governmentConsequently, NGOs may be accusédiolating labor lavs,
because they haveired labor without signing an employment contract. ThlEsconsidered

illegal in Armenia.
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¢ Unemployed persons who amew involved in volunteer work might bseenasan employee

for that NGO by the Armenian govenentandas a result they magse th& unemployment
benefits.
Lack of taxation reimbursemeriibr volunteering expenses and treating voluntary labor as taxable is a
serious obstacle for recruiting and mobilizing volunteers. Heabeption oflaw onvolunteerism is a

priority for philanthropy promotion in Armenia.

Percentage philanthropy / Law on 1%

Percentage philanthropy isn@w phenomenon fokrmenia Serious steps shoul
be taken to implement Law on 1%ransparent mechanism for finance allooat
should be developed; otherwise the public image of NGOs might be ha
(Representative of donor organization)

A study conducted bthe NGO sector assessmentlie year2004 revealedhat there wasmtensive
progress in NGO related legislatiddowever, they further argued thierearestill places that needed
to beimprovel in orderto facilitate financial sustainability dhe non-profit sector.(Blu & Ghazaryan,
31p)

During my research interviewed expertsave been asked to assdéise appicability of percentage
philanthropyor law on 1%, which isl % of paid taxes allocadg¢o the NGO sectorin the Armenian
context. Percentage philanthropy has beeacognized as effective byvo-thirds of the interviewed
experts (20). Althoughthey expess concern that thimight be not as much effective yet, as thera is
serious need for special legal procedures that will regulate the allocation of state funds toTN&Os.
public andthe NGOs themselves are not ready to advocate and lobbguich appopriate legal
amendments Armenia

From the thirty experts who wenaterviewedfor this report only 6 of thernonsideed thatthelaw on
1 % is not applicable andwill not be effective in Armenia due to current socioeconomic situation and

themajor loopholes othetaxation systemThere were fouexperts interviewed for this report who felt
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differently, they believed thabaxation incentives should not be appltedNGOsand that everyone

should have equal takionresponsibilities iPArmenia

Other interviewed expertdaimedthatthere should not be aamendment in legislation regulating the
NGO sector.There were fouexpertswho felt thatthe laws are quite good and m&#E0Os currents
needs. Theyurther claimed that there is no need in ndaws instead there should be an improvement
on the implementation ofaws.

It is apparent that for some groups of stakeholders the question ghgiier we need to amend the
legislation in the field of civil society.

Conclusion

The lack of tramparency and accountability in the field of taxation and allocation of state budget
creates public distrust. Theredanger that involvement dhe NGOs in thispoorly regulated sphere
will harm the public image othe NGOs even more thatie possible contributon to the financial
sustainability of thie sector.

Secondly for the Bw on 1% to work, it should be well formulated, in order to eliminate any
discrepancy in later implementation. Among serious questions that should be adondssedn 1%is
who will select the potential beneficiary NGO®w the allocated money should be usetat will be
the procedure of monitoring and reporting used resourcesvhat will be the resource allocation
procedurehe most importanof all, whether there ipublic understanding and support faw on 1%
in Armenia.

Currently the adoption of lawn 1%is a sefous challenge fothe NGO sector. Without strong public
backing and explicit implementation mechanisms in pléoe law might seriously harrthe public
image ofthe NGOs.However,taking into account the major positive impact that adoptidawfon 1%
might have orthe overall financial sustainability afhe NGO sector NGOs should consolidate their

joint advocacyeffortsfor the publicity on thessue and later oadoption of the Law on 1%.
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Community foundations

In Armenig NGOs are isolated frorthe community. Community foundation
might work only if NGOs work withthe community and fothe community.
(Representative of donor organization)

The opinion ofexpertsabout whether community foundations might serve as an alternative source for
NGO financial sustainability is quite controversiAbout 33.3 % ofthe Texperts interviewed for this
researchexpressed that this souroé fundingis na applicable in the Armenian context. Some of the
major obstacles tha&xpertsdentify are scarce resources, high level of poverty, and limited involvement
of NGOs in community developmerfurthermorethese expertsharednegative opinios about the
eshblishment of community foundations as they might lead to the limitation of independence in the
NGO sector. To be supported by the community, NGOs should be recognized and highly involved in
community issues; though this is not the case in Armenia.

According to the survey implemented for this reporonly 6 % of NGOs identify community
development as a main priority The other 60 % ofthe interviewed experts view community
foundations as a future source for NGO funding. Althoulgb experts recognizéadtthere is a lot of
work to be done in this direction, including the development of-defihed mechanisms, promotion of
a positive public image and cooperation betwdsncommunity andthe NGOs, they consider this
approach applicable in Armenia.

Same expertsexpresed the opinion thatommunity foundations will face similar challengas state
funds such as a lack of transparency in funds allocation procedures, lack of trust and traceability of the
flow of funds. According tathers, ommunity fourations are not created to provide support to NGOs,
but to serve the needs of the community. This is pure cooperation,iawmisituation,where boththe
community and NGOs will benefit.

Despitethe differentopinionsshared by thenajority ofthe expets theyagree that this direction should

be further stuikd and developed.
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Conclusion

Community foundation is a new phenomenon in Armenia. Taking into account the established
traditions of cooperation betweehe NGOs and local level decision makensdahe importanceof
fosteing the involvement of NGOs in addressing problems in local communitesymunity
foundations might be quit@productiveway to cultivate thigrocess.

There is no serious precautions against promotion of this practicemenfa. The basic concern is
related to lack of resourcestime community level.

Due to lack of research implemented in this field, it is impossible to assess the applicability of this
practice. To fill the information gap in this field, it is recommed tolook into countries that have or
are currently using this approach and to see if community foundations will be suitable and productive in

Armenia.

Membership fee

The significance of membership fee for NGOs is not quite understood in Arigueah
they do not use it appropriatelWe should work in this directiorffRepresentative o
donor organization)

According to survey implemented for this reporrrently membership fee is a source for funding for
about 37.3 % othe interviewed NGQsHowever a study conducteth the year2004 indicatesonly
18% ofthe NGOs receivd some financial support frorts members (Blu & Ghazaryan, p 76) it is
apparent that there is a significant increase of memberstggddiecting by NGOs. This is apparent
alsq if you take into account the data provided by the Civicus CSI 2008, which mentioned that

22% of NGOs benefit from membership fee collectiadslanyan & others, p 38),

Is the membership financial source for your

Membership organization Total
Donot
Yes No know
Increase 2 43 2 87
Decrease 31 53 84




34

Same 38 87 2 127
Do n know 1 1 2
Total 112 184 4 300

According tothe collected datdor this reportonly 37.5% ofthe NGOs that collect membership fees
are located in the regions; oth&2.5% operates in Yerevaiihe types ofNGOs that are collecting
membership fee are humanitarian assistance amdfgssional associatioNGOs and they constitute
60% of the NGOswho collect membership fee46.2% of NGOs that identify their main sphereof
activity in community development collects fee
The cart below represents the data on membership collection by spheres of activities of interviewed

NGOsfor this report

B Children, Family Issues

60.0 -
O Community Development

50.0 1 O Economic Development

40.0 - B Education /Youth

O Environment, Ecology
30.0 -

0O Health, Medical Problems
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B Human Rights, Public Policy

10.0 O Humanitarian Assistance

O minority

collect membership
fee

@ Professional Association

B Social issues

Experts, interviewed for this reparbnsider that socieconomic condions are playing a significant
role in determining whether membershipseaght bea financial source for NGOs. On the other hand,
there is no correlation between the decrease in membershig rmethbership fee to be collected by
NGOs.About42 % ofthe NGOs that have reported an increase in membership also collect membership
fees. In addition, 53% othe NGOs that reported reduction in membership did not collect any

membership feeThus, those who have aoncern thata membership fee might ba reason ér a
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decrease in NGO supportene not supported by this data. At the same time, in spismetonomic

downfall, numbers of NGOs that are coliagtmembership fegis increasing. This might be partially
explained by low membership fees usually useti®0s.

It is worthnotingthe relationship between financial sustainability-ssessment and membership fee
collection. The chart below explores this relationshiijpe chart with data collected for this report
indicates that majority of NGOs that asssed their financial sustainability as high claim that

membership fee iafinancial source for their organizations.

Is membership a financial source for your NGO

100%
75%
50%

25%

0%
lowest FS  some-what low some-what high FS
FS high FS

In addition my findings show that NGOs that collect membershig Bge more financi&} stablethan
otherNGOs that do not ct@ct membership fee©f thoseNGOs who collect membership fegonly

37.6 %reported a decrease in finances since last year, but at the saned .@n¥éof NGOs that do not

collect membership fees report a decrease in financing.

Is the membership financial source for
your organization

Financing Total

yes No dk
Increase 20 27 1 48
Decrease 67 109 2 178
Same 22 39 1 62
Dk 3 9 12
Total 112 184 4 300
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Conclusion

Armeniahas apopulation of 3 million;it is quite a small populationoNGOsoverall benefis from
collecting membership fees might be quite limit€&h the other hand, for advocacy groupsge
membership might be important during their campaigns
Membership fee collection is becoming more popular among NGOs in Arn@ias reportedhat
membership fee collection has increaseice 2004 by 19%Considering the fact thaembership fee
is arelatively stable source of funding for NGOs, despgdimited potential to contribute tthe overall
financial sustainability of asbcacy NGOsIf it is properlydevelopedin Armenia membership fees

mightbe a stablsourcefor financial and humaresource for NGOs.

Fundraising activities

This is an applicable practice for Armenian advocacy NGOs. But thera iieeed for
professioml skills and experience, imagination, appropriate approach, proficiency
culturein order to have an effective fundrais@here are very few fundraising activitig
organized by NGOsdue to thelack of all the above mentioned (Representative of

donor organization)

Fundraising activities (marathons, concerts, auctions) is new for the Armenigraibrcommunity,
and so fait has not been populafccordingto data collected for this reporhly 35% ofthe NGOs
reported that they organize funihiag activities but not on regular bgsand only 6.3 % othe NGOs

name fundraising asfinancial source for their organization.

According to a majority ofinterviewed
experts fundraising strategy is quite
applicable in Armenia. Only threexperts

expressed the opinion of fundraising

strategies used by NGOsot working in

Armenia. The main reasons for skepticism &t@:lack of appropriate culture in societyiethods that
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are used in fundraising for western cultures are not convincing to localagiops (2) a lack of

transparency, especially concerning where the collected funds go. Another important barrier is the lack
of knowledge and experience among NGOs on hosifextively organize éundraisng activities

These concerns are shared hyeoexpertswho consider this approach of NGO fundraising applicable
to the Armenian context, despite the above mentioned obstacles. They identify the need for special
training and experience.

According to data collected for this report, there are adOB % of NGOs that are involved in
organization of fundraising activitiend have participated in fundraising trainings. Overa8.6 % of

NGOs say they actively participate in fundraising trainings. It is worth mengjdhat the majority of

theNGOsthat are participatg in fundraising trainings are from regioimsArmenia and not the capital

Have you participated in fundraising trainings Yerevan Rigions Total
111 181

Yes

70
No

89 26 115
DK

1 3 4
Conclusion

Despite the fact that fundrang activities might serve asfunding sourcewhich might significantly
influence the financial sustainability ofthe non -profit sector, Armenian NGOs still lack the
understanding of the fact that spontaneous fundraising campaigns cannot be effectider to have
an effectivefundraiser it needs tbe well organized and planned in accordance with the missithre of
NGO. However, NGOs still lackhe proper experience and knowledgetlod basics ifundraising The
major problem is the lack of prop&minings the systematic approach to planning and implementing
fundraising activities, which are designed to addresth the needs of local population and

accordance with themission ofthe NGO that organizé thefundraisingactivity.
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Another signiicant obstaclewhich hampes the effectiveness of organized fundraising campaigns

are lack of trust on the funds allocation procedare$lack otractability of flow of funds.This concern
derives from the public image of NGOs atitkir of transparencyand public disclosure of NGOs
financial flows.

To make fundraising activities more popular and effective theaeséious need in capacity building

of NGOs in the field of fundraising activity organizations and implementation.

Business sector as a funding source for NGOs:

Experts express almost unanimous opinion that NBGsiness cooperation in Armenia is at an
effectively low levelbut opinions are expanding on whether it shouldusther developed or notA
conflict of interest anch dangerof losing sector independence are possible side effedteedNGO-
Business sector cooperation, an issue thas raised by 25% of interviewe@xperts within the
framework of this study

However, other interviewed expertscan see apossible futurefor NGO-business cooperation.
According tothese experts NGOusiness cooperation can result MGO sector sustainabilitgnd it
fosters a culture of sociaorporateresponsibility and mutual trust. The ability thfe NGO sector to
identify and attract poterati supporters fronthe business sector is another aspect mentioned by opinion
expertsthat might play an important role in building productive cooperation between-iNGi@ess
sectors. The pros and comse almost the same; the lack of transparency, tl@tgain NGO
expenditureand danger to loose independence and autonomy of actions/opinion.

At the same time the number of NGOs that are cooperating with business sector is increasing.
According toa current survey resuttonducted for this repqrb6 % of the NGOs cooperatéwith the
business sectoFurthermore, 89.7 % ofthe NGOs that cooperate with business organizatasses

thar cooperation abeingproductive.
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Only 22.7% ofthe NGOs reported thathey receive norinancial support from buisess sector.

Regional NGOsare more inclined to cooperate with for profit sectdbout 59.3% of regional NGOs
cooperate with business organizatiofke number of NGOsvho reported about receiving funds from
the businesssectorare quite small, only 5.86. Almost the same percentage of NGOs reported about
receiving financial support frorthe business sector during the Civicus CSI surgegducted in 2006

(7,7%). (Aslanyan & others, p.38)

Does NGO cooperates with business sector

Rigions

Yerevan

0 50 100 150 200

|:|Yes -NO

Duing survey conducted for thigsearchlte main reasowhy NGOs donot coopera with business

organizationss becaus&GOs mentioned the lack of partn@fsamong business organizatio@nly

14 % of those NGOare unwilling tocooperate with business organizatiomifferent reseash pieces

on social responsibility in Armeniandicate that the business sector has little understanding of the
conceptof social corporate responsibilignd has no incentive to contribute to CSO activiiléere are
some high profileompaniesvho provide somdinancial support to NGOs mainly to promoggositive
image, to cover up criminal activities, to gain support of CSOs or presBora goverment, as

identified in CivicusCSI report 2002006.(Aslanyan & others, 51p.)

Conclusion
Cooperatio with the businesssectorindicates the ability of NGOs to createrelationship withthe

non profit sector that are mutually beneficial. Althougitcording to research conducted for this report,
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there are only &w NGOswho demonstrate the ability tmvolve local businesses in funding NGO

activitiesyet. NGOs understand the importance of cooperation with business $éatoever, majority

of the NGOs that hae no cooperation wittlihe private sectodue to theirunwillingness to cooperate
from the sile of business and difficulties in finding partndrkis might bearesult of poor quality NGO
work and the lack of expertise to budgbartnership.

According to Profit Law of RA, business entities may berfeditn donating to a noprofit sectorby
reeiving income tax reductiorand f the business sect@ not aware of this law, it is the fault die
NGOs. NGOs should findbetterways to inform businesses about their activities and possibilities of

cooperation

Diaspora as a financial source for NGOs

The fact that financial support to Armenian NGOs fribrArmenian Diaspora has increased frim
year2001-:2004 by up to 7%, (from 16% t@3%) and inkind contribution up to 6% ( 8% tb4% )

during the same period, thbeen seeas an indicatoof shifting Diaspora support frotine state tothe
non-profit sector((Blu & Ghazaryan, p 75) However, this is not the case when you looklad support
of the Diaspora tahe NGO sectotoday. The support of the Diaspora to the NGO seéststill noton a
regularbasisandis insufficient to be comparable with donor contributionghte non profit sector in
Armenia.

The charts below explore the relationship between the cooperation with Diaspora and Financial
Sustainability (FS) of NGObased on alta collected fro this report. The chasteow thathe majority of

NGOs assessing their financial sustainability as sufficient (high or somewhat high) cooperate with
Diaspora. But this does not mean that cooperation with Diaspora is a prerequisiteafmiafin
sustainability of NGOs, as & % of NGOs that have cooperation with Diaspora assess their financial

sustainability as insufficient (low, somewhat low).



41

NGO does not
cooperate with
Diaspora

NGO cooperate
with Diaspora

0 25 50 75 100 125 150 175 200
B lowest FS B some-whatlow FS B some what high FS B high FS

At the same time it is worth mentimg that there igncreag cooperation between Diasfa andthe
NGO sector. According tabaseline survegonducted within the framework of this reseaatiout41.3
% of the NGOs reported that they cooperate with Diaspuvhile, 89.7% of those NGOs that have
cooperation with Diaspora claim that this co@ten is productive.

Only 12% ofthe NGOs donot cooperate with Diaspordue to their unwillingnessthe main reason
given by NGOsof not cooperatingvith Diasporais becausé&NGOs findit difficult to seekingpartners

(88%)

Does your NGO cooperate with Diaspora

B productive

No
59%

O somewhat productive

O not productive

Within the frameworkof my researchindebt interviews with representatives of Diaspora has been
conducted to reveal the main reasoh lack financial support to NGOs in Armeniall of the
respondents mention the following statements as an obstacle for the productive mopetateen
Armenian Diaspora and NGO sector in Armenia:

U Lack of trust
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U Feeling that all are not equal before the;law

U You need patronage to start business or other activities in Arnzemla
U An abusive, intrusive, unresponsive, inefficient governmentttiatates and fosters an unfair,
discriminatory society that favors oligarchs and crests not equal conditions for everyone.

Conclusion
According to data collected for this reportamy consider that financial support from Diaspora might

replace the monefrom donor organizationsut the full potential ofdonor support tahe NGO sector is
not fully utilized. Moreovey Diaspora is not serving as a source for regular and sufficient financial
support tothe non-profit sector.The reason as to why the majgrof the NGOsdo not cooperate with
Diaspora is because they are having a hard time findp@rtaer Thus,NGOs lackthe capacity and
knowledge to builch partnershipin turn, Diaspora mighhot beinteresedin supporing NGO activities.
In order b have extensive suppdrom Diaspora, high transparency and effectivenestheNGO
sector are imperativ.he NGO sector should be highly efficient in its activiteassd competent in its
mediatory role between public opinion and public policless alsoimportant for NGOs to be able to
show measurable results and positive outputs of implementedtiastiwhich is not the case in
Armenia. The high risk of insufficiency and vast resources impede Did@sgemger investments ithe
NGO sector. To reiforce trust towards nonprofit organizations,NGOs should build on their

managerial and operational capacity.

ANALYSES LEADING TO ACTIONS

State of financial sustainability of advocacy NGOs in Armenia:

If NGOs are financially sustainable, they wik able toconcentrate their efforts o
fulfillment of their missiongrepresentative of donor institution.

Our society is not ready fan NGO sector that is financially independent and via
(Representative of state institution).
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According to an almost unanimous opinion oéxperts from international andlocal donor

organizationsinterviewed for thgpurposeof my researclthe financial sustainability of advocacy NGOs

in Armenia are very low, they remain highly dependent on donor support and ale tenshow long

term viability.

The @inion of expertsfrom the state and business sector soenewhadtifferent. Although some state
officials agreed that the financial sustainability of NGOs should be improved, the majority of
representatives from thstate and business sector assessed the level of financial sustainability of
advocacy NGOs as moderate. Only those respondents that cotime siate or business sector from
NGO sector and has deeper understanding of the sector probdmses the financialiability of
advocacy NGOs as minimal.

As indicated in the chart beloB3.7%of the NGOs assessed their financial sustainability as insufficient

and only 6.7 % of NGOs assessed their financial sustainability as Hagfilgient according to my

Financial sustainability of NGOs research finding from 20092010
[self assessment / Frequency Percentage
Highly insufficient 111 37 | year implemented for this report.
Some-what insufficient 101 33.7
Some what sufficient 67 22.3
Highly Sufficient 20 6.7 . .
Dlg . 1 03| This data as indicated from the

chartabovpr oves that state aut horwhdareaverking withthetNGGsi n e s
are unaware of their major probl ems. Busi ness
sustainability of NGOs coincide with data from 29% of NGOs.

Considering the important role that state and business sectors might play in promoting the financial
sustainability of NGOs, there is notable information gap about NGO sector financial suitgiisaue.
There isa need of campaigns aimed to increase awareness on the problem of NGO financial
sustainability andhe possible ways on how other sestof the community mightbe able tacontribute

in addressing this major issue.
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The fact thatmore than 90% of intervieweekperts from donor organizatioagree thaedvocacy

NGOs should be financially viable, piiog that the donor community in Armenia is ready to support
the projects that are ai med atinapltyomoti ng t he N

There are three 1SOs in Armenia that have the mission to support the NGO Beptotsfrom these
ISOs recognize the importance of having a NGO sector that is financially viable. Beginning in 2009, one
of these organizations adopted atsigec priority to foster sector financial sustainabilibata hadeen
collected duringndebtinterviews within the framework of this report.

For interviewed expertdinancial viability is important especially for those NGOs that have long
lasting prorities such as democratization and human rights protettigrthis is not the case in
Armenia. Almost 70% of NGOs that are involved in human rights and public policy formation is
claimed to be financially unsustainable. According to survey data thevmiogtrable NGO sector in
terms of financial viability isecological and children rights protection NGQ¥hereasNGOsthat are
financially viableare mostly involved in activities aimed to contributehe economic development of

Armenia

Self assessment of NGOs FS by operation sectors

A not sustainable

g
i
i
i g
i
g
1
Children, Economic Education Environment, Health, Human Social issuesWomen Issues
Family IssuesDevelopment /Youth Ecology Medical Rights, Public

Problems Policy
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E x p e opin®i® on the importance of enduring financial sustainability of NGOs versus interim

financial support for specific project implementation is also not unanimous. Alth@ughessing
majority of expertsagreethat NGOs should hava long term financial sustainability to be alie
effectively realize their missionsHowever, there are experts wistaim that NGOs should receive
financial resources only for the implementation of specific projedtsere is stl a long way togo
before convindng expertsthat financial sustainability of NGO sectorar indispensable attribute af

viable and strong civil society.

Conclusion

Those NGOs that claim to be highl§inancially sustainabledo not indicatelow level advocacy
capacity. At the same time, 25.2%tbé& NGOs that assess their advocacy capacity as high claim that in

terms of financial sustainability they are extremely weak.

lowest FS high FS
60 t t t t i ]
= some-what AD This chart represents the
50 & lowest AD —— relationship betV\_/een the
O hiah AD advocacy capacity (ADgnd
40 '9 financial sustainability (FS).
\ O middle AD
30
20 1 \
10 4+ |
0~ Analysis of the correlation
lowest FS y

between the NGOs advocacy (AD) capacity and financial sustainability (FS) self- assessments, lead
me to conclude, that majority of the NGOs that show some level of financial sustainability have
sufficient advocacy capacity. Thus, advocacy skills help build financial sustainability for NGOs
up to a certain point. High advocacy skills are not a prerequisite for financial sustainability. With

the concentration in the moderate quarters, higher advocacy capacity does not necessarily lead to
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higher financial sustainability but higher financial sustainability builds the ground for higher

advocacy capacity of NGO.

It is worth mentioing that the same relationship might be traced betweenrthedal sustainability of
anorganization and productivity of implemented advocacy projects. NGOs that reponiedierate or
high level of financial sustainabilityadalso assesedthdr advocacy campaigns as moderate or highly
effective. There is noan NGO with high scores for financial sustainability and low score for
effectiveness of advocacy campaigms. sum, finance sustainability leadto the effectiveness of
advocacy campaigns. However, the capacity to implement advocacy campaigns effecegelyotio
necessarily contribute to the financial sustainability of NGOs.

There is about12.2% of NGOswho repored that ther advocacy campaigns had a high impant
assesedtheir financial sustainability as extremely low.

In conclusion, supporting andstrengthening the financial sustainability ahhe NGO sector will also
contribute to the strengtheningnd effectivenessf advocacy capacity of NGOs

Meanwhile, supporting and strengthening the advocacy capacity of NGOs will not contribute to
improvanent of financial sustainability of NGOs.

The chart below represents the relationship between the financial sustainability and effectiveness of implementec
advocacy projects.

Lowest FS High FS
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50 +

40 +
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W Unproductive @ Some-what unproductive
0O Some-what productive O Highly productive
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Statistics above do nghowa strongcorrelationbetween alternative sources of funding and financial

sustainability assessment of NGOEherefore, theNGO sector financial sustainability is heavily
dependnton the financial support provided by donor organizateamgnone ofthe alternative sources

is well developedo substitute donor funding. At the same tjiN&Os financial portfolipwhichtotally
constitutes from international donor financial support heavily lack financial sustainability, and about

70% reportech decreasm financing.

The chat below indicates theselfassessment of financial sustainability of those NGOs, warehtotally
financed by international donor funds.

O lowest FS

B some-what low FS

O some-what high FS

O high FS

It should be acknowledged that somehafalternative funding sources presented alias&eal
potential for deviepment andctan beeffective in terms of supporting financial sustainability of

advocacy NGOs in Armenia.

Main obstacles for NGO financial sustainability

Experts, interviewed for this repdrave identified a set of internal and external factors thisngially
hamperthe financial sustainability ofthe nori profit sector in Armenia, particularlipr NGOs that are
involved in advocacy.

Someexpertsbelieve the greatestterventionsmust be made internallyithin organizationsWhereas,
otherinterviewedexpertsconsider that the primary focus should betmexternal factors, otherwise the

sector development will beeshorttermsuccess.



External factors

Number of experts that

mentioned the problem

newly created ones.

Legal framework regulating NGO field and taxatiorArmenia 20 experts
Lack of sufficient state support, limited and non transparency of state finar 6 Experts
over financing of state structures on expensetta non profit sector,

insufficient state budgeting, lack of state NGO cooperation in public sel

delivery

Lack of supportive political and civic culture 6 Experts
Political situationand instability. Donors do not invest money in Armen 4 Experts
Political instability creates obstacles for sector involvement in active advoc

Lack of donor support. They work with strong NGOs; there is little chanci 2 Experts

Internal factors

Number of experts that
mentioned the problem

No appropriate management strategy, lack of internal democracy in

governmental orgapations.

Lack of appropriate skills and experience 9 experts
Inadequate efforts bNGOs they always look for support frorhe outside. 9 expets
They look for moneyandnot for implementation of their mission. They alwg

complainof not having t support from donors, but do not work to convitiee

donorsthat they deservinetrust.

Lack of trust towards NGOs in society, not supportive public image. 8 experts
Lack of transparent and effective 2 experts
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The main obstacles, identified byhe experts during interviews, that hindéMGOs financial

sustainabilityare that the legal framework regulatine NGO sector. Areas that further need to be

improved are taxation, barriers for NG@volvement in income generating activities, and the absence of

laws on voluntarism.

A deficiency of supportive legal framework was also identified by the majority of NGO representatives.

About77. 8 % of NGOs identified ppdrtee.sect or 6s

|l egal

Whereas, oly 6.7 % ofthe NGOs identifythe NGO legal framework as highly supportive, thegve

identified their main obstacle being a lackiwiplementation of laws. Amonthe internal factorsthat

hamper t he -tgnefinanoial dustinability expertscite a lack of skills and not adequate

effortsmadeby theNGOs;

¢ Only 59.1% of interviewed NGOs report tliaeyhave participated ifundraising trainings
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e Only 28.7 % of NGOs have implemented projects aimed at increasing the financial

sustainability of NGOsWhile only 18.4%6 of implemented projects were actually productive,

according taheassessment of NGvho hadmplementedhoseprojects.

Armenia’s socio-economic development plays a factor in NGO financial sustainability.

Expets also have been asked to answer to the question concerning the impact eécsommic
conditionsand the relationship this has on tfieancial sustainability of NGOs operating in the country.
There were25 expertswho answeed that socio economiconditions in the country is an important
factor that plays &eyrole in financial sustainability of NGO3here werehree expertswho felt that
the bad socieeconomic conditions might serve as an incentive for state and other public structures to
suppot NGOsto contribute tothe resolution ofthe main grass roots problem$&he remainingfive
expertsconsider that financial sustainability of NG@sot related to the socieconomic conditions in
the country.
The chart belowpresents the correlatidretweenArmenia'sGDP per capitaduringthelast decadend
theindex of financial sustainabilitior the non-profit sector in Armenia, based on the OSI Civil Society

Index assessmeint the year20022008.
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According to the chartabovethe financialsustainability index has been altered together with the
change inArmenia's GDP per capital. Therare no significant alterationsto the variables that
determined the NGO sector overall sustainability, including legal environment, organizational
capady, and service provision. Along with the growth in the GDP per capitédocacy capacity and
the public image of NGOs in Armenia also has been improved. It can be assumeiithhidite sharp
decline inthe GDP duringthe current economic recession thadncial sustainability index along with

theindex of advocacy and public image for Armenian NGOs will be reducte ppcoming years.

Whose role is significant in ensuring financial sustainability of NGO sector?

Expertshave been asked to assessitfgortance of public institutions in contributingttee financial
sustainability of NGOs. The task was formulated in a way also to see the role priority among mentioned

institutions.There wereseventeemexpertsvho mentioned NGOs abemain public actowho should
contribute tahefinancial sustainability ofhe non profit sector in Armeni@andamong thentenexperts

gave the NGOs primary role in this.
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Aboutfifteen expertsndicateddonor communitieg contributing to the fiancial sustainability afhe

NGOs ancamong thensix expertsgavethemthe primary role.
Whereas fifteen expertsidentify the state as a responsible party to contributethi® NGO sector
financial sustainabilityand among themten expertsput them at the dominant position when

consideringother institutions

Institutions that should

contribute to NGO sector Primary Secondary
financial sustainability. factor factor
NGOs 10 experts 5 experts 2 experts 17 experts
State 10 experts 5 experts _ 15 experts
Donor community 6 experts 7 experts 2 experts 15experts
other 1 experts 2 experts _ 3 experts
(business, Diaspora)

How Donors might support the NGO sector financial suitability.

Expertsidentify a set of activities that donors migbe ableto implement for NGO sector financial
sustainability. Among the top activitiesxpertsranked donor contributios to the overall organizational
development of NGOs, including human resource development and capacity building in spheres relatec
to managen@ and financing.

Financial supporfrom donorsalso ranks aanimportant contribution towards NGO sector financial
sustainability Only three expertsmentioned that easy money gained from donors is not the right way of
financial sustainability promin. According to them if the financial support from donasuld becut,

NGOs will start to think seriously about thénancial sustainability.

Set of activities from the donor community that might contribute to NGO | Number of experts that

sector financial sustainability mentioned the activity

Organizational development/capacity building /human resource developme 12 experts
Financial support 9 experts
Experience exchange 7 experts
Trainings 6 experts
Financing longer term projects 5 experts
Contribute taheamendment of legislation in the NGO sector 3 experts
Cut the NGO financial support 3 experts




Technical support

2 experts

Donor communities who will or will not support to NGOs financial sustainability

There is nthing absolute and stable in the world. If N&ave somestability it will
strive for continuity. It is important for donors to deal with these N®G@swhat is
more importantis to see their work transparency and expertise. As a rule d(
provide grard for short term projectsut with long term objectiveto support NGOs
sustainability (Representative of donor organization).

Whether the donor community is interestegp r omot i ng t he

NGO
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sector 6s

Armeniawas a questioput forth to the intervieweéxpertsfor this report.lt is disheartening to note

that nine expertexpressed the opinion thdbnors are not interestethey are looking for short term

projects with measurable and immediate outputs and resudtardingto anotherthirteen experts

donors are ready to provide support for the NGO sector financial sustainability. Others consider that

everything depends on a specific casieis a matter of problem justification by NGOs and

correspondence with the missioftiee donor community.

Furthemore the interviewed NGOexperts claim that donors will support NGOs financial

sustainability;six are representatives from donor organizationgntgrmediary Service Organization

(ISO9 that support the NGO sector. Of thae expertsthat have said that donors are not ready to

support a NGO financial sustainability projestven were representatives of the donor community.

Recommendations to be carried forward by donor organizations

Expertsinvolved in activities withthe NGO sector, especially dono@re largely understamdy of the

importance of financial sustainability tie NGO sector in ArmeniaHowever,they are not ready to

invest directly in building long term FS of NG®st they are ready to support projetttat are aimed to

contribute to FS of NGO sector in large. Donors are more likely to support relatively short term projects

with well defined outcomes contributing towards NGO financial sustainability. Hémeenajor actors

in this battle for financial stainability arethe NGOs themselves. To be successful, the NGO
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community should recognize as a major priority promotion of financial sustainability of the sector and

come together in a joint effort aimed for diversification of financial souagasablefor sector

NGO cooperation w ith public sector

NGO cooperation w ith diaspora

NGO advocacy and lobbying capacity

NGO financial sustainability

NGO cooperation w ith state

NGO cooperation w ith political parties

The chart represents the state of
the NGO sector in Armenia based
on the self assessment of NGO
representatives according ta
scale from 1 to 4, where-i$ the
lowestand4-is the highesscore.

Taking into account the

current ecoamic, social and legal context of Armenia, shrinking donor support might lead to complete

paralysis of NGO advocacyherefore, therés an urgent need to review the strategies of I0¢&Os

and donor organizations. This report shows that more thab &6 8fthe NGOs 6 f i nanci al

purely international donor fundsThe other 65%of the NGOswho benefied from alternative financial

sources57% of those NGOdotal organizational budget constituted from financial flows from donor

O state

B political parties

O Diaspora

0O membership/ individual
donation

B business

O Fundraising activities

B Social enterprise

organizations.

This chart represents data on NGOs
represented ina percentagenumber
that receivefinancial (internal cyclg
and non financial (external cyc)e
support from alternative funding
sources.

Based on thedata from this chart
collected for the purpose dlis study

there is an indicatiothat none of the



54
alternative sources of fundirg@ncurrently replaethe financial support from donor organizations. If

donations werdrastically reducethe non profit advocacysectorwill collapse in ArmeniaTaking into
accountthe current economicondition and the correlation between the economic state of the country
and financial sustainability index of NGOs, there is a possibihgtthe financial sustaiability level of
Armenian NGOs will béurtherreduced

This lead meto conclule that donor organizations that are interested in civil society development in
Armeniashouldcontinueto provide fnancial support to Armenian NGOsspecially those NGOs who
are involved in advocacy and have had a solid input iro@aby initiatives in the pastTherefore,
NGOs should focus their attention to donor support in order for them to be more effective. An alternate
strategy can be the squeezing of the number and scope of grantee NGOs benefiting from a specifi
donor orgardation. Especially during the current economic recession, when many donor organizations
themselves experience reduction in their financing resources, support provided to the specified group o
NGOs, which includes advocacy NGOs, will be short term strdtaggonors to ensure the viability of
advocacy NGO sector in Armenia. As a long term strategy might serve the support provided to projects
that have such subsidiary effects as promotion of alternative funding sources for advocacy NGOs in
Armenia. Throughmy field research | have identified alternative sources, as a possibility to serve
financial sustainability to the NGO sector if it is encouraged by donor support. These are the alternative
sources:

State funding: Thereseems to be ndirectindicationof the dependency or limitation of autonoimyt
there isstill a majority of NGOs that are implementing highly effective advocacy projects that are
Aifreeo from state support.
Lack of transparent state mechanisofigsund allocation from one side, and anitation of skills and
experience of NGOs in providing public services from another s$ide,contributel to a limited

involvement of NGOs in public service delivery through contracting tdstate. There is needto
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implement legislation thawvill regulate social contracting, involvement of NGOs in social service

provision and selection of beneficiary NGOs. In additidrere should be established mechanisms
allowing public oversight over the allocation of state budget funds for social contracting.

Despite the above mentionethstacles, ifstate fundingwas givento NGOs t might be of special
importanceto those NGOswvho desperately need financial resources. State funding might serve as a
survival tool, though will enable implementation of moderag&dfgctive advocacy projects, without any
grave changing impact on public policies and politics.

Individual philanthropy: Individual donations do not serve as a source for-teng financial
sustainabilityto Armenian NGOslndividual donations ara short term solutiomnd it doeshot provide
a stable source of income amndxists on a small scale in Armentdowever, individual philanthropy
provides apowerful incentive for NGOs to implement advocacy projects that meendbds of
stakeholders. Bhough there is lack of local tradition of givingonations and lack of NG@ reacthing
out to the communities and mobiliry their support, there ikope because there seems to be a
significant amount ofprogress in this fieldln sum, there is ane emeging philanthropy culture in
Armenia which is an indicator of domestic social supportttee non profit sector. This is very
important in countries like Armenia where the international donor suppdhietoon profit sector is
reducing. One of the waygo promote individual philanthropy is to provide taxation incentives for
individual donations.

Volunteerism: There is solid ground to promogelunteerism as a form of philanthropy. While usually
viewed as an indicator of civic activism, volunteerigmalso an important part of NGO sustainability.
Contribution of time and expertise are twice as important input as contributions of money or material.
Due to lack of attention being paid to the benefits of volunteerisdaesnot carry thesameform of
significant contribution that might affect the financial sustainabilitthefnon-profit service sector. The

number of NGOs that reported abdbeir organizationsnvolvement of volurgersis stable and it
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(2001:90%; 200490%; 200985.7%) provethat thee isafirm bags thatthis form of philanthropy in

the countryis growing The factors that might affect effectiveness of volunteerism are public awareness
of the importance of volunteerism, promoting private sector support, and research on the impact of
volunteering.

Fundraising activities: Armenian NGOs lack proper experience and knowledge to implement
effective well organized and planned fundraising activities, which are designed to address the meeds of
specific group ofwudience and derived frorme mission othe NGO.

There isalso alack of trust on the funds allocation procedures, which derives from the public image of
NGOs and lack of transparency and public disclosure of NGOs financial flows.

To make fundraising activities more popular affdaive there isasefous need in capacity building of
NGOs in the field of fundraising activity organizations and implementation. More transparency and
publicity of NGOs inthe financial field will support to builda more trustworthy public image fdahe

nort profit sector in Armenia.

Community foundation: Community foundationis a new phenomenon in Armenia. Duethe fact
that the community is lackingresourcescommunity foundationglo not serve as a solid ground for
NGO financial sustainabilityAt the same timedueto theestablished tradition of cooperation between
NGOs and local level decision makers aheé importance to foster the involvement of NGOs in
addressing problems in local communitieenmunity found&ons might be quite important

Membership fee: Membership fegis not an adequate source of funding for advocacy NGOs and very
few NGOs can providadirect benefit to their members. This illustrates a wider problem that Armenian
citizens are not well educated in terms of so@aponsibility. On the other hand, NGOs have failed to
establish close contacts with their beneficiaries. Economic hasdsmgihe counties small population
is another reason that NGOs are deprivfeain the opportunity to collect adequate amounts of

memlership fes.
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At the same timethe collection ofmembership feris becoming more popular among NGOs in

Armenia. Considemg the fact that membership s arelatively stable source of funding for NGOs,
despite i limited potential to contribute tthe overall financial sustainability of advocacy NGOH
membership feeare developed ihight serve aa sourceof stable resources for NGOs.

Business as a source of financing: Due to thelack of expertise to builé partnership and work
directly with the business sector, Armenian NGOs fail to createlationship withthe non profit sector
that are mutually beneficial. AlthougArmenian legislation provides some tax incentives for business
entitiesthatmake donations to noiprofit organizatios, there seems to beraajor part ofthe business
sectorthat isnot aware of this law. Unawarenesstioé law by theébusiness sector and unwillingness to
cooperate are the main barriers for NGO-business productive partnershigeverthelessthere is
wide understanding among NGOs titeimportance of such cooperation. Majority of them are looking
for apartnership witlthe business sector. It @lsoworth mentioing thatthe NGO-business cooperation
might be really effective ithere isnot a conflict of interest andt doesnot harmthe autonomy ofthe
NGOs.

Diaspora as a source of financing: Diaspora is not serving as a regular and sufficient financial source
for the non profit sector. AlthoughNGOs largely understand the importance of coopmmatiith
Diaspora in Armenigthe full potential of Diaspora supportttee NGO sector is ndbeing fully utilized.
NGOs lackthe capacity and knowledge to builh effective partnership. At the same time, there is
insufficient interest from the side of Bigora to support NGO activitiemsufficiency of implemented
activities anda high risk of misuse of resourcaseamongthemai n r easons t hat i
larger investments ithe NGO sector Very few NGOs ar&known by Diasporas highly efficientin
their activities, competent in its mediatory role between public opinion and public policies, with strong

managerial and operational capacity. Financial support from Diaspora will not replace the money from
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donor organizations, until the noprofit sed¢or in Armenia establish itself as highly transparent,

independent andn efficient public sector.

In conclusion, ér all these strategies to work, donor organizations operating in Armenia should amend
their long term strategies and adegourse ofaction aimed irthe promotion of infastructure essential
to ensure the prosperity of above mentioned alternative forms of financial support to Advocacy NGOs.
This includes but is not limited with financing of projects that will derive significant effamts
resources towards improving the existing legal framework and strengthening alternative financial
sources, which already exposagotential to be effective ithe Armenian environment. In particular
there is saous need to amenithe legal frameworkregulating the NGO sector. Areas that should be
improved are taxation, barriers for NGO involvement in income generating activities, and the absence of
law on voluneerism The aloption of lawon 1% is another séous step towards the financial
sustainabity of the NGO sector. Consolidated advocacy efforts of NGOs might create public support
and establish prompt ground for adoption oflthe on 1%.

A long term financial sustainability might be achieved, if there is considerable respect towards the
main mission otheNGOsand publ i c trust in what the advoca
NGOs need to follow their own advice when it c

(Herman,212p.).
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Appendix 1

The study approach and methodology.

Goal of the Research Project: To formulate a modelmodels) of fundraising strategies for advocacy

NGOs in Armenia, that leads towards long term financial sustainability of the sector and will be relevant
in Armenian context. By accessing the effectiveness and applicability of different fundraisingjesrate
for advocacy NGOs in Armenia, txplore what form and direction international donor support should

take to make NGO advocacy and fundraising stable and long term viable.

Methodology
1. Desk research

Desk research has been condudgteduneOctober & 2009 to study scholarly research done on the
strategies of advocacy NGO financial sustainability. To develop a successful framework, the study of
current activity in scientific articles and research of more them 30 scholars in the field has been vital.
The Researcher has thoroughly examined the Data of NGO Sustainability Index for Central and Easterr
Europe and Eurasi@onductedduring last decade. The primary emphases have been placed on exploring
the correlations between financial sustainability andathecacy index in post soviet countries.

Also through comparative analyses of available data from different countries the impact of economic
conditions and reduction in financial support from international and local donor sources on the overall
advocag capacity and financial sustainability of NGOs in varying developing post soviet counties has
been examined. Also online articles and editorials have been studied to explore opinions and case
studies in the field.

In view of possible insufficientariations of fundraising strategies used by Armenian NGOs, during
desk research, the available models in other post soviet countries that have successful have been studie
As a result of in depth literature review in the field of fpoafit sector fundrging, the main strategies

that are successfully implemented in the post soviet countries have been summarized. The primary stres
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has been put on those models of fundraising strategies that do not harm the advocacy capacity of

NGOs, especially their indepdence from funding sources.

2. Leaders opinion survey /qualitative data analyses/
Opinion survey is the form of qualitative data collection through in depth interviews conducted with
experts in the field of civil society, public and business authoritiets atea dealing with NGOs in
Armenia. These interviews have produced a wide rage of issues and opinions about the relevant
fundraising strategies for advocacy NGOs in Armenia, leading towards-tdomg financial
sustainability. Opinion leaders have been emothrough purposive sampling based on the criteria of
relevance and interest to NGO sector development. In this stage, the snowball sampling method ha:
been implemented. The Sampling frame included leading representatives of international donor
organizatbns, ISOs(Intermediary Support NGOsentral and local government officials, mass media
and business representatives.

The operended guestionnaire has been developed based on the desk research findings.

Alex Sardar

Counterpart International, CASP, Armenia

Alina Hovhannisyan

UMCOR, Armenia

Anahit Khachatryan

Oxfam GB Armenia

Any Dallakyan

AUA, Turpanjian center of policy Analyses

Armine Udumyan

Economic Competition Protecting State Commission of RA

Arsen Stepanyan

Counterpart International, CASP, Armenia

Artak Malghasyan

«Yerevan Djur» CJSC, Armenia

Artur Hayrumyan

Oxfam GB Armenia

Bella Dallakyan

British Embassy of Armenia

Davit Chitchyan

Civic Development & Partnership Foundation, Armenia

Gevorg Aboyan

Jinishyan Memorial Foundation, Armenia

Hasmik Minasyan

Oxfam GB Armenia

Hrayr Aramyan

Economic Competition Protecting State Commission of RA

Jirayr Edilyan

Civic Development & Partnership Foundation, Armenia

Kristine Barsegyan

CASSALS& Association, Armenia

Mane Tadevosyan

Counterpart International, CASP, Armenia

Manik Sahakyan

Counterpart International, CASP, Armenia

Margarita Piliposyan

HOFF Foundation, Armenia

Mariam Stepanyan

Public Service Regulatory Commission of RA

Naira Hakobyan

AUA, Turpanjian Center of Policy Analyses

Naira Sultanyan

British Embassy of Armenia

Nune Harutynyan

REC Caucasus, Armenia

Nune Pepanyan

PRSP NGO network, Armenia
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Philip Hovhannisyan CASSALS & Association, Armenia

Piruza Sargsyan Financial Ombudsman, Armenia

Rafik Sargsyan Public Service Regulatory Commission of RA
David Amiryan Open Society Intuition, Armenia

Shiraz Kirakosyan Public Service Regulatory Commission of RA
Tatevik Margaryan Civic Development & Partnership Fouriite, Armenia
Viktoria Grigoryan MCA, Armenia

Zara Janibekyan Jinishyan Memorial Foundation, Armenia

Nayri Hovhannisyan | class specialist of the Department of Ami@n communities of the

Nearest and Middle East at the Ministry of Diaspora of the RA

Ervand Hovhannisyan Businessman
Tomas Samuelian Dean of the Law Department at American University of Armeni
Ani Sargsyan second year student of PSAI at AUA

3. Suvey among NGOs in Armenia. /Quantitive data analysis
As based on the preliminary assumption crucial majority of advocacy NGOs in Armenia lacks any
practices for financial sustainability, the NGO sur¢2§09)was aimed to revile which are the financial
sustainability strategies that are already used by Armenian NGOs in general, and to test whether those
strategies are applicable to advocacy NGOs. That is why, for the purpose of this study, the data has bee
collected from fAact i vaacy &Qisedrovisiow, demoecatizationdNG@s andn
ex. There is no precise definition of an fiacti
participants has been formulated according to the goals and objectives of the current studymasya p
sampling frame, the NGO.am database (1100) has been chosen. This database is a constantly updat
database of information on NGOs in Armenia that are currently operating, so the findings might be
generalized over the all active NGO community in Anmae From the created list, by a systematic

random sampling method 300 NGOs have been selected.

Agriculture 6 2.0
Art, Culture 26 8.7
Children, Family Issues 28 9.3
Community Development 13 4.3
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Economic Development 18 6.0
Education /Youth 66 22.0
Environment, Ecology 19 6.3
Handicapped Issues 7 2.3
Health, Medical Problems 18 6.0
Human Rights, Public Policy 39 13.0
Humanitarian Assistance 10 3.3
International Relations 1 0.3
Mass Media 5 1.7
Minority rights 8 2.7
Professional Association 5 1.7
Social issues 17 5.7
Women Issues 14 4.7

|

Yerevan 160 53.3
Lori 41 13.7
Shirak 24 8.0
Syunik 21 7.0
Gegarkuniqg 15 5.0
Vayoc Dzor 15 5.0
Tavush 11 3.7
Aragacotn 7 2.3
Ararat 6 2.0

For comparative analyses, research has been built based on the comparisons of findings with results c
study AArmeni a NGO S da tHatavalidatos ase ©ShHGOt sistaidabiligér’

2008 and Civicus Civil Society Index 2006 have been used.



