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THE FINANCES OF THE CIVIL SOCIETY IN UKRAINE: KEY T RENDS, MODELS AND
OBSTACLES IN ACHIEVING SUSTAINABILITY

The financial viability is one of the most importtatement in achieving sustainability for a civil
society, especially in post-Socialist states of t&as and Central Europe. Despite positive
assessments of the role and potential of civiletgcin Ukraine from scholars and analysts and
comparatively high score of civil society organiaat’ sustainability index taking in comparative
perspective for a whole region, its financial cajpisies remains its weakest part during decades of
Ukrainian independence. Having comparatively frigndegal and political environment and
achieving some impressive results in advocacydimgjl coalitions and networks and enhancing its
organization capabilities Ukrainian CSOs still remalependant from international donors. Some
shifts in financial resilience of civil society dands not only efforts from its side, but finding a
consensus with a state on the model to achieve.

Three typical models of interrelations by civil ®ig and government, emerged in
contemporary Europe are provided, they could beirdisished based on the social and political
role of CSOs and their functions in public servipesvision. These models based on the scales of
institutionalization and level of independence igfl society relatively to the authorities and inde
Social-democratic (Scandinavian), Liberal (Anglax8a) and Corporativism (Continental) types.
Ukrainian civil society, regardless achievements anganizational capacities and sectoral
infrastructure, still remains in the «emerging»nsitional spot due to the extremely small amount of
public funds it attracts and based on uncertairftitorole on national and local level.

Perspective destinations for civic-state dialogue @nphasized, among which there are finding
the consensus of desired model and adopting neweratStrategy of Stimulation Civil Society in
Ukraine for next five years, changes in legal framagk for local self-government, social
entrepreneurship, taxation of charity and meansnedrby CSO themselves and establishing new
practices and institutions for public financing@80s on national and regional levels.

Key words:civil society, civil society organizations, nonvgonmental organizations, financial
viability, public funds, international donors, satentrepreneurship
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®IHAHCHU I'POMAJIIHCBbKOT'O CYCIILIBCTBA B YKPAIHI: KJIIOYOBI
TEHAEHIII, MOAEJII TA HEPEHIKOAHN B TOCAI'HEHHI CTAJIOCTI

Dinancosa HCuMmmes0amHicCms € 0OOHUM 3 HAUGANCIUBTUIUX eNleMeHMIE OOCASHEHHA CMAI0CMI
2POMAOSIHCLKO20 — CYCRITbCmBA, 0coOauso 6 nocmceoyianicmuunux Oepacasax Cxionoi ma
Lenmpanvnoi €eponu. Hessasicarouu na no3umueni oyinku poii ma nOmMeHyianry spomMadsancbKo20
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cycninbcmea 6 YKpaini HAyKo8yie ma auanimukie, a mMaxkoxic O00CMAMHbLO GUCOKUL NOKAZHUK
CMIUKOCMI  Op2aHizayill 2POMAOSIHCLKO20 CYCHLIbCMBA 6 NOPIGHSIbHINL NePCNeKmuUsi peciony 8
yinomy, U020 QIHAHCOBI MONCTUBOCMI 3ATUULAIOMBCA  HAUCAIAOUION  CKIA0080I0 NPOMALOM
decamunims YKpaiHCcoKoi He3anedcHocmi. Maroyu 8i0OHOCHO chpusmause npagose ma NoJimuuHe
cepedosguiye, O0CASHY8WU 3HAYHUX pe3ylbmamie 6 adgokayii, po30yoosi Koaniyili ma mepedic ma
nocunenti opeanizayiunux moxcausocmetil, ykpaincoki OI'C sx i paniue 3a1umaromoscs 3a1eHCHUMU
6i0 iHo3emMHux Oouopie. [lozumueni 3pyuwenus y HiHAHCOGIL CMIUKOCMI 2POMAOSIHCLKO2O
CYCRIIbCMBA 8UMAAIOMb He Juule 3YCUTb 3 11020 OOKY, a U NOWYKY KOHCEHCYCY 3 0epaHcasoro uooo
ONMUMANLHOT MOOE 01 00CACHEHHS.

3anpononosarno mpu munogi mooeni 83aEM036'A3Ki6 SPOMAOIHCLKO20 CYCNiIbCcmea ma 61aou,
wo ckaanucs 6 cydacHiu €eponi, sKi 6udineno uxooauu iz coyianvroi ma noaimuurnoi poni OI'C ma
ix ¢yuxyii y Hadauni OepycasnHux nocaye. Lfi modeni Ipymmylomvcsi Ha o macuimabax
IHCmumyyionanizayii ma pieHi He3anedCHOCMI 2PDOMAOIHCHKO20 CYCNIIbCMBA 810 OPeaHi6 YNPAGIIHHS
ma exmouaoms coyian-oemokpamuynutl (ckanounaecvkuil), nibepanvrui (aH2I0CAKCOHCLKULL) Ma
Kopnopamugicmcokuii (KOHMUHeHManbHull) munu. Ykpaincoke epomaosiHcoke CYCRilbCmeo éce uje
3aMUMAEMbCA 8 <NePexiOHOMY» MPAH3UMUEHOMY CMAHI 4Yepe3 HAO036UUAUHO MAnull o06cse
0epIHCaABHUX KOWMIB, AKUL 80HO 3ANYYAE, MA BUXOOAYU 3 HEBUSHAYEHOCMI PO HA HAYIOHANILHOMY
ma mMicyeeomy pieHi.

Liokpecnroomvca nepcnekmusHi HanpAMKU 0epAHCABHO-2POMAOAHCHKO20 0idNo2y, ceped AKUX —
HOWLYK KOHCEeHCYycy wodo baxcanoi mooeni ma npuiinamms Hoeoi Hayionanvnoi cmpamezii
CUMYTIOBAHHSL 2POMAOSIHCLKO20 CYCHIIbCMEA 6 YKpaini na nacmynui n'samv poxKie, 3MiHU 8
3aKOHO0A8CmMBi Npo Micyege Camo8psa0y8aHHs, coyidanbHe NIONPUEMHUYMBO, ONOOAMKYBAHHS
01a200i1iHOI disibHocmi ma Kowmie, 3apoonenux HYO camocmitino, a makosc cmeopeHHs HOBUX
npakmuxk ma incmumymis oepcagnozo ¢inancysannua OI'C Ha HayioHanbHOMY ma pe2ioHANIbHOMY
PIBHAX.

Knrouosi cnoea. 2cpomaodsuncvke CYCniibCmeo, Opeauizayii epoMadsHCbKO20 CYCNIIbCMEd,
Heypsa0osi opeanizayii, QiHancosa HCUMMEZOAMHICMb, MINCHAPOOHI OOHOpU, NYORIUHI DOHOU,
coyianvre NiONPUEMHUYMBO
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®UHAHCBI I'PAZKTAHCKOI'O OBHIECTBA B YKPAUHE: KJIIOYEBBIE
TEHAEHIOUHU, MOJAEJIA U ITPEIIATCTBUA B JOCTUXKXEHUHN YCTOUNYUBOCTHU

Dunancosas HcuzHecnocoOHOCMd AGNACMCA OOHUM U3 BAICHENUUX DTIeMEHMOE OOCUNCEHU
VCMOUHUBOCIU  2PANCOAHCKO20 00Wecmaad, 0COOEHHO 6 NOCM-COYUANUCTIUYECKUX 20CYOapCmeax
Bocmounoii u l{lenmpanvnoi Eeponvl. Hecmomps na nonodcumenvHvle OyeHKU poau u NOMeHyuaLd
epadicoanckozo obujecmea 8 Yrpaune V4eHviX U AHAIUMUKOS8, d MAKice 00CMAMOYHO BblCOKULL
nokazamenb UHOEKCA YCMOUYUBOCTIU OP2AHUZAYULL 2PANCOAHCKO20 00uecmsed 6 CpasHUmeIbHol
nepcnekmuee pecuona 8 Yeiom, €20 QUHAHCO8bIe B03MONCHOCIIU OCMAIOMCS CAMOU C1abOU Yacmbio
HA NPOMANCEHUU 0eCIMULemull YKpauHckou nezagucumocmu. Mmes cpasnumenvho 6iazonpusimmole
npasogvle U NOAUMUYECKUE VCI08US U OOCMUSHYE ONPeOeNeHHbIX Pe3yabmamos 6 ad8oKayuu,
CO30aHUU KOATUYULL U cemell, PACUUPSISL CEOUX OP2AHUZAYUOHHBIX 803MOdCHOCmell, Ykpaunckue OI' O
NO-NpedCcHemMy OCMAlOMCs 3A8UCUMBIMU OM MeNCOVHAPOOHLIX O00HOpos. [losumusHnvle cosucu 6
DUHAHCOBOU  YCMOUYUBOCIIU  SPANCOAHCKO20 00Wecmea mpedylom He MOAbKO YCUIUll C €20
CMOPOHDBL, HO U OOCMUNCEHUSL KOHCEHCYCA C 20CYOAPCMEOM 8 OMHOUEHUU ONMUMATILHOU MOOeaU OJisl
00CMUdICEHUA.

Ilpeocmasnenvt mpu munuunvle MOOeIU G3AUMOOMHOUWEHUN 2PANCOAHCKO20 0bwecmsa u
npasumenbcmed, noseuswuecs: 6 cospementol Eepone, pasnuuaiowuecs ucxoos u3 CoyuaibHol u
nonumuueckou poau OIO, a maxdce u ux GyHKYull 8 NPedocmasieHuu 20CyOapCmeeHHbIX YCye.
Omu modenu o0cCHO8ambl HA MACWMAOAX UHCMUMYYUOHATUZAYUU U YPOBHE He3A8UCUMOCTIU
2PANCOAHCKO20 00WeCmea OMHOCUMENbHO OpPeaHO8 GIACMU U GKIIOYAlOm 6 cebsi coyuan-
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oemokpamuyeckuti  (ckanounasckuit), aubepanvivitl  (AHeN0-CAKCOHCKUL) U KOPNOPAMUGHDLL
(konmunenmanvHwlll) Mmunvl. YKpaunckoe 2paxcoanckoe oouecmeo, HecCMomps Ha OOCMUICEHUsL 6
OpPeAHU3AYUOHHOM NOMeHYyuale U Ompaciedol UH@Gpacmpykmype, HO-NPedCHeMy OCmAemcs 8
«NnepexooHOM» MPAH3UMUBHOM CEeKmope U3-3d KpatiHe mManiozo obvema 20cy0apcmeeHHblx cpeocms,
Komopbvie OHO Npugiekaem, U No HPUYUHe HeONpeOeleHHOCMU e20 POIU HA HAYUOHATLHOM U
MECMHOM YPOBHSIX.

Iloouepkusaromecs  nepcnekmuéuvie HanpasieHus 011  00WeECMBEHHO-20CYOaAPCMBEHHO20
ouanoea, cpeou KOMopvix NOUCK KOHCEHCYCA OMHOCUMENILHO JHCeNAeMOol MOOeaU U NPUHAMUe HOBOU
Hayuonanvnou cmpameauu cmumyauposanus paxcoancko2o oouecmea 6 Yxpaune na cieoyoujue
name  Jaem, USMEHeHUs 3aKOHOOAmenbCmed O MECMHOM — CAMOYNPAGIeHUU, COYUATbHOM
npeonpurumMamenbcmee, HAN02000.10JiCeHUs O1acomeopumenbHoOCmu u cpedcma,
3apabamvisaemvimu HIIO camocmosmenvHo, a makce co30anue HOBbIX NPAKMUK U UHCIMUMYMO8
o 2ocyoapcmeennozo unancuposarus OI'O Ha HAYUOHATLHOM U PeCUOHATILHOM YPOBHSX

Knrouesvle cnosa. c2cpasxcoanckoe o0bwecmeo, Opeanu3ayuu 2padcoancko2o odwecmsda,
HenpasumenbCmeeHuble OP2aHu3ayull, (PUHAHCOBASL HCUZHECNOCOOHOCTb, MeXCOYHAPOOHblE OOHOPYL,
nyoauunsvie ponovl, cCoyuarbHoe NPeonPUHUMAMeTbCME0

ivil ietv is widel derstood as th over politics and led the reforms, especially in
Civil society is widely understood as the Spacefront of 2019 elections upcoming (Burlyuk and

outside the family, market and state (Cooper .

2018: 2). What %onstitutes civil socie(ty hgs Shapovalova 2018; Smagliy 2018), but from the
developed and grown since the term first Other side, the fact that civil society remains one
became popular in the 1980s and it now ©f the strong stakeholder of democratization and
signifies a wide range of organised and organiccY integration of Ukraine is hard to deny,
groups including nongovernmental especially taking into account that under the
organisations (NGOs), trade unions, socialPOPUlist rule of one political party it could
movements, grassroots organisations, onlingPPear to be one from a very few actors, stil
networks and communities, and faith groups'ntérested in developing democracy there.
(VanDyck 2017; WEF 2013). Anheir define Jezard (2018) claims that NGOs across 40
civil society as the sum of institutions and countries represent $2.2 trillion in operating
active citizens located between the family, the®XPenditures, what is larger than the gross

state and the market— and as a space in whicflomestic product of all but six countries. Civic
people associate voluntarily to advance Sector also employs around 54 million full-time
common interests (Anheier 2004). equivalent workers and has a global volunteer

According to various evaluations by Workforce of over 350 million. Due to
scholars (See: Hale 2014: Lutsevych 20i7.contemporary shift in typical roles of civil
Way, 2014 and others) and indexes (Nations i OE'SW as non:[plrr]%flt and non-gt(_)vernmental
Transit by Freedom House, Civil Society dof' )t/ or (\;vac o9 h org?anlza IOI‘(]jS, .ner
Organizations Sustainability Index by USAID) Y9€TNitions and approaches from acadeémia an
Ukrainian civil society maintained outstanding Practitioners are under appearance regarding its
results comparatively to others post-Sovietne}[N actors h and funct{_ons n q sotc_lal
countries and considered to be one of the mair‘?g reptr_eneurs ."?S’ d C{ﬁa |v|_e_ industnes,
drivers in democratic changes. For example® ugl_ahlot(l,somﬁ ant youth po ICIeS.th .
Lutsevych wrote: «across the post-Soviet space ats why 1o - overview iheé main
Ukraine impresses observers as the mosf€velopments of such important component of
emancipated polity, its citizens ready to rise UIOC|V|I society as its financial sustainability iseon
for their rights against authority. In the past 15°f tthe kmalnputrpotsesof ttr?ls dpaper,_ and acrlnong
years alone, Ukrainians have responded twice t¢fS t8sksare: to trace the dynamics and main
injustice on the part of the ruling elite with components of civil society sustainability index
powerful protest. In 2004 they revolted against’0r Ukraine in comparative perspective, to
a stolen election, and in 2014 against stolernalyse main models of the financial viability of
aspirations for a closer relationship with ClVil society appeared in Europe, to research
Europe. In this context, the Euromaidan paved<€Y {rends in state and foreign financing of civic
the way for a different political establishment S€ctor in Ukraine and to overlook = public
that pledged to reform Ukraine and restoredititudes towards public and private sources for
justice» (Lutsevych 2009: 59). Some  of CiVil organizations’ activities and initiatives.

: Ukraine’s Civil Society Sustainability
researches have got more sceptical toward :
Ukrainian civil society potential to influence Tndex (further CSOSI) 2018 score of 3.2 siil

remains the highest in the post-Soviet region
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(USAID CSOSI, 2019). CSOSI in general basedsee that as on 2018 comparatively to the others
on 7 criteria (legal environment, organizational post-Soviet states (excluding Central Asia and
capacity, financial viability, advocacy, service Baltic regions) Ukraine has the highest score of
provision, sectoral infrastructure and public the CSO Index taken in general, and it's close to
image) and the lower is overall score the morethe ranking of Black See’ region EU-Members
sustainable civil society is in general in the and some of Visegrad countries, like Hungary.
particulailar country. From the Figure 1 one can

Civil Society Organizations' Sustainable Index
in CEE and Baltic States, 2018

Figure 1. The 2018 Civil Society Organizations Index in European Regi for Selected Countries of
Post-Socialistic RegionComposed by author based on the 20C%0 Sustainability Index for Central
and Eastern Europe and Eurasia (USAID CSOSI, 2019).

But this sustainability looks pretty fragile comparatively to the both — EU-members states
looking precisely from the point of view of its as to 2018 and to others indicators for the
financial basis, for instance in Ukraine financial country taken in dynamics (see Table 1).
viability is the weakest feature of civil society

Table 1.
Dynamics of Civil Society Organizations Sustainabity Index’ Indicators for Ukraine

vear |Emimon | atioal |cial | Advocacy | SeVee || EEGT | Public | CSOI
ment Capacity | Viability rovisIon 1 iure Image | Overal
2018 3,6 3,2 4,1 2,2 3,2 3,2 3,3 3,3
2017 3,5 3,2 4,2 2,1 3,2 3,2 3,3 3,2
2016 3,4 3,3 4,2 2,2 3,2 3,3 3,3 3,3
2015 3,4 3,3 4,2 2,3 3,2 3,4 3,3 3,3
2014 3,4 3,3 4,2 2,3 3,2 3,4 3,4 3,3
2013 3,4 3,4 4,2 2,3 3,3 3,4 3,5 3,4
2012 3,5 3,4 4,3 2,5 3,3 3,4 3,6 3,4
2011 3,5 3,5 4,3 2,6 3,3 3,4 3,6 3,5
2010 3,6 3,5 4,2 2,7 3,3 3,5 3,7 3,5
2009 3,6 3,6 4,2 2,8 3,3 3,5 3,8 3,5
2008 3,6 3,7 4,1 2,9 3,3 3,5 3,9 3,6
2007 3,6 3,7 4,2 2,9 3,3 3,5 3,9 3,6
2006 3,7 4,3 3 4 3,8
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2005 3,7 3,7 4,4 3,1 3,3 3,6 4 3,7
2004 3,6 3,9 4,6 3,1 3,3 3,8 4,1 3,8
2003 4 3,9 4,8 3,4 3,3 3,5 4,4 3,9
2002 4,5 3,5 5 3,5 3 3,5 5 4

2001 5 4 5 4 3 4 5 4,3
2000 5 4 5 4 4 4 5 4,4
1999 5 3,5 5 5 2,5 3,5 4 4,1
1998 4,6 3,7 4,6 4,4 3,9 4,2
1997 4 4 4 4 4 4

Composed by author based on USAID CSOSI 2013-2E&EL8ppe and Eurasia CSOSI Data 1997-2012

Regardless the fact that financial viability established. From the one point of view,
of Ukrainian civil society organizations slightly Strategy proclaimed the importance of public
improved during last years it's still far from finances for civil sector sustainability, as wedl a
maintaining  sustainability. = The  simple the intentions to simplify the regulations for
explanations could be found in the economycharity activities by private donors and
reasons such as crisis, export reorientation, hugendividuals, from the other side, no clear goals,
part of shadowed business and slow economyndicators and timelines wasn't established
growth, or in social burden, affected by the there. As to me, the main problem of National
conflict in and around Ukraine, and at last, in Strategy which made it declarative but
Soviet legacy in general, including poor social inefficient, was that it didn't refer to any clear
capital and deformed civic culture, suffered model of civil society to achieve.
from the lack of trust and destroyed traditions of Since 2018 a numerous recommendations
charity. from the OSCE, Council of Europe and

But there are some more recent obstaclesuropean Union were provided, some of them
appeared during the last decades, among whicicluded the optional models grounded on
are the dependence of foreign donors’ costspublic funds usage adopted by European states
gaps between NGOs in the capital and regionslready. Generalized types of civil society and
in financial capacities, the lack of taxationsits interrelations with governmental and
relief and stimulations for business and business sectors could be allocated depending
individuals and, what is more important, theon the degree of independence and
absence of clear common vision from the statanstitutialization. Sator (2010) using these
and civil society of their shared goals andcriteria and focusing on the share of direct
interrelations in long-term perspective. budget support provided to the CSOs, primarily

Despite the adoption of National Strategyin the form of government grants but also
for Supporting Civil Society Development for subsidies and in-kind contribution, at both the
2016-2020 on February 2016, it was and still iscentral and the local level, outlines four types of
unclear what type of civil society it stimulates civil society in Europe, what can be visualized
and what kind of relations between public by the Figure 2.
authorities and the third sector should be

More Independent
o) Socio-Democratic (Scandinavian) Liberal
I Autonomy (Ango-Saxon) s
r_:ts (Public Funds are 20-30%) Partnership i
= (Public Funds are 30-55%) 2
E Emerging Corporatist g
@ (Mediterrean, CEE) (Continental) L
9 Public Funds are less 20 % Regulatory Support and Subsidiarity 5
(Public Funds are more than 60%) e
Less Independent

Figure 2. Composed by author, based on Sator (201.0)5-17.
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The scale ofndependenceés related to the Europe in these countries). The relationship
autonomous self-governance of CSOs vis-a-vidhetween the two sectors can be characterized by
the government or other actors (e.g. churchthe «live and let live» philosophy and
political parties); reflected in the CSOs consequently a low level of public funding of
capability to mobilize themselves and their CSOs (25-35%). At the same time citizens and
constituencies, obtain financial support neededCSOs are extensively and directly involved in
to carry out their mission, ability to deliver policy making both at local and central levels
services that are not or partially subsidized,and civil society tends to be more of a watchdog
develop competitive expertise etc. In essence, iand advocacy character, its funding is strongly
refers to the extent to which CSOs are able tdoased on private giving and membership
set priorities and operate based on needs ansupport. In regards to institutionalization this
their mission rather than based on priorities sesector is less established, as CSOs don't need
by the government or other power structures. massive operations that are needed for services,

Institutionalizationrefers to the capacity of while due to inclusive democratic practices
the non-profit sector to undertake projects andthere is less need for such capacity even in case
services for the government, i.e. the potential ofof advocacy operations.
the sector to be a reliable and accountable  Corporatist (Continental)lmodel supposed
partner to the government in providing public that CSOs are actively involved in the provision
goods and services. This includes for examplepf social services and may be the main
the number of registered organizations, theirproviders - as in the case of Germany where the
average budgets, the proportion of CSOs wharinciple of subsidiarity entails the primacy of
are of public benefit, their physical community-based services. At the same time
infrastructure as well as their human andthe state undertakes financing of the services in
financial resources etc (Sator 2010: 14). whole, typically through third party payments

In the Liberal (presented in United or subsidies to major providers and their interest
Kingdom, Netherlands and Canada) modelgroups. State funding thus represents well over
CSOs are also highly involved in social half (usually 55%-75%) of the income of the
services’ provision, however, they are lesssector. Therefore the CSO sector is highly
dependent on the state. Even though theynstitutionalized and also highly dependent on
receive financing through contracts, they havethe government for ongoing support. Since the
strong roots in the communities; and their owngovernment also needs the CSO sector, there is
assets, philanthropic and self-generated incomea kind of interdependence, termed «hierarchical
make them able to keep also a strong advocacinterdependence», between the two sectors. In
role. In the liberal model the principle of the France the government also started to revise its
best value service delivery 13 makes the CSQpolicies of subsidizing the CSO sector for its
sector very professional and competitive.function of «solidarity», introducing grants and
Various models of management, accountabilitycontracts based on performance in delivering
and transparency standards are appliedprojects and services since 2008-2010.
sophisticated management schemes are Emerging (Mediterranean and CEE)n
widespread to increase trust and confidence ofhe Mediterranean countries (e.g. Greece,
all stakeholders. While there is a significant Cyprus, Portugal) and most Central and Eastern
level of public financing applied in these European countries the relationship between the
countries (35-55%), the level of other resourcesstate and CSOs is still evolving. It has been
is high which makes the sectors more relevantharacterized by low levels of public funding;
in terms of partnership for the government. either neglect of CSOs or dependency

Social-Democratic (Scandinavian) model relationships; traditions or nepotism or political
build on the role of the state as the main servicenterest in funding and involvement of CSOs in
provider meanwhile NGOs are not typically service provision. Welfare models are typically
involved in provision of social services but residual as well as rudimentary as much of the
rather fulfil «<expressive» functions (i.e. cultyral care remains with the family and social nets.
sports, hobby organizations that primarily serveHowever, according to Sator (2010: 17) as the
their members’ and their communities’ countries’ economy and CSO sector develop,
interests). Even though almost everything inthey will be likely to converge towards one of
welfare provision is financed and delivered by the other three models, he claims that Hungary
the state, in contrast to the «statist» model ®f thand Czech Republic moves to corporatist
former Soviet bloc, there is a high level of model, Estonia and Slovakia tend toward to the
social capital and engagement in civil societyliberal model, but Slovenia and Latvia towards
(volunteering reaches the highest levels inScandinavian model.
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In the Ukrainian case the lack of strategic% — from national and local public budgets.
vision from the state and consensus from theOther costs of the third sector come from
NGOs end experts’ networks and coalitions ledprivate donations, members’ fees and social
to the situation that optimal model is still not entrepreneurship. In total Ukrainian civil
founded and civil society gets into dependencesociety institutions succeeded to collect 7,35
but mostly from foreign donors and billions UAH, and as there was during previous
untransparent business. years less than 10 % came from the public

Ukrainian Statistic Service’s annual reports budgets. The structure of Ukrainian non-
show that more than half of all costs NGOs getgovernmental organizations incomes during
from large donors, mostly foreign and 2010-2018 presented in the Table 2.
international organizations, while less than 10

Table 2.
Structure of Incomes of Ukrainian Non-GovernmentalOrganizations in 2010-2018
(thousands, UAH)

Among them /Source of Includi
Charity ng
From
Ukr From _ From the Bank
aine Co;ts From the | Mem Chgr!ty thg _ From econo| .. . and.
receive| the , | activiti | Ukraini the From | mical financia
/ 4 local | bers . - .| Sourc
,in State buda | Fees | €SN an Ukraini | non- | activi s I
Yea | total | Budget etsg total firms an resi- ties entities
r and | Citizen | dents by credits,
organiz s CSOs loans
ations etc
2018 7 354 273 293 795 4221 1286 430 2504 763 1 006 818
061,7 327,2 | 094,1| 579,7 | 757,6 639,8 7441 373,7 | 769,8 | 533,3 '
2017 7271 194 249 720 3805 1079 340 2385 | 1106 | 1194 2946
566,8 032,2 | 852,9| 475,7 | 913,6 589,9 694,9 628,8 | 304,1 | 988,3 '
2016 6211 259 194 622 3523 879 351 2292 468 1143 506.3
967,7 549,5 | 230,5| 970,5 400 676,0 587,8 136,2 | 782,8 | 034,4 '
2015 6 316 226 160 611 3712 1459 187 2064 549 1 056 196.3
489,1 339,4 | 461,7| 605,4 | 052,3 721,4 347,6 983,3 | 749,1| 281,2 '
2014 4101 180 97 454 1875 774 199 900 510 982 546.2
284,0 879,0 | 482,0| 639,9| 2538 760,0 888,2 605,6 | 897,3 | 132,0 !
2013 3754 266 135 499 1705 827 172 705 528 618 1485 4
219,7 322,0 | 625,8| 956,6 | 099,1 035,6 852,3 211,2 | 884,0 | 332,2 ’
604 619
3694 290 533 1 646 629 144 873
20121 59479 | 86397 | - | 6400 | 590,98 | 037,29 | 008,12 | 54557 0519'8 443?’0 324,39
2011 3370 271 475 1454 563 199 690 524 644 12
227,6 276,3 ) 313,9 156,4 936,4 955,2 264,8 | 975,2 | 505,8 | 459,2
2010 2763 220 ) 388 1133 418 122 593 516 504 7116
992,7 649,7 680,1 | 814,6 196,0 077,4 541,2 | 557,8 | 290,5 !

Composed by author based on UkrainigatiStic Service Annual Bulletins, 2010-2019

From this data one can see that foreign(EU), USAID, and Sida. The Ministry of
donors are the most significant source forEconomic Development reported that 264 new
operational activities of Ukrainian civil sector, technical assistance projects from contributors
giving from one third to half of overall civic such as USAID and the US government were
sector incomes, meanwhile the public fundsregistered in 2018 with $953 million of total
(both of the state and local levels) seems tdunding, a 50 percent increase from 2017.
input less than 10 per cents of CSOs supportTraditionally, international technical assistance
According to the Open Aid Ukraine portal focuses on governance, citizen engagement, and
supported by the Ministry of Economic regional development (CSOSI 2019: 233).
Development and Trade, the biggest donors to But according to the Ukraine Civil Society
Ukrainian CSOs include the European UnionSectoral Assessment Report (NORC 2018)
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provided by University of Chicago, foreign Society 2014-201There were proclaimed two
donor funding is weakly diversified with project main objectives: 1) to strengthen the capacity
grants and mostly available for professionaland participation of CSOs in policy dialogue,
CSOs with previous grant history. Newly- monitoring and oversight, advancing the
established and small CSOs as well as informaimplementation of the national reform agenda;
civic initiatives lack funding. Donor funding and 2) to contribute to foster a conducive
also falls short of encouraging CSOs to look forenvironment for civil society, embodied in eight
local sources of support (NORC 2018: 2-3, 41-priorities, covered an enabling environment,
42). policy analysis, legitimacy, the Association
As the foreign donors remains the mostAgreement, conflict, accountability, human
significant source for the civil society in rights, economic developmefEU Delegation
general, and for obvious reasons (political andto Ukraine 2015: 13-16).
reforms focuses, global and European agenda, In the Roadmapfor 2018-2020 there was
human rights and UN’ sustainable developmentadmitted that areas in which CSOs work are
goals priorities) prefers to collaborate with the largely donor-driven and financial sustainability
narrow list of organizations, in the short-term in between projects remains a problem and on
perspective this empowers these NGOs, whicHocal and regional level organisations tend to be
are really can be voice of the most progressivecompetitive, rather than cooperative (EU
part of society, to be independent from political Delegation to Ukraine 2019: 2), what was one
elites, advocating democratic changes, or toof the main obstacle to create an efficient
become the pool of human recourses for newnetwork and coalitions coupled with a lack of
political parties and governmental institutions. capacities and skills among the civil activists
As Lutsevych pointed out that «international and NGOs employees to apply for a grants.
donors have helped to sustain an active cohort These trends in foreign donors support
of citizens who have defended human rights,recreates structural inequality between the
monitored elections, developed local experienced organizations which are capable to
communities, promoted free media, campaigneccooperate or monitor the government and based
against domestic violence and mobilized forin the capital city and those which appeared in
environmental causes» (Lutsevych, 2017: 60). regions and working with target groups in local
Indeed, after the Revolution of Dignity on communities. Being sufficient contribution in
2014 and even after the crucial changes otoday’'s Ukrainian civil sector development, in
political elites on 2019 in Ukraine there were athe middle-term perspective this strategy of
lot of examples when civil society leaders weredonors could affect the cleavages within
incorporated in newly elected bodies or pushedUkrainian third sector and strengthen its
some sectoral reforms efficiently. Western negative public image as «grant eaters» and
funding has played a critical role in CSO-led «foreign agents». As to the long-term
reform efforts. It is estimated that the volume of perspective the main issue will be the
grants to Ukraine almost doubled after theavailability of such a funds for Ukrainian civil
Euromaidan. Around $1 billion a year is now society and diversification of the incomes.
directed to reform-related projects, with roughly At the moment public image of NGOs is
30 per cent of this assistance channelled vigretty positive, as to the all-Ukrainian
civil society — making for an annual operation sociological poll«Civil Society in Ukraine: the
worth roughly $300 million. USAID has views of citizensspublished by the Democratic
doubled its assistance: in 2016 it allocated $67nitiatives Foundation on October 2019 (DIF,
million to programmes supporting anti- 2019) half of the Ukrainian citizens admitted
corruption efforts, good governance and civil that NGOs are really useful for their cities and
society in Ukraine (Lutsevych 2017: 61). communities (58 % in the Western Ukraine, 52
European Union, being the biggest % in the Center, 54 % in the Eastern Ukraine
international donor for Ukrainian NGOs and the and only 36% on South), meanwhile 20 % are
main partner of the government, couldn't consider them not to be necessitate. But only
pretend to propose any particular model ofabout 7% of citizens identify themselves as
civic-state relations, but in thBkraine — EU NGO members and less than 20 % took part in
Country Roadmap for Engagement with Civil any civic initiative during previous year.
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Table 3.
Indicators of Civic Activism and Public Trust to NGOs in Ukraine (2012-2019)
Engagement of Citizens| December| November| December| December| December| August
(%) 2012 2015 2016 2017 2018 2019
Engagement in any civic - - 6,6 7,5
activities (%) 8,1 9.8
Membership in NGOs 2,9 3,8 2,6
4,2
(%)
zgzl)unteermg activities 10, 2 13,0 14,0 123 18.3 9,3
Charity / Donations 28,9 47,0 41, 6 25,1
(including clothes and 41,4 38,5
staff, %)
Public trust to NGO (%) 37 44 45,0 37,0 43,4 45,2

Composed by author based on ENGAGE Public opiniamey to assess the changes in citizen’s
awareness of civil society and their activities I{I-waves 2015-2018); Democratic Initiatives Poll
«Civil Society in Ukraine: the views of citizens»(J29).

According to the National Civic Engagement would ready to contribute a certain amount or
Poll (USAID/ ENGAGE, 2019) conducted by percentage of the income to civil society
the research agency Info Sapiens, during Juneinitiatives regularly.

July 2019, four out of ten Ukrainians (44.4%) But one of the main problem that at the
hypothetically are ready to contribute to a civil moment  Ukrainian  citizens has very
society organization they trust. Household controversial image of the added value that civil
income levels are correlated with readiness tasociety creates in their country and what role in
support social causes, but not as much as onghould play. From the one point of view the vast
might expect. Even among those who do notmajority of the people (77%) that the state
have enough subsistence income, 39.4% arshould stimulate the civil society’ development
ready to contribute some funds to initiatives. and only 9% per cents stay on contrary opinion
The level of education is the strongest factor(Democratic Initiatives 2019). But, as to the
influencing the willingness to fund civic data of National Civic Engagement Poll (2019),
initiatives: the higher the education, the greaterl9 % of respondents are certain that state should
the likelihood to support civic initiatives. finance CSOs and only 8% think that Ukrainian
Interesting that mostly people in Ukraine arecitizens have to contribute to civil society
ready to donate small sums up to 100 UAHs (26financially.

%) or from 100 to 1000 UAH (13%), 4,6 %

Who do you think should finance civil initiatives/NGOs?
Individuals from

0%

Foreign governments Hard to zay
broad T e e
5% = Rich people
TUkrainian citizens / \& 26%
Cilizens \ \
|

Citizensthat belong
tothe groups that \' Business
this mitiative 4 \’/// 21%
represents or their Slale
friends/familics 19%

14%

FigFigure 3. Distribution of responses to the quast «Who do you think should finance civil
initiatives/INGOs?», USAID/ ENGAGE National Civic Efagement Poll survey’s dat@019).
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Among the reasons that motivate citizens tofactor is citizens’ trust in a civil society
contribute to a civil society organization, organization, important for 31.9% of
respondents continue to be influenced by clearespondents. Transparent management of
objectives or goals and the results of a civicfunding is considered to be a significant factor
initiative (38.4%). The second most influential as well, according to 29.7% of Ukrainians.

Key factors of financial suppeort for civic initiative or
organization, Ukraine, 2019
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Figure 4. Key factors that motivate Ukrainian cigns to contribute to a civil society organizatiom o
initiatives (up to 3 options to choose), 20X@omposed by author based on USAID/ ENGAGE National
Civic Engagement Poll syrvey’s data (2019).

These reasons, named by Ukrainian citizens, are  good governance;

close to that, pointed out in the research by.  prudent financial management;

Bullain and Hadzi-Miceva (2009) condu_cted for . demonstrating goodwill or an intent to meet
the European Center for Not-for-Profit Law. certain professional and management standards;
They emphasize the most important factors of, demonstrating regularly that it uses its
public and private donations are to be theresources wisely and does not take advantage of
accountability and transparency of civil sector. jtg special privileges (e.g., tax exemptions) to
Accountabilityis generally understood there as pyrsue activities contrary to its nonprofit status
an obligation or willingness by the NPO to (gy||ain & Hadzi-Miceva 2009: 11).

accept responsibility or to account for its © From that point of view civil organizations
actions. Accountability means that the NGO ge far to demonstrate high level of
holds itself accountable towards its multiple accountability which based on some structural
stakeholders and ensures that it meets thengllenges such as small number of members
various stakeholder needs and interestsing employees, lack of financial literacy among
(including “beneficiaries, donors, government, activists, predomination of short-term grants
policy makers, volunteers etc., as well as théfrom the donors aimed mostly on concrete
public at large). This includes the following key project implementation, than on institutional
elements: _ o developments.

+ compliance with legal obligations; In the same researchtransparency is

+ demonstrating how resources are spent andefined as an obligation or willingness of NPOs
how these respond to the mission andto publish and make available basic data about
obligations taken towards stakeholders;
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their operations, including organizational, such plays a very important role in CSO
financial and programmatic data as well. An sustainability. In fact, in most countries earned
NGO is transparent if it readily opens andincome represents the major part of the income
makes available its accounts and records tof the CSO sector (Sator 2010). CSOs'
public scrutiny by funders, beneficiaries, and economic activities and social entrepreneurship
others. There are some structural components afan be an innovative and useful way for some
the civil society organizations transparencyUkrainian NGOs to maintain financial
among which: independency as well as the option of
« Organizational  transparency means integrating some social categories into a normal
availability of the basic data regarding the social life in local communities. If to go back to
establishment and registration of the NGO thatthe statistic data provided above, the own
allows third parties to identify the NPO and income from economic activities tended to grow
seek out its responsible officers for further more than double from UAH 467 million
information (e.g. name, seat address, decisiontapproximately $ 17,3 million) in 2016 to UAH
making body). 1,106 billion ($ 40,9 million) in 2017, reduced
o Programmatic transparencincludes basic then_to UAH 76_4 million in 2018 (State Statistic
data on activities and services which allows theService of Ukraine 2019). _
government and the public at large to assess the One of the reason of such sporadic
effectiveness or efficiency of the NGO. development lies in inadequacy of legal
« Financial transparency is related to framework: Ukraine does not have a special law
publishing financial reports about incomes, On social entrepreneurship, meanwhile the Law
expenses and general financial health that ar@n Civic Organizations is open to interpretation
required by the legal frameworks of the given by the tax authorities, therefore, CSOs are faced
country. Further, the entirety of data andWith difficulties when utilising their rights to
information presented by the NGO should €ngage in economic activities, due to rigid
provide third parties with an overall interpretation of accompanying rules and
understanding as to the nature of operations oPbligations by tax authorities. There is a need to

the organization (Bullain & Hadzi-Miceva distinguish a social entrepreneur from others.
2009: 12). Moreover, there is a lack of consistency from

Since the new Law on Civic Organizations donors and others on what constitutes a social

in Ukraine was adopted in 2012, the Unified enterprise and its applicability. Companies who
Register of Civil Organizations became are socially responsible and CSOs who have
available on-line, what increased the €conomic activities, should not be confused
organizational transparency of the third sectorwith social enterprises. It is possible that some
in Ukraine in general. Those NGOs which hasaspects of a social enterprise can be
the status of legal entity are oblige to reportaccommodated through changes to associated
annually on their financial incomes and laws (labour law, fiscal law, social benefits
spending to the Fiscal service as well to thelaw), rather than having a law on social
Statistic Service, but only about half from 82 enterprise as such (EU Delegation to Ukraine
thousands of NGOs registered in Ukraine as or?019). _ _
the January®, 2019, do that regularly. If those As to the state support for CSOs in Ukraine
organizations which collaborated with foreign there were some funds managed by particular
donors and public authorities provide their Ministries, such as the Ministry of Social
financial reports to these bodies, mostly NGOsPolicy, Ministry of Youth and Sport, and
are not transparent to their stakeholders, targeMinistry of Culture allocated a combined total
groups or citizens taken in large. of $136 million for CSO funding, an increase
Taking to account public opinion regarding Of 1.7 times compared to 2017 and 2016. But
the sources of civic organizations finances andcontrary to the National Strategy for Supporting
economic inequality in Ukrainian society the the Civil Society Development in Ukraine
most significant purposes for the next national(2019) and to expectations of experts and civil
strategy should be the concentration onactivists, these s‘gate bOdleS_ mostly used the old
reduction of the dependence from foreignapproach of direct funding for concrete
donors, increasing the share of public fundsOrganizations, and less percentage of state
(both national and local), stimulation of both budget was provided on a competitive basis
charity from the business side and the sociapfter the long avocation and pressure from civil
entrepreneurship. society and attention from international
Earned income can help a CSO finance itsorganizations’ side.
administrative or developmental needs and as
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For example, the Ministry of Social Policy cooperation of local authorities and civil
alone allocated $3.7 million to CSOs serving society.
veterans and people with disabilities in 2018. Conclusions. The issue of financial
That year, after pressure from veterans’'sustainability remains one of the most
associations, it for the first time ran a challenging for Ukrainian civil society: from the
competitive tender process for non-profit one side most known and capable of them
organizations of veterans and has awarded UAHIepends from international donors, from the
19 million ($692,000) to 80 such organizations other side shifts toward to the closer
(Boulégue, Lutsevych and Marin 2018: 19). Thecooperation with the state or local authorities’
Ministry of Youth and Sport selected forty-one make NGOs more depended from political
CSOs to implement fifty-seven projects focusedactors and influence badly on their public
on youth and children with a total budget of image.
UAH 11 million (approximately $408,000) There could be at least three paths to achieve
meanwhile they provided grants to nineteenfinancial sustainability for Ukrainian third
CSOs to implement thirty national and patriotic sector connected with three strategic dilemmas:
projects with a budget of UAH 7 million firstis to play role of independent monitors and
(approximately $270,000), almost twice asneutral policy influencers getting funds from
much as was awarded in 2017 (UAH 4 million). international donors, second is to increase
The most positive practices of contests andpublic funding for NGOs on state, regional and
competitions were implemented by the local level though national grants’ system, open
Ukrainian Cultural Fund, a public institution, calls and contests, implementing participatory
conducted three funding contests that providedoudgets etc., choosing between corporativism
full and partial support for 298 CSO projects and Scandinavian model. And the third option
with budgets of UAH 148,770 ($5,500) each for NGOs is to move to the market-oriented
(USAID CSOSI, 2019: 233). The experience of liberal model and to sell their services to
Ukrainian  Cultural Fund shows that, domestic actors, including business, interest
independent  boards, transparent rulesgroups, local authorities and political parties.
competitive approach and positive image ofTaking to account public opinion regarding the
newly established institution are more attractivesources of civic organizations finances and
for civil society to cooperate with the economic inequality in Ukrainian society the
governmental authorities. most significant purposes for the next national

Due to the decentralisation reform what wasstrategy should be the concentration on
recognized as most significant and successful imeduction of the dependence from foreign
post-Euromaidan Ukraine large costs aredonors, increasing the share of public funds
cumulated on the level of local communities. (both national and local), stimulation of both
This provides a lot of opportunities to CSOs, charity from the business side and the social
therefore they could compete for grants,entrepreneurship.
municipal and regional public funds, as well as Every of these paths includes its own risks
to provide social services in the partnershipand perspectives, and definitely the choice
with local self-government bodies. The social depends not only on civil society organizations’
entrepreneurship is also the phenomenorpreferences but on social expectations, political
closely related to particular community needsenvironment and state’s strategy which drives to
meanwhile accumulating costs from individuals the necessity of renewing broad dialogue
and business traditionally works better on thebetween civil society, political elites,
level of personal contacts. Regardless the facgovernment and international donors in the new
that participatory budgets become more andpolitical circumstances.
more widespread in Ukraine, the model of
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