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Strong and financially stabile civil society
- benefits for the country

"A strong civil saciety contributes to an ef-
fective state that can protect people’s human
rights, support economic growth, tackle corrup-
tion and provide security and basic services like
education and health care.”

DFID Practice Paper: Civil Society and Good
Governance, September 2007

Civil society development mirrors the level of
development and openness of a democratic
society. In BiH, civil society is still very weak
and divided,” and more efforts are required to
develop the capacity of civil society, particularly
in areas in which it is not an equal partner to
the government. In addition, many CSOs also
face financial instability and a constant struggle
to find new funds. On the other hand, there
some very good and well developed CSOs in
BiH, which are able to play a strategic role in
establishing and maintaining cooperation with
relevant institutions and can participate on an
equal level in the decision-making processes.

It is necessary that the BiH institutions recognize
the benefits and advantages of cooperating with
civil society and, more generally, are aware of the
benefits of the existence of a strong and develo-
ped civil sector in the country. The benefits for lo-
cal institutions of cooperating with CSQs are mul-
tiple. They include the possibility of outsourcing
services within their competencies, but which

! This was noted in the EU document: ,Enlargement Strate-
gy and Main Challenges 2007-2008" that assessed a slight
improvement of BIH authorities in supporting the civil society
development; that is however still not developed enough.

they currently do not have the capacity to imple-
ment?, to expert civil society actors; and the pos-
sibility of benefiting from CSO’s subject matter
and field expertise in the development of policies
and legislation. In addition, civil society can and
must play an important role in the accession of
Bosnia and Herzegovina to the European Union.
CSOs can implement advocacy campaigns to
ease the adoption of reforms, especially those
that do not have the full support of the public
but are necessary to fulfil pre-accession require-
ments. They can also play an important role in
stimulating the effective use of EU pre-accession
funds, and in the future, in planning the use of
structural funds?®.

For these reasons it is extremely important that
the BiH authorities recognize the importance of
creating conditions for the development of a
strong and stable civil society and contributing
to its financing. In order to do this, they must
create an enabling environment*, and in order
to do that, it will be necessary to create a trans-
parent and systematic system for funding CSOs
from public budgets.

Z An example of delegating some competences to the CSOs is
Ministry of Security, which outsourced 6 local NGOs to provide
shelter and free legal aid to foreign victims of trafficking

¥ More on the role of CSOs in the process of European integra-
tion: National strategy for the creation of enabling environment
for civil society development 2006-2011, Office for Coopera-
tion with NGOs, page 52-54

4 An enabling environment is the one that enables and does not
control, which guarantees the independence of CSOs. As the
Ljubljana Declaration states, an enabling environment means
more than just creating a legal and fiscal framewaork. It is not
enough to meet European standards for civil society. In fact,
there is not one European model; instead there exist a series
of different standards

Summary

This policy brief presents the
findings and recommendations
of the research entitled “Civil
society organization financing for
BiH government budgets - a case
study of the BiH Ministry of Civil
Affairs”, conducted within the
Policy Development Fellowship
Program 2008-2009, funded by
the Open Society Fund of Bosnia
and Herzegovina (BIH).

The study explores issues relating
to financing civil society organiza-
tions (CSOs) from the funds of
local institutions’ budgets, and
focuses particularly on the funds
allocated at state level, by the
Ministry of Civil Affairs of Bosnia
and Herzegovina. The assump-
tion is that the recommendations
resulting from this research could
be applied by lower levels of BIH
governments as well.

The research showed that BiH
currently does not have a single
coherent policy for civil society
funding and that the funding
process is non-transparent.
Significant amounts of money are
allocated annually by all levels of
government to finance civil soci-
ety, often without public tenders
and with almost no follow-up
analysis of the effectiveness of
the projects funded. As a result,
this has discredited the work of
these financing institutions and
has had a negative effect on
development of civil society. The
goal of this study was therefore
to define models for financing
CSOs from the local institutions’
budgets, which would have a
positive effect on civil society
development and also build trust
in the work of ministries, and
contribute to the development of
a better understanding between
civil society and government.



5 The NGO Index is a standard USAID tool
for assessing NGO sustainability in the
countries of Europe and Eurasia. Its metho-
dology is standardized and consists of con-
ducting focus group discussions with NGO
experts, assessing a country's score and
producing an annual report. The NGO Index
2007 is available at: http://www.usaid.
gov/locations/europe_eurasia/dem_gov/
ngoindex/2007/complete_document.pd

% Previous studies that explored the topic
of financing CSOs showed that all levels
of governments in BIH allocate significant
funds for civil society support; for example,
in 2007 they awarded a total of 110 mil-
lion KM. Most of the funds come from
municipal level; the state assigns the small-
est amount. In 2008, the Ministry of Civil
Affairs distributed 1.5 million KM to 160
organizations in the country. More on this
see: “Analysis of institutional cooperation
between governmental and nongovern-
mental sectors in Bosnia and Herzegovina”.
Kronauer Consulting, Sarajevo, 2008. Avail-
able at: < http://www.kronauer-consulting.
com/download/analiza-en.pdf>. Retrieved
at 15.04.2009.

7 More on allocation methods: “Govern-
ment Allocations for the NGO Sector in
Bosnia and Herzegovina in 2007. SDC:
2008,” Swiss Agency for Development and
Cooperation (SDC)
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The current model of financing civil soci-
ety - what is missing?

“...Financial viability remains the biggest con-
cern and the

weakest dimension of NGO sustainability.
NGO index 2007, USAID

To date, the main source of CSO funding has
been international donors. However, they are
now reducing their financial assistance to BIH,
and directing it towards other crisis areas. This
will inevitably lead to a complete change in the
main sources of CSO funding over next few years.

At the same time, it is clear that the process of
allocating funds from the budgets of local institu-
tions at all levels of government is not conducted
in a transparent manner, lacks strategic vision,
and is often motivated by political and per-
sonal interest. This has led to diminishing trust
amongst both the public and CSOs in the institu-
tions responsible for allocating the funds. Large
amounts of money are allocated annually to pro-
vide support to civil society® without any coordi-
nation amongst the grant giving bodies without
complying with any procedures. In addition, a
large number of grants are allocated without an-
nouncing a public call for proposals or applying
any guidelines during the selection process’.

The main focus of this policy study is the way
in which the BiH Ministry of Civil Affairs grants
financial support to CSOs. The findings de-
veloped, after collecting and reviewing the
information gathered, showed that many of
the CSOs do not understand the procedure by
which the Ministry allocates grants. In addition,
they do not trust that the system for allocating
funds is fair or transparent. They consider that
the process is very biased and subject to politi-
cal and personal interest. On the other hand, it
was clear that the Ministry is gradually work-
ing on improving the grant procedures. In that
way, it can serve as a example to institutions at
the lower level of government, which allocate
financial support without any procedures, or
any intention to systematise their grant alloca-
tion. However, there is still room for improve-
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ment in the way the Ministry allocates grants to
CSOs. For example, it needs to design its calls
for proposals in a more strategic way, so that
the projects implemented by the CSOs it funds
are framed in the context of the Ministry's and
BiH's strategic development goals. In addition,
it should establish specific selection criteria for
each project and monitor and evaluate the proj-
ects it funds to assess whether they have used
the funds for the purpose intended and had a
positive impact in the intended beneficiaries.

In conclusion, the current way of financing CSOs
at all levels of government in BiH has no posi-
tive impact and influence on the development
of civil society. In addition, because projects are
not evaluated, it is not clear whether projects
funded by public budgets have any positive
effect on their intended beneficiaries or wider
society. Finally, funds are not allocated in ac-
cordance with the strategic objectives of the
relevant authorities, or BiH as a whole, which
means that the relevant institutions are miss-
ing out on the added value that strategic CSO
projects could bring to their work.

What Next?

The question of how to fund civil society and
its development from the budgets of local insti-
tutions in the most effective and strategic way
is currently a controversial question in BiH, and
needs to be dealt with now. It should be ad-
dressed in a responsible and serious manner,
with an eye on the political and social reality in
BiH. CSO funding must be allocated in a trans-
parent way, which minimizes any possible mal-
practice in the selection process, and also builds
the confidence of citizens in the institutions that
fund civil society. It should also be conducted in
a strategic way, so that it positively influences
the development of civil society in BiH, and also
plays a role in helping the BiH institutions to
achieve their strategic goals. To sum up, in or-
der to reform the system for funding CSOs from
public funds, there will need to be significant
changes to the current system of financing.

After considering the findings of this research
and reviewing best practice in the region, we



reached the following conclusion. It is essen-
tial to establish a state level independent body
responsible for: providing more systematic
support to civil society; for establishing better
relations between CSOs and the government;
and to ensure more strategic, systematic and

transparent funding for civil society. Such a

body would:

* contribute to the establishment of a more
consistent and coordinated process of
CSO grant allocation at all levels of govern-
ment;

* increase the transparency and efficiency
of the administrative bodies that allocate
grants;

* provide a clearer picture of which CSQOs are
being funded by which government body to
do what work; and therefore

* reduce the likelihood of wasted or inappro-
priately allocated funds and of funds being
allocated by more than one government
body to fund the same activity.

It would neither be technically, nor politically,
feasible to centralize the allocation of financial
assistance from all levels of the government in
BiH to this independent, state level body. There-
fore such a body should, in its initial phase only
be in charge of grants coming from state and,
if possible, entity level, but develop a Code of
Practice for distributing public funds to CSOs
that would also be applicable to the lower lev-
els of government. After harmonizing the pro-
cedures for allocating CSO grants at state and,
ideally, entity level, this body could develop the
capacity of the relevant state and entity insti-
tution to award grants in compliance with the
Code of Practice. When this had been done, the
body could hand back grant allocation respon-
sibility to the state and entity institutions and
focus on monitoring and evaluating the imple-
mentation of the Code of Practice by all levels
of government in BiH. These responsibilities
could be incorporated within the responsibili-
ties of the Office for cooperation with the non-
governmental sector, which the Agreement on
Cooperation between the Council of Ministers
of BH and the Non-Governmental Sector in BiH®
envisages will be established by the Council of

Ministers. Until then, the competencies for al-

locating state level funds should remain with

the BiH Ministry of Civil Affairs, which would

need to make significant changes to its grant

allocation and implementation process and pro-

cedures.

These changes would among others include:

* development of the set of criteria and sys-
tem for scoring the project application

* Set a limit on the value of projects that
CSOs can submit for funding in each call
for proposals

* introducing the obligation of narrative re-
porting on project activities

* conducting the evaluation and monitoring
of finances CSOs project and their impact
on the community

- This should be regarded as an intermediate so-
lution, until the establishment of the Office for
cooperation with the nongovernmental sector
at the level of the BiH Council of Ministers.

It is inevitable that there would be considerable
resistance to this idea from some of the state
institutions that currently have CSO funding
within their remits, and perhaps from lower lev-
els of government, and some CSOs too. How-
ever, the introduction of a more streamlined,
effective and transparent system for financing
civil society organizations from public budgets is
one of the priorities of the European Union, and
would be advantageous to all parties, inclduing
the BiH institutions, CSOs and the beneficiaries
of their projects.

The following specific recommendations would
apply once the Office for cooperation with the
nongovernmental sector had been established:

Recommendations relating to the new Off-
ice for cooperation with the non-govern-
mental sector within the Council of Mini-
sters of BIH:

1. Ensure transparency in decision-making and
grant allocation, to include:

- Project selection criteria, as well as a points sys-
tem. Scoring of specific criteria should be clearly
defined and stated in all calls for proposals.
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8 Agreement on Cooperation between the
Council of Ministers of BH and the Non-
Governmental Sector in Bosnia and Herze-
govina, Sarajevo, December 2007, available
at: < http://www.civilnodrustvo.ba/files/
docs/Agreement_on_cooperation.pdf
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A “Policy Development Fellowship Program”
has been launched by the Open Society
Fund BiH in early 2004 with the aim to im-
prove BiH policy research and dialogue and
to contribute to the development of a sound
policy-making culture based on informative
and empirically grounded policy options.
The program provides an opportunity for se-
lected fellows to collaborate with the Open
Society Fund in conducting policy research
and writing a policy study with the support
of mentors and trainers during the whole
process. Forty eight fellowships have been
granted in three cycles since the starting of
the Program.

All policy studies are available at
WWW.S0r0s.0rg.ba
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- Set a limit on the value of projects that CSOs
can submit for funding in each call for proposals
and create a system that is aimed at providing
larger amounts of funding for a smaller number
of organizations. Ideally, grants should either
cover all of the project activities outlined in the
application, or make co-funding a clear require-
ment in the call for proposals, so as not to risk
the chances of implementing the projects which
are awarded funds.

2. Assure that projects funded by BiH institu-
tions draw on the strategic plans of ministries
and the development priorities of BiH as a whole,
in order to enable better coordinated and strate-
gic projects and improved cooperation between
CSOs and the relevant institutions.

3. Design a Code of Good Practice, Standards
and Benchmarks for the Allocation of Grants for
the Programs and Projects of NGOs applicable
to all government institutions in BiH and the
Office for cooperation with non-governmental
sector in the process of grant allocation.

4. Assign clear responsibilities for monitoring,
analysis and evaluation of financing CSOs from
public budgets at all levels of government in BiH.

Recommendations relating to ministries at
all levels of BiH government:

1. Provide more information to the ministries
at all levels of government about civil society
in general, but also about the benefits they can
gain from improved cooperation with civil soci-
ety and possible modes of future cooperation.
2. Build the capacity of the ministries represen-
tatives to apply strategic thinking and identify
potential areas of cooperation with civil society,
which would allow for joint activities based on
partnership and other types of cooperation.

3. Designate one point person for CSOs or set up a
department for civil society within each of the min-
istries which actively work with or support CSOs,
with responsibility for working with the Office for
cooperation with the nongovernmental sector.

Recommendations that affect the develop-
ment of the civil society:

1. Develop a coherent state development policy
for civil society that will be a guide for all actions
concerning civil society and its funding.
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2. Encourage capacity development of CSOs in
sectors where CSOs are currently underrepre-
sented or weak, so that they are better able to
play a strategic role in the development of those
sectors.
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