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The individuals named at the end of each country profile are the principal authors
(“correspondents™) of their respective profile. The profiles may have been edited for style,
length, or consistency.

For all amounts in local currency, conversion information was added for euro (€) or US
Dollars (US$). The exchange rates used were either provided by the correspondents, or they
were average, rounded exchange rates for 2004 provided by < www.oanda.com >.

Part | of the 2005 Community Foundation Global Status Report is a general overview of what
community foundations are; the trends in their development as viewed from a global
perspective; a review of community foundation developments by region; and a list of
correspondents for the country profiles with contact information. It can be found at

< www.wingsweb.org >.

Country profiles of other regions — the Americas, Africa, and Asia and the Pacific — can also
be downloaded at < www.wingsweb.org >.
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BELGIUM

Community foundations

History

The first regional fund in Belgium was established in Central and South-West Flanders
(“Midden en Zuid-West Vlaanderen”) in 2001. Central and South-West Flanders comprises
the towns of Kortrijk, Roeselare, Tielt, and leper, and has about 600,000 inhabitants (10% of
the Flemish population). Geographically, Flanders is situated in the Northern half of Belgium,
and Dutch is the official language of the region.

The regional fund in Central and South-West Flanders is the result of a joint effort between
the multinational company Levi Strauss, local leaders and the King Baudouin Foundation
(KBF), with KBF administering the fund. In 1998, Levi Strauss closed two factories in
Central and South-West Flanders (in Wervik and in Gits). Levi Strauss then made a donation
of some €811,218 (then US$700,000) to the KBF to create a development fund for the region.

The KBF brought local leaders and Levi Strauss together to consider starting a regional fund.
The donation from Levi Strauss to the regional fund was to be split: half was to go to
endowment, half to fund grants. After selecting a local Board (Board members were
community leaders broadly representing the mix of people in the region), the regional fund
was officially registered on 2 May 2001 and set up for an indefinite period of time within the
KBF. The KBF is legally responsible for the actions and financial agreements made by the
regional fund. KBF’s investment and financial policies apply to the regional fund as well.

A second regional fund has been established for the region of Limburg. “A Heart for
Limburg” Community Foundation aims, together with other local partners, to collect funds
that will benefit the province and its people over an indefinite period. Grants will support a
diverse range of projects and initiatives in Limburg. “A Heart for Limburg” will therefore
become a sustainable community foundation intended for and belonging to Limburg and its
people.

A campaign began in 2003 to raise funds to benefit the drop-in center for people with cancer
and those close to them in Hasselt. A total of €154,351 was collected. The initiative for this
campaign came from Concentra Media, a media group based in Limburg. More recently, an
independent panel helped Concentra Media select 20 projects to support children coping with
a serious illness or handicap. In October 2004 a fundraising campaign was organized to
support these projects, and it continues.

Concentra Media wants to involve other local partners, such as businesses and private
individuals, in developing “A Heart for Limburg”. After consultation with the KBF it was
agreed that “A Heart for Limburg” would be managed as a community foundation within the
King Baudouin Foundation.

Current situation

The KBF does not promote the community foundation concept in other regions. The KBF
believes that the idea should come from local groups of people. Bottom up, not top down!
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Complete list of community foundations

Number of community foundations formally established: 2
Additional community foundations at early stages of development: 0
Community Foundation Central and South-West Flanders, 2001
< www.kbs-frb.be/code/page.cfm?id_page=125&id=656 >
Community Foundation Limburg, 2003

< www.kbs-frb.be/code/page.cfm?id_page=125&id=764 >

Community foundation staffing

The community foundations do not use volunteers, apart from board members.

Community Foundation Central and South West Flanders: One paid staff member started
full time in June 2004.

Community Foundation Limburg: Two full time staff members paid by Concentra Media.

Community foundation income

Donor category

One donor, Levi Strauss which took the initiative to create the community foundation (see
above). An additional donor gave €18,500 in 2004. The challenge for the future is to look for
new donors, with a preference for corporate donors.

For the Community Foundation Limburg, Concentra Media is the principal in-kind donor.

Purposes

Grants in the community, etc.

Permanent funds/sustainability

West Flanders: The additional donation of €18,500 went into the endowment.

The environment for charitable giving

Local attitudes

This has not yet been studied within the community foundation region.

Legal and tax environment

The community foundations are set up within KBF, so all rules and regulations for KBF
apply. Gifts of €30 and above are tax-deductible.

Changing attitudes and the national or regional environment

In Belgium this environment is dominated by the welfare state, with high taxes for individuals
and many government-subsidized and supported initiatives. So where do community
foundations fit in, where is our niche? Through the community foundations in West-Flanders
and Limburg, we hope to get some answers to these questions. Perhaps in the future we can
explore further partnerships with local media players.
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Current challenges and future developments

e The main challenge remains to get new funds to the community foundation in order to
sustain it, but more so in order to become a local player that others see as important
and useful.

e Establishing a better understanding by the local community of what the community
foundation is and does by giving grants to local projects. This will be done in 2005.

Support Organizations

History and purpose

The King Baudouin Foundation (KBF) is a public benefit foundation with a mission to help to
improve people’s living conditions. It was established in 1976 on the occasion of the 25th
anniversary of King Baudouin’s coronation. The Foundation has total annual expenditures of
€39m, of which 84% are allocated to projects.

The community foundations are established as regional funds within the King Baudouin
Foundation (KBF). Each community foundation operates as an independent body, and the
KBF supports the community foundations through its know-how, leadership, guidance,
financial management, etc.

International links

KBF is active in international networks regarding the development of community
foundations, including the Transatlantic Community Foundation Network and the
Transatlantic Community Foundation Fellowship program. The knowledge gained through
these international networks is transferred to the community foundations.

Additional resources

See < www.kbs-frb.be > under “Streekfonds”

Correspondent: Vera Billen, King Baudouin Foundation
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BOSNIA AND HERZEGOVINA

Community Foundation Simin Han

History

Community Foundation Simin Han was established on18 February 2003 by citizens of Simin
Han who had the ideas, will and energy to do something for their community and town. The
initial stimulus was the Youth Empowerment Partnership Program (YEPP), developed with
the Freudenberg Stiftung (Germany) which began working in Simin Han in 1999, because of
its concern with specific post-war conditions.

Simin Han is in the northeastern part of Bosnia and Herzegovina (BiH) at the most eastern
part of the town of Tuzla, close to the administrative border between the Federation of BiH
and the Republic of Srpska (which together form the state of BiH). The Simin Han area
underwent dramatic changes during and after the war between 1992 and 1996. There was a
high level of migration of the local population after 1992: the native population left the area to
move abroad (including what is today the Republic of Srpska), while many refugees fleeing
from Serbia settled here, constituting now about 80% of Simin Han’s inhabitants. As a result,
living conditions are unstable and although the process of transition and reconstruction has
begun, many basic needs remain (housing, social and medical insurance, employment and
access to education). In addition, many inhabitants are recovering from the trauma of war
experiences and personal tragedies.

The founders saw establishing the Community Foundation as a way to overcome these
problems. Eighteen citizens of Simin Han selected an independent Board of seven members,
who set the following goals:

development of a long-lasting philanthropic fund that will serve the community
empowerment of citizens’ participation and activities

promotion of volunteering and local philanthropy

networking and coordinating activities among groups in the community

building partnerships with donors (foreign and domestic, companies and public
institutions, individuals, etc)

The vision of the Foundation is to create a self-sustainable, self-organized and self-confident
community, and a strong focus is on the needs of local young people.

There do not appear to be any other registered community foundations in the Federation of
Bosnia and Herzegovina.
Current situation

Facts and recent developments

Community Foundation Simin Han currently works in the suburb of Tuzla Municipality,
which has around 10,000 inhabitants. The process of local fundraising and endowment
building for projects to benefit the community is hard with such a small population base and
there are plans to increase the area to the whole of Tuzla town (population 150,000). This will
also be the first step in getting more support from local government. Initial discussions have
begun with the Community Foundation’s main donor, Freudenberg Stiftung, and with
potential international funders for covering expenses related to visibility, marketing and PR.
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Activities

Our main activities in 2004 were making grants to local projects and working on the Youth
Empowerment Partnership Program. Local projects involved building a children’s
playground, a campaign for traffic safety for children, and photography, music and art
courses. The Foundation also runs a community center used by local people for information,
education and social activities.

Examples of community foundation activity

Monthly meetings of organizations active in the community to exchange experiences and
plan joint activities based on agreement about key issues of concern, such as environmental
problems, violence, infrastructure and road traffic safety. For example, the Community
Foundation initiated and funded a group which photographed unauthorized garbage dumps,
and as a result the municipal government cleaned up the area. In June, the Foundation worked
in close partnership with a primary school whose students and teachers with others from the
community demonstrated in the open road that they needed more traffic signs, more
pedestrian crossings and a traffic light. The positive results of the monthly meetings and
common actions with different partners in the community were that the Municipality reacted
faster. It made official statements and promised to clean the area in the one case, and, in the
other, installed the traffic light and made other improvements in the road conditions in Simin
Han, especially near the school.

Youth bank project: the Foundation has organized training to develop the Youth Bank
process, based on the experience of YouthBank UK in Northern Ireland. Young people in a
Youth Bank Committee give small grants to projects run by young people from Simin Han.
Over about nine months a group young people (now 20 in number) worked on the Committee,
learning about grantmaking and enjoying the experience. The grants, which range from €50 to
€500 for projects to benefit the community and youth, are creating new opportunities for
festivals, dances, social and sports activities.

Staffing

There are three paid staff: Executive Director, Community Center Coordinator, and
Administrative and Program Assistant (who also helps organize the activities within YEPP,
especially in the area of the economy and entrepreneurship).

There are seven volunteer Board members, and three local young people who are volunteers
in the community center, where they are involved in running a newspaper group, aerobic
classes and the Youth Bank committee.

Community foundation income

Donor category

The Foundation is still supported for the most part by international and local foundations. The
percentage of financial support from individuals and families, as well as from local businesses
and local government, remains very small and almost insignificant. However, the Foundation
hopes to increase the level of locally raised funds in the years to come, especially after 2005
when we hope to expand and cover the whole area of Tuzla Municipality.
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General estimates by donor category are as follows:

international foundations 64%
local foundations 28%
local government 5%
individual contributions 3%
Purposes
The income received is as follows:
unrestricted funds 6%
specific programs 42%
operating costs 52%

Permanent funds/sustainability

The Foundation was started with an endowment fund of €1,000. Last year this increased to
€4,000 with a grant from a local foundation. Building the endowment fund is part of the
Foundation’s development strategy, but it will take time. The Foundation’s strategy for
raising funds for grantmaking is to focus on governmental bodies and public funds. Foreign
foundation support will certainly be needed for some time.

The Foundation receives income from offering courses and training, renting out space and
running a café in the community center which it manages. This income covers the center’s
running costs and goes towards the Foundation’s office expenses (in the future this income is
hoped to cover all office expenses). Other staff costs are incorporated into project proposals
for specific programs.

The environment for charitable giving

Local attitudes

There are no specific and statistical data on community philanthropy in BiH, but there are
recently published documents on philanthropy development in Croatia (published by AED
CroNGO Program) and Serbia and Montenegro (published by the Balkan Community
Initiatives Fund). Generally speaking, in the Balkan region, people are not well informed of
the funding needs of NGOs; where there is awareness people are positive but say that due to
the generally bad economic situation of the majority, they are more concerned about survival
and finding employment than about charitable giving. There is also a lack of trust in the
motivation of those who fundraise. Businesses are reluctant to give to charities since charities
are not recognized by tax laws. There is no long tradition and culture of charitable giving and
local activism, a consequence of the former socialist system, where charities were controlled
by the government.

Legal and tax environment

In BiH there is not enough information or much knowledge about tax incentives for charitable
giving. Governmental incentives do not exist or are insignificant. Charitable giving is seen as
similar to any other financial transaction in the business sector. If NGOs are performing
commercial or economic activities, they are required to pay taxes. More favorable tax laws for
philanthropy would help. Nevertheless, the legal and tax environment should not be crucial to
the community philanthropy movement in BiH and cannot be seen as a major problem for the
community foundation, although it is important for our development.
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Changing attitudes and the national or regional environment

There is a need to inform people about community philanthropy to differentiate it from
humanitarian support, and to improve awareness of the scope to support sport and cultural
developments, as well as in environmental and human rights issues. The Foundation will
develop a strategy for investing more in educating people about the field. Businesses may
continue to want to fund only direct and visible projects. The Foundation spreads its message
through leaflets and public campaigns, and uses local radio to publicize grants programs and
activities that benefit the community.

Current challenges and future developments

BiH is still rebuilding the economy and the legal system destroyed by the war. In addition, its
legal and governmental structure is complicated, inhibiting positive development. High rates
of unemployment also burden charitable giving in the region. The media show interest in the
activities of the Community Foundation, but they are not interested in doing deeper research
or in promoting philanthropy. The atmosphere is changing as people talk more about the need
to look for funds within the local area from businesses and individuals. The Foundation will
put more stress on spreading information on the charitable actions and activities in the area
where it operates and speak more in public about the importance of philanthropy.

Support needs

There are many local organizations that provide training in areas such as capacity building,
management and fundraising, and the Foundation takes advantage of these.

International links

The foundation has attached great importance to learning from similar organizations and
collaborating over funding proposals. It is included in the following exchanges and networks:
e YEPP community: links with YEPP sites in Turin, Antwerp, Mannheim, Kristinestad
and Dublin, for training and networking. Participation in the Youth Bank training
organized by EFC’s Community Philanthropy Initiative.
o the local Reference Group of Tuzla Canton, through which it shares information with
other NGOs in the region.

Additional resources

Annual report in English.

Correspondent: Jasna JaSarevi¢, Community Foundation Simin Han
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BULGARIA

Community foundations

History

The development of community foundations in Bulgaria was triggered by international donor
programs, and took place in three distinct stages. In 1997-98 the Mott Foundation, working
through the Open Society Foundation, funded a challenge grant program to encourage the 13
Open Society Clubs that were spread throughout the country to convert themselves into
community foundations. Four of the clubs won Mott Foundation grant awards in 1998:
Sliven, Varna, Bourgas and Rousse. The Open Society Clubs in Varna and Rousse
demonstrated success in building short-term funds from local resources. After the end of the
Mott Foundation’s challenge grant program their local fundraising gradually decreased.

The second stage began in 2000 when the Civil Society Development Foundation (CSDF)
organized several seminars and round tables on various topics relating to the founding and
operation of community foundations. As a result of this the NGO communities in six towns
around Bulgaria organized themselves to establish a community foundation with the support
of local government. Three community foundations were legally registered as a result of
CSDF support: the Bourgas Community Fund, the Plovdiv Public Fund “Razvitie” and the
Lovech Community Fund. The city governments promised to allocate some financial and in-
kind support to these organizations, but the partnership with local businesses was quite
limited. The main interest of these community foundations was not to raise money from
private donors, but to operate as a vehicle for allocating city funds to local NGOs through an
open and transparent process, and to manage flow-through grants coming from external
donors. Today, out of the three only the Community Fund of Lovech continues to operate.

In September 2001 Counterpart International started implementing a five-year program
funded by USAID to support the development of community foundations throughout
Bulgaria. The program helps communities mobilize resources for the establishment and
development of community foundations. The program currently includes six community
foundations (Blagoevgrad; Chepelare; Gabrovo; Pazardjik; Stara Zagora and Tutrakan) and
there is a growing number of communities interested in receiving assistance to start a
community foundation. Counterpart provides training and technical assistance as well as
matching grants to the community foundations included in the program. The founders of these
community foundations were representatives of local business, local government and civil
society leaders. The organizations raise funds from local donors on a permanent basis in
support of local initiatives, which have been prioritized by the citizens of the community they
serve.

Current situation

At the moment there are ten community foundations operational in Bulgaria: the six
community foundations within the Counterpart program, the Community Fund of Lovech, the
Community Fund in Sapareva Banja, Berkovitsa Donation Initiative, and Rousse Open
Society Club. About 16% of the population of the country has access to a community
foundation. The rate of community foundation creation is increasing due to the diminishing of
international donor direct support to NGOs and thanks to the growing stabilization of the
economy of the country. In addition to community foundations, there are also community
philanthropy organizations that raise funds locally for their own activities, usually targeted at
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socially disadvantaged groups. Almost every Bulgarian town has at least one community
philanthropy organization, but their total number and types of activities have not been
researched yet.

The community foundations supported by Counterpart make grants that benefit local
grassroots NGOs. Grantmaking priorities have so far included: education; improvement of
conditions in schools and kindergartens; provision of food for the most needy; improving the
living environment. Grantees include school boards of trustees (which are registered as
NGOs), Bulgarian Red Cross branches, small grassroots NGOs, and informal groups which
develop to implement particular programs.

Complete list of community foundations

Number of community foundations formally established: 11

Additional community foundations at early stages of development: 2
Open Society Club in Varna 1992
Open Society Club Rousse 1995
Community Fund Lovech 2000
Community Foundation Blagoevgrad* 2002
Community Foundation Chepelare*, < www.fund-bg.org > 2002
Community Foundation Gabrovo*, < www.fond-gabrovo.veda.bg > 2002
Berkovitsa Donation Initiative 2003
Community Foundation Pazardjik* 2003
Community Foundation Stara Zagora*, < www.fund-sz.org > 2003
Community Fund Sapareva Banja 2003
Community Foundation Tutrakan* 2004

* supported by Counterpart

Community foundation staffing

The community foundations supported by Counterpart are run primarily by volunteers who
are Managing Board members. The Managing Boards were elected by the founders, and they
have operational functions. The first three community foundations supported by Counterpart
hired paid staff in their first year with operational grants received from Counterpart, but were
not able to retain the paid staff after the end of the seed funding. In the second and third year
of their existence they reconsidered hiring paid staff and developing more sustainable
strategies for covering the operational costs (annual donations from their founders; staff
support from local government or income-generation).

The community foundations that currently have paid staff cannot afford to hire professional
fundraisers. The fundraising is still done mainly by the volunteer Board members. Half of the
foundations supported by Counterpart have paid staff and the other half rely exclusively on
volunteers.

Lovech Community Foundation relies only on volunteers. Rousse and Varna Open Society
Clubs have paid staff within the projects that they implement.
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Community foundation income

Donor category

The community foundations supported by Counterpart generate resources from a variety of
local donors: individuals, companies, and local government, as well as from external donors.
Their sources of funding and portions coming from different sources for the period 2002-2004
is below:

Citizens 12%
Business 10%
Local government 33%
Counterpart 45%

The portion of local private sources of funding in the community foundations’ income was
rather small in the first and second year of their operations, but is gradually growing. The
picture from last year, when some of the community foundations increased their local private
donor support to 50% of their annual budget, is quite encouraging. Grants from Counterpart to
match money raised for specific purposes are a big stimulus for local donors. At the same
time, there are some examples of activities supported with 100% contributions from local
donors. Most of them relate to direct provision of goods and services to disadvantaged people.

Purposes

All of the funds raised by the community foundations supported by Counterpart were
dedicated to specific programs in the first two years of their existence. In 2004 Community
Fund Chepelare was the first to raise some unrestricted funds through a payroll scheme. The
operating costs of the foundations are covered by charging a percentage of the funds raised
for specific programs.

Permanent funds/sustainability

For the time being none of the community foundations in Bulgaria have raised endowment
funds. The community foundations supported by Counterpart believe that a challenge grant
coming from an international donor would stimulate local donors to start donating money for
endowments.

The environment for charitable giving

Local attitudes

In Bulgaria there is a tradition of giving to the poor and less fortunate. However, individuals
give more often directly to public institutions (schools and hospitals) and to other individuals
rather than to intermediaries.

Research carried out by the Bulgarian Donors Forum in 2004 shows that the majority of local
philanthropists (family foundations; individual donors; corporate foundations; business
charity networks and the community funds) tend to follow the welfare approach: provide
direct goods or services; appreciate short-term effects for the beneficiaries; aim at visible and
easy-to-demonstrate positive effects, while the development agencies which function with
100% external funding are more likely to apply the transformational approach. The traditions
for local giving that focus on quick relief within the existing structures and systems have not
yet changed despite the efforts of organizations promoting the transformational approach in
philanthropy.
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There are no major obstacles for giving. The fiscal environment for donations has been
gradually improving in the last three years. However, research conducted by Alpha Research
Agency at the end of 2003 shows that only 34% of the companies consider tax deductions an
incentive for giving. They are influenced mainly by moral reasons in their decisions to get
involved in charity campaigns.

Legal and tax environment

The new Law on Corporate Income Taxation that becomes effective in 2005 evokes the
possibility for decreasing the financial result with sums of donations. It stipulates that
corporate donations to public benefit NGOs (community foundations fall into this category)
registered in the Central registry can be accounted as business expenses, as long as they do
not exceed 10% of taxable income. For such business expenses, no corporate taxes are levied.

There are no special incentives for donating to community foundations. On the contrary, there
are government incentives which promote giving to state funds and discourage giving to
community foundations and other community philanthropy organizations The Bulgarian
government has created special incentives for donating to Public Funds (state funds) with
specific purposes, such as the Public Fund for Healing of Children. Companies are allowed to
donate up to 50% of their taxable income to this Fund without paying corporate tax on these
amounts. This creates a double legal standard for giving which is not in favor of community
philanthropy.

All taxpayers — companies and individuals — may deduct up to 10% of their taxable income
for donations made to public benefit NGOs, the legal category for community foundations.
These tax incentives are largely unknown by the public. The first obstacle to greater public
giving is the lack of information.

Changing attitudes and the national or regional environment

The community foundations supported by Counterpart believe that the 1% law introduced in
several other countries Eastern Europe would have a positive impact on local donors in
Bulgaria.

The formation of a national organization for community foundations and this may have a
positive effect.

Examples of community foundation activity

The Community Foundation Chepelare was established in 2002. Its first activities were
related to raising funds for projects that ensure quick and visible results by improving the
quality of life. At first, when the foundation was one of the few functioning NGOs in town, it
implemented the projects for which it had raised funds. In the second and third year of its
work, the funds raised have been increasingly re-granted to community groups to implement
various projects. Also, the foundation has secured a steady source of income by creating a
payroll donation scheme that complements its fundraising campaigns dedicated to specific
causes. The foundation attracted most of the private donors from the town and the
municipality. Several named donor-advised funds were also started.

The Community Foundation Stara Zagora follows the same pattern of development: from
direct implementation of projects with the funds raised from local donors, to re-granting of
the accumulated resources to local NGOs. In 2004 the Community Foundation supported 13
schools with computers to equip at least one computer lab. This year the Community
Foundation will raise and re-grant funds to start a food bank for the neediest people in the
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town. The food bank will be supported by financial and in-kind contributions from local
companies and individuals on a permanent basis.

The Community Foundation Blagoevgrad developed a productive partnership with schools’
Boards of Trustees to raise funds for projects that will benefit the schools in Blagoevgrad. The
funds were donated to the Community Foundation and then re-granted to local schools that
submitted project proposals. Priority was given to schools that had attracted the biggest
percentage of donor-advised funds to the Community Foundation.

Current challenges and future developments

Local donors do not yet understand the benefits of using the services of a community
foundation. Most of the private donors prefer to donate directly to the end beneficiaries and
not to support the operational costs of an intermediary.

Some of the current challenges:

e Community philanthropy organizations are not based on local philanthropy traditions
— the community foundation model remains foreign.
Lack of commitment from large corporate philanthropists in Bulgaria and local
governments.
There is overdependence on policies and strategies of foreign donors.
There is too much use of foreign fundraising methods, and little creativity.

For the future community philanthropy organizations have to:
o find better synergy with local businesses,
e position themselves better with local government, especially in regard to joining the
European Union in 2007, de-centralization, etc,
e find a Bulgarian way to stimulate and channel community philanthropy, and
o develop stronger leadership.

International links

Three representatives of community foundations attended last year’s CPI networking meeting
in Athens, Greece. They found the event quite useful for establishing contacts with similar
organizations.

One community foundation representative attended last year’s annual conference of Canadian
community foundations and was impressed by that event.

The Counterpart Community Fund Program Manager attended the 2004 Community
foundations Symposium in Berlin. This event provided an impressive quality of information —
in-depth analysis of the community foundation global movement; practical examples of
community foundations’ activities; contacts with practitioners, researchers and experts on
community foundation development from all over the world.

Support Organizations: History

In this section we list chronologically all organizations that have provided support to
community foundations in Bulgaria:

1. Open Society Institute and Bulgarian Regional Development Association have
historically supported community foundation development. It was started with the
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establishment of 13 Open Society clubs in 1993-1997. The foundation has been recently
reshaped, reflecting the change of its activities in its name which is no longer a foundation but
an institute, and performs the role of a policy broker and a supporter to important initiatives. It
is now continuing to support local community organizations’ development but mainly within
the framework of NGO sector sustainability in a broad sense.

2. BCAF started in 1996 with the mission to develop the capacity of Bulgarian NGOs through
building a donor culture and supportive environment. Recently, it has been helping local
community foundations who wish to test new forms of donor support for themselves and their
causes — for example, payroll giving. From December 2003 BCAF is helping a small town,
Sapareva Bania, to create a community fund, and until it gets strong enough, BCAF is
managing and holding all donations for it in a joint charity account. A total of 98 payroll
givers were recruited in 2004 (the total population with villages is 8000), and another groups
of businesses and individuals support the fund from time to time. It raised BGL 7,000 (2004
average exchange rate: about BGL 2 = €1) and spent BGL 2,500 to give small sums to
individuals — from BGL 20 to 100. BCAF provided some BGL 400 to local coordinator. Most
of the support was in organizing a transparent distribution of funds and adequate grantmaking
procedures (although for very small grants). BCAF also helps build a transparent mechanism
for approaching new local givers. Based on this case, BCAF has been approached by another
town, and will continue to look for ways to support community philanthropy organizations.

3. Counterpart International supports civil society development in over 60 countries around
the world. In Bulgaria Counterpart implements a five-year USAID-funded program that
supports the development of community foundations and social enterprises. The program
period is October 2001-September 2006. The Community Foundation component of the
program is co-implemented with a local partner — 3NET Association. Counterpart currently
provides assistance to six community foundations from around the country and is planning to
extend its assistance to three or four additional ones.

4. 3 NET Association, the Bulgarian organization created by former staffers of the
Democracy Network program in Bulgaria, is partnering with Counterpart International in their
program aimed at community foundation creation. At least ten community foundations will
get support until the end of the program in 2006.

5. Bulgarian Center for Non-profit Law is providing legal advice and support to new
community foundations.

6. Association of Community Foundations in Bulgaria is a very recent development that
started with Counterpart/3 NET assistance. This is a membership organization open to all
existing and emerging community foundations around Bulgaria. The Association will
gradually take over the support functions currently provided by Counterpart and will continue
the work of popularizing the community foundation concept at the national level.

Support Organization: Counterpart International Bulgaria

Structure and organization

Counterpart International Bulgaria has a paid staff of nine people. The source of income is
USAID. The work with the community foundations is managed by a Program Manager who
works in cooperation with the staff of four people of 3NET Association.

The Community Foundation Association currently includes six members. There is a Board
and an Executive Director who work on voluntary basis. Counterpart and 3NET will provide
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support in the first year of its work to the Association through training and covering some of
the costs of operation.

Recent accomplishments

Counterpart International Bulgaria and 3NET work to popularize the community foundation
concept at the national level. They provide methodological and technical support to start-up
and existing organizations that wish to develop as community foundations. The trainings
provided to them include: community foundations basics, board development, strategic
planning, fundraising, financial management, public relations, volunteer management, donor
base development, and donor recognition. All community foundations included in the
program were able to send representatives to the USA on a study tour to get first-hand
experience with American community foundations. The Counterpart program also provides
opportunities for regular exchange of information among the community foundations included
in it and for coordinating joint activities.

Counterpart provides matching grants to the community foundations, as well as start-up
operational grants, which cover activities related to community needs assessment. Counterpart
is not able to provide matching funds for money raised for building of endowments because
of the restrictions of USAID’s funding policy.

One of the most successful recent developments was the decision of the community
foundations supported by Counterpart to form a membership association that will gradually
take over the support activities of Counterpart. This organization will continue partnering
with 3NET Association in providing training and technical assistance to its members after the
end of Counterpart program in Bulgaria. The Community Foundation Association will also
look for external donor funding in the form of challenge grants for endowment building to
ensure the sustainability of its members. It is widely recognized by all community foundations
currently supported by Counterpart that they will need long-term external support in order to
become big enough and valued as necessary service providers to the local donors. The
membership association will try to ensure the necessary resources for achieving this goal.

Current challenges/future developments

Counterpart and 3NET are currently facing the challenge of developing three to four
additional community foundations in unserved areas around Bulgaria. Another major
challenge is to increase the links of the community foundations supported by the program
with large corporate philanthropists.

Additional resources

See:

e Counterpart International Bulgaria Mid-program Report 2004
< www.counterpart-bg.org >

e Developing Local Grantmaking in Bulgaria: Are We Riding a Dead Horse? — An
overview of the present status, perspectives and constraints for local funders in
Bulgaria. Bulgarian Donors’ Forum, 2004, available at
< www.dfbulgaria.org/downloads/10_50321/BDF_book.pdf >

e Research on the familiarity of the Bulgarian companies with the tax laws affecting
donations, Bulgarian Center for Not-for-Profit Law, 2003: < www.bcnl.org >
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Support Organization: Bulgarian Charities Aid Foundation
(BCAF)

Structure and organization

BCAF is a foundation, a Bulgarian public benefit organization. It has eight paid staff and two
Boards, composed of nice and five volunteers respectively. BCAF is now looking at some
towns where there is a big local employer, usually a large company with a huge social
investment program (developed together with local government). BCAF is looking at the
potential for synergy between the donor-led program for community foundations that have
professional staff, access to international knowledge, etc, and major local philanthropists,
which, in the short term, have the money and traditions to contribute locally. About 80% of
BCAF’s income comes from projects, and 20% comes from donations of individuals and
companies. The least amount of income are the contributions for economic activities — less
that 1%. No special body governs the work on community philanthropy organizations.

Recent accomplishments

e In 2004 BCAF organized a national conference to share the community foundation
developments thus far.

e In 2005 BCAF decided to look into the potential for some crossing points between
community foundations and local philanthropists (described above).

o BCAF is looking into multiplication of the model of Sapareva Bania, characterized by
little financial support for operations, care about transparency, application of a local
payroll scheme, working with a local committee — formal or not — to gradually build a
permanent donor base, no matter how small initially.

BCAF does research on giving by companies and individuals annually.

o BCAF encourages local grantmaking.

Current challenges/future developments

Working with community philanthropy organizations is not the major part of BCAF’s
activities. For the near future BCAF is investigating local cross points between community
foundation model and local big industrial philanthropists and continues to remain open to
requests to support local initiative “the Sapareva Bania” way.

Additional resources

BCAF reports are available on < www.bcaf.bg >. The English language page is currently
outdated, but will be revised by late summer 2005. In the meantime the reports at least are
available. The English entry point is also: < www.cafonline.org/bcaf >.

Correspondent: Monika Pisankaneva, Counterpart International Bulgaria
Elitsa Barakova, Bulgarian Charities Aid Foundation (BCAF)
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CROATIA

Community foundations

History

Community foundations in Croatia are still in the formative stage. Groups have been working
in three communities (Rijeka, Hvar, and Osijek) over the past two years to develop
community consensus and commitment to developing community foundations. In all three
communities, NGOs were the initial leaders of these efforts, although working groups now
include representatives of local government, business and media as well. All of these groups
learned about community foundations through exposure to the development of community
foundations elsewhere in Central and Eastern Europe. The hope is that the first community
foundation(s) will be formally registered this year. Funding is a continuing problem, but the
initial plans are that funding will come largely from Croatian resources. Legal barriers also
play a role (see below). There are now additional initial efforts to explore the feasibility of
community foundations in two other locations: Zagreb County and Medjimurska/Karlovac
Counties.

Current situation

If the five community foundations that are currently being planned are formally registered,
they will cover about 25% of the country. Interest in community foundations is increasing and
spreading to new communities. As there are no formally registered community foundations,
there is no grantmaking at the moment, but of the two that are closest to registering, one is
planning broad support for community priorities and the other is planning to begin with youth
initiatives.

Complete list of community foundations

Number of community foundations formally established: 0
Additional community foundations at early stages of development: 5

The organizations named are lead organizations of community foundation initiative groups:
Osiijek: Centre for Peace, Nonviolence and Human Rights, < www.centar-za-mir.hr >
Hvar: ODRAZ - Sustaining Community Development, < www.odraz.hr >
Rijeka: UMKI, < www.umki.hr >
Karlova/Medimurska Counties: Center for Civil Initiatives, < www.cci.hr >
Zagreb County: Association “Friend” (Prijatel)

Community foundation staffing

Community foundations are not registered, and therefore have no staff. Members of initiative
groups are all volunteers.

Community foundation income

There is no funding for community foundations yet as none are registered at this time.
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The environment for charitable giving

Local attitudes

The attitudes towards community philanthropy are quite favourable. In particular, people will
give money to concrete humanitarian actions, and there have been many examples of
successful fundraising campaigns for hearing aids for children, homes for the elderly, etc. We
are not aware of any attempts to raise money more generally for community purposes, so it is
impossible to judge the possibilities in this area.

Legal and tax environment

The restrictive Law on Foundations and Funds, which requires proof that a foundation has all
the resources needed to accomplish its goals in order to register, is a considerable barrier to
registration of the first community foundation.

Donations made by corporations or individuals to organizations pursuing cultural, scientific,
educational, health, humanitarian, sport, religious and other activities continue to be tax
deductible up to 2%. However, knowledge of these incentives seems to be limited and they
seem to be applied only sporadically.

Current challenges and future developments

The major challenge is getting the first community foundations registered. The Law on
Foundations and Funds is restrictive and efforts are underway (led by the European Center for
Not-for-Profit Law) to improve this law. Another major challenge is that foreign donors seem
less interested in financing community foundations than they were in other countries in the
region. While relying on local funding will make community foundations more sustainable in
the long run, it will mean that their growth will be slower and their visibility possibly lower.

International links

Unfortunately, the emerging community foundation initiative groups have not been involved
in international networks or events to date. Providing them with such opportunities would be
very helpful.

Support Organizations

History and purpose

The Academy for Educational Development (AED) runs a civil society development program
in Croatia called CroNGO, aimed at increasing the ability of civil society to contribute to
Croatia’s economic, political and community development. Community foundations are not a
direct part of the program, but the development of community foundations will certainly
further CroNGO’s goals. CroNGO provided two years of grant support to three organizations
to form and lead community foundation initiative groups in Rijeka, Hvar and Osijek.

Structure and organization

CroNGO is a USAID-funded project implemented by AED, an American NGO, rather than
an independent, local organization. Funding for the project comes entirely from USAID. The
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project has 13 paid staff members. In addition to the previous support provided to community
foundation initiative groups (which ended in September 2004), AED has planned and will
continue to plan various study tours and workshops for representatives of community
foundations, and will also strive to include them in other relevant training programs offered,
including workshops on fundraising strategies, governance and volunteerism. CroNGO does
not have a board or committee.

Recent accomplishments

Through the two years of financial assistance provided to the NGOs leading initiative groups
in Rijeka, Hvar and Osijek, CroNGO supported the development and publication of feasibility
studies in these three communities (as well as a fourth in Krapina, where developments have
not progressed as far as in the other communities). Additionally, committed cross-sectoral
working groups have been developed in Rijeka and Osijek. CroNGO, in cooperation with
World Learning, organized study tours for representatives of these groups to Slovakia and
Poland to learn from their experiences. There have also been two in-country workshops held
in April 2004 and April 2005 to allow these groups to share their progress and plan next steps.

Additional resources

CroNGO itself has not produced any specific community foundation materials. CroNGO
support allowed for the publication of “Mogu¢nosti razvoja zaklada lokalnih zajednica u
Hrvatskoj — studija” (“Possibilities of Community Foundation Development in Croatia: A
Study™), which presents the results of the feasibility studies conducted in Osijek, Hvar, Rijeka
and Krapina. The study was published by ODRAZ, which has been working with the Hvar
initiative group, and is only available in Croatian.

Correspondent: Jennifer Stuart, Academy for Educational Development
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CZECH REPUBLIC

Community foundations

History

The first community foundation in the Czech Republic, the Community Foundation of Usti
nad Labem, was established in 1996 through the support of the Mott Foundation. However,
the history of this foundation started in 1993, when a Regional Fund was formed to provide
support and consultancy to disabled people.

From the beginning, this Regional Fund emphasized the need to interconnect all sectors of the
community to adopt a systematic approach when seeking solutions to problems, and to
support NGOs active in social services. In February 1997, the Regional Fund split into two
parts, creating a new civic association called the Center for Community Work. In cooperation
with the City Council of Usti nad Labem, the association developed the Project of Social
Services Development in the City of Usti nad Labem. The Regional Fund finalized its own
transformation into the Community Foundation of Usti nad Labem during 1997 and 1998. In
2004 it changed its name to the Community Foundation of Euroregion Labe.

There is still only one community foundation in the Czech Republic that fully follows the
principles of the community foundation concept. However, there are a few foundations in the
Czech Republic focused on support of their communities.

The situation in the Czech Republic has been affected by several factors. The Czech nonprofit
sector has faced many transitions and changes. The tradition of Czech philanthropy was
interrupted in 1948. After that time there were no charitable foundations, and community
development was suppressed. The rebirth of philanthropy began in 1989 with the Velvet
Revolution and the collapse of communism. Within a few years there was a huge expansion
of NGOs — more than 5,000 of them were established to regenerate civil society in the Czech
Republic. However, they had to overcome many difficulties. They lacked unity and
experience, and they had little financial and institutional assistance.

According to research data for the years 1996-98, the only financial support that foundations
received was provided by the Ministry of Culture. A new law enacted in January 1999 barred
donations from the state budget. However, the state did support the restoration of the
foundation community when it allocated 1% of the proceeds from the sale of state property to
a dedicated fund, which distributed money to the foundations’ endowments through a public
tender. Some of these foundations have a community and regional character. The public
administration reform was amended by the demand of European Union to meet requirements
for EU accession, which finally enabled foundations to apply for public funding from EU
structural funds. These funds might bring some positive influence on development of
community philanthropy because they strengthen the role of local partnerships. Besides that
many foundations started to play more important role in partnering with regional governments
and local private donors to support community issues.

Current situation

The only community foundation in the Czech Republic is the Community Foundation of
Euroregion Labe. In addition there are currently 15 foundations that come close to the
community foundation model but still cannot be considered community foundations: they are
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geographically defined grantmaking organizations but focus only on certain areas of support.
Other, similar organizations have decided that they will retain their current shape and focus
and not move towards the community foundation model, but these 15 are considering this.

Most of the foundations identified as potential community foundations were involved in the
“Strengthening of Regional Foundations” project to strengthen community-based foundations
and community philanthropy in the Czech Republic, supported by the Trust for Civil Society
in Central and Eastern Europe (US$798,000 over 2002-05) and implemented by the VIA
Foundation together with the Czech Donors Forum and Environmental Partnership with the
Jan Hus Educational Foundation.

Foundations participating in these projects committed themselves to local fundraising and
institutional development. They designed strategic and development plans, ensured that at
least 50% of their grantmaking goes into their regions, and showed their interest in supporting
a variety of causes. The program entailed
o aseries of workshops and seminars,
o direct technical assistance,
o development grants offered on a competitive basis to participating foundations, and
o challenge grants over the period of two years to raise support in local communities
from individual and corporate donors (matching 1:1) or to raise money for
endowments (matching 1:2).
A total of 31 organizations participated in the seminars and workshops, while five received
major development grants on a competitive basis. Eight participants received re-granting
support, three received contributions to their endowment, and twelve were offered a challenge
grant, which enabled the participants to raise a total of CZK 4,145,000 (US$161,000) from
local communities.

Most, however, make grants still only in certain specific areas of community life, such as
environmental work. The Veronica Foundation or the Foundation for Rescue and Revival of
Jizera Mountains, for example, support mainly projects supporting environmental protection,
while the Foundation for Health Development strictly focuses on support of health and social
projects. Although it is not clear whether they will eventually become community
foundations, their impact in their communities shows that community philanthropy will play
an important role in the Czech Republic.

Complete list of community foundations

Number of community foundations formally established: 1
Additional organizations which might evolve into community foundations: 15

All foundations have been registered in accordance with the Law on Foundations and
Foundations without Endowment that was amended in 1998. The date shown is the date they
started activity rather than the formal registration date.

Community foundation:

Community Foundation of Euroregion Labe (formerly Community Foundation of Usti nad 1996
Labem), Usti nad Labem, < www.komunitninadace.cz >

Additional organizations which might evolve into community foundations

The Josef Pliva Foundation, Svitavy, < www.svitavy.cz/kul/pliva/htm > 1990
Foundation Veronica, Brno, < www.veronica.cz > 1992
Foundation for Rescue and Revival of Jizera Mountains, Liberec, 1993

< www.jizerky.ecn.cz >
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The Foundation of 700 years of the City Pilsen, 1993
< http://info.plzen-city.cz/article.asp?itm=2612 >
Foundation Landek, Ostrava, < www.volny.cz/nadace-landek > 1994
Euronisa Foundation, < www.euronisa.cz > 1995
Foundation for Letovice Town, < www.letovice.net/nadace > 1995
Healthy town foundation, Karvina, < www.muka.cz/ZM/NZM_info.htm > 1995
The Jan Pivecka Foundation, Zlin, < www.pivecka.cz > 1996
Foundation Vltava, Pisek, < www.nadacevltava.cz > 1997
Renaissance Foundation, Jirkov 1997
Foundation without endowment VITA OVA, Ostrava, < www.vitaova.cz > 1998
Foundation for Health Development, Karvina, < www.volny.cz/nrz > 1999
Foundation without endowment for social activities of Pilsen town, 2000
< www.info.plzen-city.cz >
Window, foundation without endowment, Olomouc, < www.okno-net.org > 2001

Community foundation staffing

Community foundations in the Czech Republic are run mostly by volunteers. The average
number of full time staff is two to three people. Five foundations from the list above, which
were chosen for the Strengthening of Regional Foundations project, increased the number of
full-time employees in the year 2003-04, according to the financial support they received. The
support had some positive effects on their capacity and fundraising activities. The average
number of volunteers is ten; most of them are board members. There is increasing
involvement of students, though this is not on a regular basis.

Community foundation income

Donor category

The foundations have been supported by funds for endowment building from government
sources (FIF — Foundations Investment Fund), which strengthened their future long-term
sustainability. The Fund also supported the role of community foundations as financial
resources for their communities. The breakdown is as follows:

Income from investment of endowment: 35%
Local government 10%
Corporate and individual donors 20%
International foundations 25%
Other 10%
Purposes
Unrestricted funds 45%
Specific programs 50%
Operating costs 5%

Permanent funds/sustainability

Currently no significant amounts of money have been flowing into the endowments of
community foundations in the Czech Republic. Endowed foundations in the Czech Republic
have most of their endowments built through government support, particularly from FIF — the
Foundations Investment Fund. FIF was established to support endowments of Czech
foundations, and it provides about 98% of endowments for community/regional foundations.
The other sources come from corporations and partly consist of money received for
foundation activities. Only recently have foundations become more focused on their financial
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sustainability. They are more active in fundraising activities, such as public collections,
auctions and charity events. However, they are not focused mainly on endowment building,
although they are active in investing their endowment funds.

The environment for charitable giving

Local attitudes

Attitudes towards community philanthropy organizations vary in each community. Especially
positive are attitudes toward the long and well-established community/regional foundations.
These have relatively good relations with local government, donors and sponsors within
certain regions. Local and national corporations that have been encouraged to support their
communities within their corporate social responsibility principles are showing growing
interest in community philanthropy. However, corporate giving is still influenced by factors
such as regional characteristics and direct personal relations. Corporations still do not
recognize the services offered by community foundations and also do not see the benefits of
donating money through such foundations, rather than directly to NGOs. Likewise many
regional and local foundations are still uncertain about their roles: many of them are still
focused only on certain areas of interest and lack the knowledge of a broad community model.
The majority of them have low engagement in neighborhood and community initiatives.

Legal and tax environment

Regarding the legal and fiscal environment, no special incentives or benefits have been
established just for community foundations. However, community foundations get the same
benefits as other types of foundations. These mainly are no income tax on endowment
investments, no donation tax and a few others. The legislation governing foundations is rather
strict in regulating the business activities of foundations, but it serves transparency and
accountability by mandating audits, public annual reports etc.

Corporate donors can deduct donations up to 5% of their pre-tax annual profits. For
individuals the limit is 10%. The main obstacles for community charitable giving are:
o limited activities for foundations
o lack of community awareness
e unstrategic corporate giving

According to research on corporate philanthropy (designed by the Czech Donors Forum and
the Agnes Agency) corporations and corporate donors consider the main obstacles to
corporate philanthropy to be the following:

e legal structure — insufficient tax incentives

o lack of general acknowledgement and recognition

o lack of media support

Changing attitudes and the national or regional environment

The philanthropic environment could be strengthened by:

e media support,

e abetter tax and legislative environment for both corporations and individuals,

e professionalism of government employees and improvement in their cooperation with
NGOs in the Czech Republic,

o professionalism of NGOs and joint programs for community and national
stakeholders, and

e better understanding and positive awareness about NGOs and their philanthropic
activities.
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These challenges have been targeted by the Czech Donors Forum (CDF), which is involved in
projects and initiatives in order to create a better environment for philanthropy. In 2005 it will
focus mainly on media support. CDF has organized two public discussions on media
responsibility in corporate philanthropy and philanthropy in general. Key media and NGO
representatives participated in the discussion. Furthermore, an Internet discussion on the role
of the media followed these activities in April 2005.

In order to promote philanthropy and support corporate giving, a media campaign has been
planned, involving distinguished corporate representatives and public authorities. More effort
will also be put into the acknowledgement of individual giving. The new service “Donors
Message Service”, through which individuals can donate to certified NGOs via their mobile
phones and be billed though their monthly statement, will be further developed, and more
NGOs will receive certification in order to build positive awareness about NGOs.

Several affinity groups composed of NGOs and government employees will be organized in
order to build cooperation and partnership between community stakeholders.

Examples of community foundation activity

Only one foundation in the Czech Republic is fully recognized as a community foundation —
Community Foundation of Euroregion Labe. The others have a more regional context,
although they play a significant role in their communities.

1) The first community foundation in the Czech Republic was established in 1996 through
support of the Mott Foundation. It changed its name in 2004 and is now called Community
Foundation of Euroregion Labe and has achieved a number of successes in the last two
years. It established community funds in 2003-04 in order to create better opportunities for
corporate donors and now has three significant corporate donors as a result. Furthermore it
built new partnerships and has 40 regular individual donors (most coming forward in the last
two or three years). Having set up the Committee of Younger People in 2000, which is
following the principles of Youth Bank, it gained a general corporate partner for this project
last year.

2) The Euronisa Foundation was established in 1995. Since 1997 it has held an annual
Beneficiary Art Auction. They are so popular in the Czech Republic that famous painters and
sculptors each year offer artwork for sale. Every year the Euronisa is very successful with
these auctions and has collected through these events CZK 4.7m (US$183,000) over eight
years. In 2003 it started a new fundraising activity and organized public collections entitled
“Help to the needed ones”, which in 2004 earned CZK 506,000 (US$19,700). Even though it
shares the region with a few well-known and well-established foundations and NGOs, the
Euronisa always achieves success.

3) The Veronica Foundation was established in 1992 as a small foundation supporting
environmental protection. Although still focused on the environment, it is interested in
community development as well. It is the kind of foundation that can combine ecology and
environmental activities with tradition and cultural values. In particular it has organized the
auction of paintings representing environmental subjects and during the auction the
Foundation serves cider from its own production plant. The Veronica Foundation gives the
profits from the sales back to its region. This is a unique example in the Czech Republic.
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Current challenges and future developments

e Transformation from narrowly focused grantmakers to community foundations.

e Role of community foundation in cooperation with new regional government
structure in order to find a balance

e Seeking EU funding, ie structural funds
New corporate foundations in the regions competing with existing community
foundations

e Foundations as yet lack the potential and ability to mobilize local resources, building
cooperation with other foundations and NGOs. Joint projects would bring more funds
from the EU and corporate donors. Leveraging funds would improve cross sector
communications and attract more interest from corporate donors, which would also
help to better explain the role of community foundations.

e Ability to create long-term partnerships on the local level

e Engagement with the community foundation concept — launching an affinity group of
community foundations in order to support development of the concept

International links

The Community Foundation of Euroregion Labe is involved in TCFN and participates with
the Slovak Association of Community Foundations. They had invaluable support in 2004
from a Transatlantic Community Foundation Fellow who spent three weeks with them and
whose information and advice have proved essential for further work.

Support Organizations

History and purpose

The Czech Donors Forum (CDF) was established in 1995 and registered as a civic association
in 1997. It is a national association of grantmakers, providing support and leadership to the
donor community, and fostering the development of organized philanthropy. CDF is active
internationally, especially in Central and Eastern Europe. It is the only nationwide association
for grantmaking foundations in the Czech Republic: 33 are endowed foundations, while eight
are not endowed. It brings together corporate donors in a corporate donors club, DONATOR,
with 15 members. It also serves a total of 400 endowed foundations and 900 others, which are
not grantmaking organizations.

CDF provides services to donors and to other groups (eg public authorities, companies,
banks), including training and seminars, meetings, information services, publishing
directories and overviews, analyses, etc. It encourages cooperation between foundations and
the private sector.

CDF is funded from major foundations, corporate sponsors, membership fees and its own
income. The annual budget for 2004 was US$368,000.

CDF successfully advocated for an Amendment to Foundation Law and Income Tax Law, and
in establishing a Pooled Investment Fund for Foundations. Other work has included a
Corporate Philanthropy project, the Project on 1% Act (tax designation), the Charitable
Lottery project, and the Donors Message Services project.

VIA Foundation, a Czech grantmaking foundation based in Prague which provides small
grants, introduced the community foundation concept in the Czech Republic in 1997, and
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supported the first community foundation through financial and technical assistance. In 2002-
2005, thanks to the CEE Trust funding, VIA designed and implemented a program to
strengthen the long-term sustainability of Czech community-based foundations. This led to
the commitment of two participating foundations to move to the community foundation
model. VIA is part of TCFN and WINGS-CF.

Structure and organization

CDF is a membership association with 11 paid staff and about 30 volunteers. CDF does not
run projects specifically for community foundations. However, it offers the following
services:
e awebsite with information about seminars, special events and conferences abroad and
useful links;
e educational projects for regional foundations in the Czech Republic: “Strengthening
of Regional Foundations (funded by the CEE Trust, together with VIA Foundation);
e corporate philanthropy in regions and communities, providing consultancy and
promoting community philanthropy among corporations, local partnerships; and
o additional workshops on corporate philanthropy development.

Main sources of income:
German Marshall Fund, Mott Foundation, Open Society Foundation Prague, membership
fees, EU funds, income from services, corporate donors and sponsors.

Recent accomplishments

e Regular information and stories about regional/community foundations in its own
Newsletter, five times a year, distributed to 1,300 foundations, corporations, public
authorities and cooperating partners

e Organization of a YOUTH workshop at the third nation-wide conference and
introduced the project to corporate donors

e Organization of a workshop for regional and community philanthropy organizations
with representatives of US community and regional foundations, on community
development and fundraising.

e Analysis of annual reports of regional and national foundations prepared for
government and distributed to the foundation community.

o Research on corporate philanthropy, including a survey on the potential for giving
and the attitudes of corporate donors towards the NGO sector. The results obtained
are included in the consultancy framework for foundation sector.

Current challenges/future developments

CDF has been running an awareness campaign targeted at corporate and individual donors,
and also at the public in general. This year it will be focused especially on corporations and
will explain the benefits of community contributions through new CSR initiatives that have
been launched (website, CSR publication etc). Furthermore, an exchange and workshop
program has been planned between Czech and US regional/community foundations.

Correspondent: Zuzana Bartosova, Czech Donors Forum
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ESTONIA

Community foundations

History

The first two community foundations in Estonia were established in Viljandi County and in
Jarva County between 2002 and 2003, as a result of a pilot project supported by the Baltic-
American Partnership Program Estonia. The aim of the pilot project was to bring together
citizens, local government and local business representatives to define local problems, to raise
local resources to address these problems, and through this process to establish “building
blocks” for citizen engagement and community philanthropy, which can develop into
endowed community foundations. The founders of the first two community foundations were
leading community activists and local businessmen.

Currently, there are two organizations in Estonia supporting the activities of community
foundations: the Baltic-American Partnership Program Estonia (BAPP), offering information
and financial support, and the Peipsi Centre for Transboundary Cooperation providing
information, consultation and training.

Current situation

The first community foundation in Viljandi County is just coming out of its start-up phase and
is fully functioning as a community foundation. It is building its endowment and making its
first grants. Two other community foundations are currently in their start-up phases. Jarva
County Community Foundation recently conducted its first grant competition, while Peipsi
Region Community Foundation was only founded a few months ago. Initiative groups have
been formed in two more locations in VV6ru and J8geva county. With such a small number, at
the moment it is hard to estimate any trends or developments in this field.

Complete list of community foundations

Number of community foundations formally established: 3
Additional community foundations at early stages of development: 2
registered
Viljandi County Community Foundation December 2002
Jarva County Community Foundation January 2004
Peipsi Region Community Foundation November 2004

Community foundation staffing

A manager runs Viljandi Community Foundation with the support of an active volunteer. The
other community foundations are in start-up phase and are operated solely by volunteers.
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Community foundation income

Donor category

Community foundations have only recently started their fundraising. Money for grants and
endowment building has been raised from local government and businesses, and to a lesser
extent from individuals. BAPP has provided support for administrative expenses.

Purposes

Community foundations have raised funds to increase endowment or for grants for specific
programs such as a local school, disadvantaged families and children or cultural heritage.

Permanent funds/sustainability

In the case of Viljandi County Community Foundation, about 25% of income went to the
endowment. The other community foundations are in their start-up phase.

The environment for charitable giving

Local attitudes

Attitudes are slowly changing, and a willingness to donate at the national and community
level is rising. The key challenge is to create trust and demonstrate the sustainability of the
community foundations, which are “newcomers” in a field that includes numerous well-
established foundations that are already on the market raising funds for medicine, culture, etc.

Legal and tax environment

Organizations and foundations operating in the public interest can apply to the tax authorities
for charitable status, and be registered in a list of organizations eligible for income tax
incentives. This process is unproblematic. Once approved, these organizations do not have to
pay taxes on donations they receive, while Organizations not included in this list have to pay
taxes of 35% on all gifts and donations.

Taxpayers can deduct donations to such organizations up to a maximum of 5% of their
taxable income or up to 100,000 kroons (about €6,400). Legal persons (such as businesses)
can also deduct donations to these registered organizations on amounts up to 3% of their
personnel expenses, or 10% of the profits of the preceding financial year.

Obstacles to charitable giving include:

e poverty — Estonia is one of the poorest countries in the European Union

o general lack of a culture of giving

o little information about organized philanthropy, its principles and procedures

e low fundraising capacity of community foundations and community philanthropy
organizations

o insufficient tax benefits for donors: there is no corporate income tax in Estonia,
therefore corporations do not have fiscal incentives to donate. Individuals can deduct
donations from their income taxes, however total tax deductions (for donations as
well as other deductions such as mortgages, training etc) are capped at a low limit
(€6,400) which leaves no room for tax benefits after all other deductions are taken.
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Changing attitudes and the national or regional environment

Attitudes can be changed by:
e presenting positive case studies of community foundations at both the national and
international levels to potential donors;
e carrying out an aggressive fundraising campaign to find support from national
businesses
Public relations campaign; and
e Finding support from regional and state government.

Examples of community foundation activity

Viljandi County Community Foundation and the Viljandi Folk Music Festival cooperate to
support the development of heritage music in Viljandi County.

The region covered by the Viljandi County Community Foundation is distinguished from the
rest of Estonia by its Mulgi culture and language. Folk music festivals, launched in Viljandi in
1993, have today evolved into an annual four-day-long folklore festival, the largest of its kind
in Estonia. In the summer of 2004, the festival team and the community foundation combined
their efforts to promote the development of heritage music in Estonia. The festival team
sought additional funds to buy folk music instruments for students beginning their studies at
the Viljandi Culture Academy, and to pay the fees of children attending the ETNO camp, a
training course on folk music. Four Viljandi County Community Foundation volunteers,
during the festival in 2004, collected the equivalent of more than €400. The success of this
cooperation has led to the continuation of joint activities during the 2005 festival.

This example was remarkable not so much because of the amount of money that was raised,
but for the way in which different interests came together. Also the Viljandi Folk Music
Festival was a good place to promote the Viljandi County Community Foundation because of
its popularity all over Estonia.

Current challenges and future developments

Major challenges for community foundations are to:
e sustain themselves among other foundations
o find resources to cover administrative costs
o find active and engaged people who are ready to invest their energy and professional
skills to develop the community foundations

International links

Viljandi County Community Foundation participated in the European Foundation Centre’s
Community Philanthropy Initiative annual networking meeting in Athens in May 2004. Jarva
County Community Foundation participated in the 2004 Community foundations Symposium
in Berlin. The Peipsi Center translates the CPI Bulletin into Estonian and distributed it among
community foundations in Estonia. BAPP has spread useful international news and
information to the community foundations and Peipsi, the national support organization.
There have been good contacts and exchanges between the Baltic countries and CAF Russia.
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Support Organizations

History and purpose

The Baltic-American Partnership Program Estonia (BAPP) promotes the development of
community philanthropy and community foundations through direct grants to community
foundations and to Peipsi, and by providing networking and learning opportunities.

Peipsi Center for Transboundary Cooperation carries out projects to promote the development
in the Lake Peipsi area. Lake Peipsi is on the Estonian-Russian border. The Center was
established in 1993 as an organization whose primary focus was research in environmental
issues affecting this border. Through studies of the environmental situation, it became evident
that social, political and environmental changes had affected the people of the region to a
large degree. A picture emerged of a complex multicultural and multilingual situation. The
population was struggling to find ways to meet the challenges of the new social, economic
and political environment.

As a result, the original focus of the Peipsi Center was expanded to include social action
projects aimed at assisting local people in developing civic participation skills to help them
address local issues as a part of the democratic process. Eventually, Peipsi Center developed
into a broadly focused NGO with different programs. In 2001 it began a Community
Philanthropy development project with BAPP’s support, to introduce the concept of
community philanthropy and community foundations. Trainers from the United States came
to Estonia, and Estonians undertook a study tour to Slovakia. In 2003-2004 Peipsi Center
implemented a training project with partners from CAF Russia. The Peipsi Center has acted
as a national support organization for the community foundations 2001.

Structure and organization

The Peipsi Center has ten paid staff members and one volunteer. Funding for the community
development program comes mainly from BAPP. In addition, Phare Cross-Border Co-
operation (CBC) and the Royal Embassy of the Netherlands have also provided project grants.
The work with community foundations is overseen by Peipsi Center’s board and BAPP.

Recent accomplishments

The European Commission Phare 2002 committee approved Peipsi Centre’s project
application to fostering Baltic cooperation in early 2005. The project is in start-up phase, but
provides good opportunities to improve relations with community foundations and the state,
to strengthen cooperation and exchange experiences between Baltic community foundations
and national support organizations, to work with community philanthropy experts (eg BAPP)
Baltic on developing a common strategy to work with municipalities and representatives from
the state.

Current challenges/future developments

A new initiative to form community foundations in unserved areas

o Efforts to increase networking among community foundations nationally and
internationally

e A donor awareness campaign
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Additional resources

Baltic-American Partnership Program Estonia < www.oef.org.ee >, < www.bapp.ee >
Peipsi Centre’s website < www.ctc.ee >

Estonian Community Foundations website < www.cfond.ee > (as of June 2005)

Correspondent: Katrin Enno, Baltic-American Partnership Program Estonia
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GERMANY

Community foundations

History

Community foundations represent a new and growing portion of the philanthropic sector in
Germany. Germany has a well-established tradition of giving at the local level. The most
common example of this practice was through the establishment of trusts (or dependent
foundations as termed in German law) administered by either local government offices or the
church, fulfilling respectively mandates around the liberal traditions of local government in
the nineteenth century and the religious imperative in charitable giving. During the nineteenth
century there was a conscious effort to democratize government by bringing in members of
the middle-class, who were also active donors, into the political and public sphere. These new
public representatives were then entrusted not only with the well-being of their fellow
citizens, but were also responsible for the administration of local government funds.

This tradition of foundations administered by local government continues to this day. More
recently, local cooperative banks (“Volksbanken) and savings banks (“Sparkassen”) have
become interested in setting up community foundations as well.

Traditionally the German state, at the national and local level, has had a strong role in funding
public services such as arts, culture, social welfare, health, environment and sports, although
it has always partnered with civil society to address social needs. As a result, the German
nonprofit sector relies heavily on public funds (The Johns Hopkins Comparative Nonprofit
Sector Project data suggests to at least 64% of income).

Recently, however, the German state has been increasingly withdrawing from those
responsibilities, creating the need for modern and flexible vehicles for mobilizing private
capital for NGO activity. At the same time, there has been a structural shift in the attitudes
towards civic engagement, away from long-term institutional involvement and towards short-
term community involvement or “volunteering”. Against this background, the community
foundation concept has proved to be a new and promising form of philanthropy as well as a
vehicle to meet the need for “new” community involvement.

The first US-style German community foundation, the “Stadt Stiftung Gutersloh”, was
founded in December 1996 in Giitersloh and the second in early 1997 in Hanover
(“Burgerstiftung Hannover”). Since 1996 at least 84 community foundations have been
formed, and up to 80 further initiatives are working towards the establishment of foundations
in their own towns, districts or regions.

Currently, the public perception of the role of foundations and their relation to the state is
changing. Still, the nonprofit sector tends to be regarded as complementary to public action.
However, the balance is slowly shifting and the third sector is gaining increasing importance
in public awareness. The legal framework for foundations has been improved with the new
law on foundations in 2002. Community foundations provide a basis for independence,
participation and transparency.
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Current situation

It is difficult to be precise about the number of community foundations in Germany. Neither
the national government nor the states (which approve and supervise foundations) register
community foundations separately from other types of foundation. There is also a problem of
definition: The German term for community foundation (“Burgerstiftung”, literally citizens’
foundation) is used by more than 170 foundations, funds, nonprofit organizations and other
entities in Germany, some of which pre-date the establishment of the Giitersloh community
foundation. Most of them are community philanthropy organizations and operate within
defined geographic areas, but not all fit the category of a community foundation.

In order to distinguish the “new” model of a Biirgerstiftung from other models, the
Avrbeitskreis Burgerstiftungen defined in the year 2000 the ten “Characteristics of community
foundations” which are widely recognized, and include charity status, endowment, defined
geographic area, independence and impartiality®. In 2003, the Arbeitskreis set up a process to
award a “quality seal” (“Gutesiegel”) to community foundations that meet the criteria.
Foundations have to apply for this award every two years. In 2004 Aktive Biirgerschaft
analyzed the statutes of 125 organizations and determined that about 200 community
foundations essentially meet the criteria. The Community Foundations Initiative, on the other
hand, counts 84 community foundations in Germany. At present only 59 foundations have
formally received the “Gutesiegel” of the Arbeitskreis.

There is agreement that the number of community foundations is increasing steadily. In 2004
the Initiative recorded 19 new community foundations (Aktive Birgerschaft counted 21), and
many more are currently at early stages of development. In terms of regional distribution,
most established and emerging community foundations can be found in the more prosperous
regions of the West and South rather than in rural states and the states of the former East
Germany.

Most German community foundations are not purely grantmaking organizations. They
implement programs themselves. Some of the more established foundations also have,
however, grantmaking programs. Aktive Blrgerschaft estimates that community foundations
spend €2-3m in grants per year to support local NGOs, and that 39% of funds goes to youth
work, followed by culture (16%) and social work/health (12%).

The larger part of the assets of the German community foundations is still based on
unrestricted endowment. Some community foundations have begun to provide philanthropic
services through “administered funds” (“Treuhandstiftungen”), which include donor-advised
funds as well as designated and field of interest funds. The first administered funds have been
set up and will serve as a blueprint for others.

Complete list of community foundations

Number of community foundations formally established: 84*
Additional community foundations at early stages of development: 34

* These are the numbers provided by the Community Foundations Initiative. For a discussion
of numbers, please see above, “current situation”.

The contact details can be found on the website < www.die-deutschen-buergerstiftungen.de >,
follow navigation “Beispiele”.

! The Characteristics are available at the Initiative Birgerstiftungen or at
< www.buergerstiftungen.de/g_english/english_texte/merkmale_engl.pdf >.
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Aktive Burgerschaft also provides contact details on < www.buergerstiftungen.info >; follow
the navigation “Service” > “Birgerstiftungen in Deutschland”.

Community foundation staffing

Although some community foundations in Germany employ paid staff, all of them rely
heavily on volunteers and about half are run by volunteers only. About 20% have a full-time
employee, usually in the position of a CEO or an assistant and the rest have a part-time
employee.

Community foundation income

Donor category

There are no empirical data concerning donor categories and sources of income. Traditionally
individuals, companies, government and banks are among those giving to community
foundations.

Purposes

Last year’s survey showed that income was receives as follows: about 70% endowments, 20%
donor-advised funds and 10% general-purpose funds.

Permanent funds/sustainability

As measured by their assets, German community foundations are still small, but they are
growing: at the end of 2004, according to the MarzUmfrage, the endowments of all
community foundations totaled €38m, an increase of 40% on the previous year’s figure
(€27m). Based on this but taking into account other community foundations not covered in
the MarzUmfrage, Aktive Birgerschaft estimates that the total sum approaches €60m.

The average German community foundation holds assets of less than €250,000. Some
community foundations already hold assets of €2-3m. All have to start with at least the legal
minimum of €50,000 required for registration. Endowment building is a challenge for German
community foundations and some are taking the route of focusing on project work in the hope
that it will attract the attention of the public and potential donors to their work.

The intergenerational transfer of wealth, the new 2002 fiscal law on foundations and growing
public awareness about the community foundation movement have great potential for leading
to a substantial increase in assets. Both the Community Foundations Initiative and Aktive
Burgerschaft offer services to improve skills and techniques.

The environment for charitable giving

Local attitudes

In Germany, the state and the third sector depend heavily on each other. Corporate social
responsibility is a relatively recent development.

Obstacles to giving include:
o the view of “the state knows best” is still prevalent;
e Germans do not talk about money openly, which makes fundraising more difficult;
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o legal and fiscal frameworks have been reformed, but more incentives for giving need
to be introduced.

A more conducive environment for community philanthropy is emerging. More people
realize that regional partnerships offer opportunities and have potential, as they want to
become involved and take responsibility for their immediate environment. A nationwide
survey in 1999 found that 80% of all volunteers wanted to get involved in their
communities.?

Legal and tax environment

Fiscal incentives for community foundations are the same as for any other foundation. There
are essentially four rules regulating tax deductions for donations:

e 5-10%-law: donations are tax-deductible up to certain limits: a number of purposes
entitle to deduct 5% from the donor’s income, some other (especially deductible)
purposes allow to deduct 10%.

e £20,450-law: an additional sum of up to €20.450 per year can be given to charitable
foundations and be deducted from taxes.

o GroRspendenregelung (substantial donation law): tax deductions when making a
substantial donation (from €25,565 upwards)

e  £307.000-law: when setting up a foundation the founder receives a tax deduction up
to an amount of €307.000, once in ten years

There is also a special regulation in place concerning inheritance. If part or all of the
inheritance is donated to a charitable foundation within two years after a death, the estate tax
is annulled retrospectively.

Changing attitudes and the national or regional environment

In order to ensure the efficiency of philanthropy in Germany, it is vital to guarantee further
support and technical assistance for the community foundation movement. The community
foundation idea is still very young in Germany and needs to be developed further. It would be
beneficial if the infrastructure supporting community foundations could expand. Networking
activities among the community foundations need to increase further. The idea of community
foundations also needs to receive further publicity.

Against the background of larger developments (financial crisis in public budgets,
transformation of the welfare state, demographic change, global competition), the German
state is reducing its support of the NGO sector. Therefore, private resources and engagement
need to be mobilized. This could be achieved by increasing fiscal incentives for giving,
reducing bureaucratic obstacles which impede the establishment and work of foundations, and
by creating a culture of appreciation which acknowledges any form of philanthropy in terms
of foundations, donations or volunteering.

Examples of community foundation activity

Fundraising for projects versus endowment: The Community Foundation Berlin was
established in 1999 with €153,000. Six years later the foundation still only holds assets
amounting to €209,000. However, within the same period it has received donations of
€720,000 for its project work. To many community foundations, endowment building is not
as central to their development work as initiating projects which are designed to increase

2 Bernhard von Rosenbladt (ed.): Freiwilliges Engagement in Deutschland. Freiwilligensurvey 1999.
Kohlhammer, Stuttgart 2000.
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public awareness of the foundation and with it donations. On the other hand, the Community
Foundation Stuttgart holds €1.5m only four years after it was founded. Its central focus is
on donor services and donor relations rather than on project work. The rapid increase in assets
is due to a matching fund which was set up by the local authority with public money. Those
two examples illustrate the balancing act German community foundations are facing between
developing work through endowment building while at the same time initiating projects in
order to increase public awareness.

Good practice: The Community Foundation Hamburg was founded in 1999 by 14 donors.
Since then it has developed exceptionally well. When it was established it had assets of
€52,000. Only five years later 30 donors have given assets amounting to more than €600,000.
The Foundation also provides investment management, fund accounting, legal expertise and
administrative staff support to five administered funds which have assets of €2.1m. The
Foundation commits its resources to comprehensive programs especially in the area of youth
development, though grants and by initiating its own projects. Over 60 grants have been
made, and more than eight projects initiated so far. The Foundation is embarking on a
development strategy based on the pillars of endowment building, grantmaking, its own
projects and the provision of donor services, in equal measure. Thus it sets standards and can
serve as model for other German community foundations.

Innovative fundraising methods: The Community Foundation Nirnberg pursues
innovative strategies in fundraising and the establishment of long-term partnerships. In
cooperation with the City Council, it developed a new fundraising concept called “RestCent”
which is one of the first payroll giving programs in Germany. All Council employees can give
a certain amount from their salaries to the Foundation deducted from their monthly paycheck:
they receive a tax reduction on what they give. In addition, the Foundation is involved in
several partnerships. It cooperates with other NGOs in developing and conducting its main
grantmaking program for disadvantaged children. To raise money for the program, the
Foundation organized a big fundraising ball in cooperation with a bank and with the opera
house, which hosted the ball. All money raised went to the community foundation. The bank
then doubled all of this money from a charitable fund. Thus, in only one night, the Foundation
raised more than €60,000 for its grantmaking program. Another similar project is currently
being planned. Both examples show that establishing long-term, sustainable partnerships are
vital to community foundations as are new concepts of giving, including payroll giving and
matching funds.

More examples can be found, in German, in Aktive Burgerschaft’s 2004 publication
Forderpreis Aktive Birgerschaft 2004, available for download at
< www.aktive-buergerschaft.de/vab/resourcen/buergerstiftungenundihreprojekte.pdf >.

Current challenges and future developments

The major challenge to community foundations remains endowment building. Only if
community foundations succeed in developing their funds significantly will they be able to
ensure their sustainability. Most experts’ predictions are positive that community foundations
will be able to meet that challenge. According to the estimates of Aktive Burgerschaft,
community foundations will achieve a total combined endowment of €1 billion within the
next 25 years. Pfeiffer and Kleimann estimate that the number of community foundations in
Germany will increase to 500.% It seems likely that these regional discrepancies will persist

3 Stefan Nahrlich, Rupert Graf Strachwitz, Eva Maria Hinterhuber, Karin Muller: Community
Foundations in Germany - Conclusions and Perspectives™ Perspectives. VS-Verlag fur
Sozialwissenschaften, Wiesbaden, forthcoming.
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and that the development of community foundations in East Germany will remain below the
German average in the medium-term.

Due to insufficient funds or small endowments, emerging community foundations are usually
unable to hire administrative personnel. This often hinders their ability to raise new funds and
to design a strategy for fundraising. Understanding this challenge, the Initiative in 2001
created a project to provide grants to help community foundations hire administrative support
staff. The grants are awarded through a competitive process to organizations that offer a
promising development plan. Between 2001 and 2004, the project’s first phase, the initiative
awarded seven grants. In the second phase, new programs will continue to support skilled and
efficient administration.

International links

Over the years, German community foundations have developed a robust interest in
international exchange. With Community foundations: Symposium on a global movement in
Berlin in December 2004, the community foundations in Germany intensified their
international links. The Community Foundations Initiative will provide information and
networking opportunities.

German community foundations are taking part in international exchanges, conferences and
seminars. Several have been active in the TCFN network and the number of community
foundations interested in international programs and contacts is increasing.

Support Organization: Aktive Burgerschaft (AB)

History and purpose

Aktive Birgerschaft (AB) is a private nonprofit organization which was founded by several
enterprises of the Cooperative Banking Group in 1997. It is a platform for contemporary civic
engagement and citizen participation. As a center of competence for both practice and theory
of civic engagement, it is engaged nationwide in strengthening voluntary action and nonprofit
organizations, corporate citizenship and civil society.

Part of its role is to help promote the idea and the concept of community foundations across
Germany. In order to achieve this aim, the community foundation program comprises various
activities and services:

e AB awards an annual prize to community foundations to promote the concept by
attracting public attention to it and, more important, to highlight the achievements of
individual community foundations which can serve as best practices for others

e AB provides personal consulting and support for existing community foundations.
AB also supports locally committed cooperative banks, small and medium
enterprises, other organizations and individuals in establishing, organizing and
promoting community foundations

e AB organizes networking meetings for community foundations (see below)

e AB publishes best practice guides for community foundations (eg “Setting up a
Community Foundation”, “Successful Fundraising for Community Foundations” etc)
and research on community foundations

e AB provides management know-how for community foundations by offering
advanced training programs for community foundations to professionalize the sector
AB engages in public relations and advocacy

e AB runs a special website: < www.buergerstiftungen.info >
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Other main support organizations for community foundations in Germany include the
Maecenata Institute in Berlin.

Structure and organization

AB’s Board of directors consists of five representatives of various enterprises of the
Cooperative Banking Group and one researcher whose area of expertise is civic engagement
and corporate citizenship. The supervisory board includes 20 representatives of politics, the
media, research and civil society throughout Germany.

AB works with three full-time staff (a Chief Executive Officer, a Program Manager for
Community Foundations, a Program Manager for Corporate Citizenship and Public Relations)
and is usually supported by an intern or a volunteer. The staff provide information and
expertise concerning civic involvement to community foundations and other nonprofit
organizations, corporations (the Cooperative Banking Group and others) and individual
citizens.

AB’s donors are banks and corporations from the Cooperative Banks Group. Members are
cooperative banks which support community foundations in their region.

Recent accomplishments

e To support peer-to-peer exchange of community foundations, AB has established
regional and national networking meetings. The second nationwide “Forum for
Community Foundations” was held in March 2005. The forum serves as a platform
for mutual networking and learning and contributes to the professionalization of
community foundations.

e To promote community foundations across Germany, AB organizes regional events
and initiatives in cooperation with several state governments. For example, AB
organized the first Community Foundation Day in Rhineland-Palatinate (1 March
2005) with Prime Minister Kurt Beck which attracted more than 100 people. In
cooperation with the government of Hesse, AB launched an internet platform giving
information about community foundations (< www.stiftung-
hessen.de/dynasite.cfm?dssid=76&dsmid=1863 >). Initiatives like these have been
successful in informing individuals, corporations and local authorities about the
community foundation concept and in establishing long-term partnerships with state
administrations that are willing to include community foundations in their political
agenda.

e The support of community foundations includes awarding “Férderpreis Aktive
Birgerschaft” to community foundations once a year. The 2005 award was given in
March to the community foundations in Niirnberg, Halle and Herten in a ceremony
before more than 500 guests from politics, the media and civil society. Nine other
community foundations had been nominated and all twelve community foundations
received significant attention from the media and the public as a result of the award.
The ceremony was also useful in reaching decision-makers: eg the German Minister
of Justice and the prime minister of Saarland discussed the need to enhance a culture
of giving.

e  Other recent accomplishments include the publication of two new guides for
community foundations about public relations and project work as well as the
publication of “Community Foundations in Germany- Conclusions and Perspectives”
with the Maecenata Institute (see below).
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Current challenges/future developments

AB feels that the current range of programs addresses key needs in the field and plans to
maintain the same projects and services as are described above.

Additional resources

Website < www.buergerstiftungen.info >
Community Foundations in Germany - Conclusions and Perspectives, ed. by Eva Maria
Hinterhuber, Karin Muller, Stefan Nahrlich, Rupert Graf Strachwitz, forthcoming (July 2005).

Support Organization: Arbeitskreis Biirgerstiftungen

History and purpose

In May 1999, the Board and Advisory Council of the Association of German Foundations
established an affinity group, called “Arbeitskreis” (working group), to support the growth of
community foundations through the creation of a platform for the exchange of information
and networking.

The aim of the Arbeitskreis is to serve the demands, needs and wishes of German community
foundations, to strengthen their voice and to focus their visibility nationwide.

In addition, the Arbeitskreis, which works on a voluntary basis, organizes three meetings per
year and works as a catalyst and networking agency to address the questions and demands of
its members. The meetings give community foundation staff and volunteers the opportunity to
exchange views, learn from one another and get advice and help from external advisors, as
well as from colleagues. Experts are invited from other countries to inform and advise on
specific issues and ideas.

The exchange of experience and lessons learned are two major aspects of the joint work done
to foster the power and knowledge within the community foundation field. The Arbeitskreis
has received administrative assistance in the last few years, most importantly from the
Community Foundations Initiative (see below), beginning in 2002.

Structure and organization

The Arbeitskreis is an informal network under the roof of the Association of German
Foundations. It has no staff and is administered by the Community Foundations Initiative. Its
Chairman is also the Speaker of the Community Foundations Initiative.

Recent accomplishments

The Arbeitskreis and the Community Foundations Initiative organized a “Community
Foundations Day” on 1 October 2003 to promote the idea of community foundations with the
public. This day was repeated in 2004 and will become an annual event.

The Association of German Foundations and the Arbeitskreis in 2003 established a quality
seal for community foundations. A jury, composed of members from the field, awards the
quality seal based on applications from individual community foundations. Once a year, they
invite German community foundations which believe they meet the ten “Characteristics of
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community foundation” to apply for the seal for a period of two years, after which the seal has
to be renewed.

Thirty-six foundations that met the Standards in 2003 were awarded the seal on Community
Foundations Day. Members of the jury and prominent members of the board or advisory
council of the Association presented the seal to community foundations from all parts of
Germany. They used the festivities to inform the local press and draw attention to their goals
and efforts. Another 23 community foundations received the seal on the next Community
Foundations Day in 2004.

Another strategy for raising the visibility of community foundations has been to start a group
called “Friends of the community foundations idea” (“Freunde der Biirgerstiftungsidee™).
More than 30 prominent Friends have joined so far. The variety of individuals includes some
prime ministers of German states as well as former German Chancellor Helmut Schmidt and
representatives of the entertainment field, literature, music, press, etc. Musician Marius
Miller-Westernhagen joined as well as former soccer star Franz Beckenbauer and the former
skier and Olympic gold medallist Rosi Mittermaier.

Current challenges/future developments

See Community Foundations Initiative

Additional resources

< www.die-deutschen-buergerstiftungen.de >.

Support Organization: Community Foundations Initiative

History and purpose

The Community Foundations Initiative (“Initiative Blrgerstiftungen”) was founded in 2001
with the support of three major foundations (Bertelsmann, Kérber and Tschira) in partnership
with the Association of German Foundations. The Initiative also received financial support
from the Charles Stewart Mott Foundation and the Federal Ministry for Family Affairs,
Senior Citizens, Women and Youth. The Community Foundations Initiative has just entered
its second program phase running until 2007.

The Community Foundations Initiative has an office in Berlin dedicated to providing services
and support to community foundations. It continues to promote the concept of community
foundations and to further the establishment of new community foundations by coordinating
events, brokering know-how and providing consulting support to help existing community
foundations operate more professionally.

It also provides opportunities for contact between community foundations: they share
knowledge and experience, formally and informally. The more established foundations serve
as mentors and consultants to newly formed foundations. The Initiative also functions as a
grantmaker, giving funds to support administrative operations of new and emerging
community foundations.
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Structure and organization

The Initiative started in December 2001 and will run until the end of its Phase Il in December
2007. The staff consists of a Director, a General Counsel and an assistant as well as a varying
number of interns. Its Speaker is the Chairman of the Arbeitskreis “Burgerstiftungen” of the
Association of German Foundations.

Recent accomplishments

In 2003 the Initiative, together with the Community Foundations Affinity Group of the
Association of German Foundations, organized a “Community Foundations Day” to promote
the idea of community foundations.

The Initiative has created a network of consultants and a menu of services designed to aid
community foundations from birth to adulthood. The network consists of experienced chief
executive officers, other staff and board members. Legal and financial advisors are also
available on demand. The work through individual consultancy, workshops and group
meetings organized by the Initiative. Costs for these services are covered by the Initiative.

The Initiative also holds seminars on key issues affecting community foundations, and
organized in conjunction with individual foundations, regional groups of community
foundations, or the Academy of the Association of German Foundations, an institute
dedicated to the study of the third sector in Germany. Organizations interested in the seminars
offered at the Academy pay a fee, which the project budget cannot cover entirely, but can
cover partly on a case-by-case basis. Publications and written materials providing information
on frequently asked questions are available both in print and through the Association of
German Foundations’ website.

The Initiative also organized a competitive program in 2002 and 2003 to help community
foundations hire full time paid staff and establish their own local offices. A total of €350,000
was awarded to the selected organizations.

One of the Initiative’s major research projects is an annual questionnaire sent to all
community foundations in Germany (MarzUmfrage), to collect information on their growth,
project work and organization.

Current challenges/future developments

The Community Foundations Initiative together with the Arbeitskreis Biirgerstiftungen will
intensify working relationships among community foundations in Germany in order to
strengthen a learning community. In the course of the last three years, more than 45
community foundations have been successfully established. Their experiences will be
analyzed to provide further advice, training and support to more recently established
organizations. The Arbeitskreis and the Initiative will continue to espouse a collaborative
problem-solving approach and one that provides practical solutions to common management
and operational problems. Key goals and activities are:

e promotion of community foundations and their growing importance in Germany’s
third sector, through: a web page with information on best practice in the field; a
survey analyzing the accomplishments and current state of the sector; a bi-monthly
newsletter. The aim is to reach professional advisors, politicians, businesses and the
NGO sector.
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e strengthening information sharing within the network and capacity building through
regionalized provision of support and services and through harnessing the advice and
experience of more established community foundations

e consulting and support services to existing and newly established community
foundations

e materials on issues of interest, such as management, asset building, and volunteer
recruitment

e an information hotline

e involve a greater number of well-established community foundations in providing
consulting and support to newly founded community foundations.

o Draft and distribute information materials with advice from and for practitioners.

Correspondent: Stefan Nahrlich, Bernadette Hellmann, Aktive Biirgerschaft e.V.
Tobias Henkel, Initiative Blrgerstiftungen
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IRELAND

The Community Foundation for Ireland

History

The Community Foundation for Ireland (CFI) was established in 2001, the first community
foundation in the Republic of Ireland. It came about when the government and NGOs were
looking for new mechanisms to raise independent funding for the community and voluntary
sector. Ireland had gone through significant growth from 1994 onwards, and for the first time
in its history had a considerable number of individuals with independent wealth. The
government agency Combat Poverty commissioned a paper in 1998 on the issue of
establishing a community foundation. The government subsequently issued a challenge grant
of £1m (about €1.3m) to the private sector to establish a community foundation.

The founders established two organizations: The Community Foundation for Ireland with a
mission to promote civic philanthropy and civic leadership, and Business in the Community
Ireland to support corporate social responsibility and corporate leadership (including
corporate philanthropy). The founders were a mixture of businesses, NGOs, employer
organizations and government. The community foundation was funded entirely by the
business sector in the beginning.

There is no other community foundation in the Irish Republic. The board traveled to the UK
on two occasions to gain knowledge of the community foundation movement, and
Community Foundation Network (UK) provided tremendous help. The most significant
development for the CFI was the connection with a broad range of community foundations
through its involvement with the Transatlantic Community Foundation Network. It exposed
the community foundation to many different models and cutting edge thinking on
philanthropy and foundations.

In 2003-04 the CFI received a challenge grant from The Atlantic Philanthropies to raise
awareness of the Foundation and promote philanthropy throughout the Republic of Ireland.

There are no other community foundations in the Republic of Ireland. However, the
Foundation cooperates closely with the Community Foundation for Northern Ireland (UK).
Current situation

Facts and recent developments

The CFI covers the entire Republic of Ireland. In recent years, net immigration following
strong economic growth has seen the population of the Republic grow to four million people.
In late 2004, the Foundation hosted a Working Group session and Familiarisation Programme
for members of the Transatlantic Community Foundation Network from Europe and the
Americas. The Foundation also conducted research — pro bono — into “Consumer Attitudes to
Charitable Giving” which provided useful feedback and the basis of a successful public
relations campaign. During 2004, the Foundation established its first county fund and is well
advanced to launch another two (there are 26 counties in the Republic).
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Activities

Given the early stage of development of planned philanthropy in Ireland, the Foundation is
one of the leading advocates for philanthropy in Ireland, and engages with individuals,
corporates, religious and other institutions — and their professional advisors — as well as
government. The Foundation is a donor-focused organization, and its grants support a wide
range of community and voluntary projects throughout Ireland. Its principal — but not sole —
funding source is its endowment fund, supported by donors and organizations such as The
Atlantic Philanthropies.

Examples of community foundation activity

Dochas Dingle: The town of Dingle is situated on the scenic Dingle Peninsula in County
Kerry in southwest Ireland. The area is one of the most popular tourist attractions in the south
of Ireland. Its beauty and ruggedness contrasts with the remoteness in which some of its
residents live. Many older men reside alone across the peninsula, often in very basic living
conditions. This remoteness and loneliness creates mental health problems, and the incidence
of suicide is above the national average for their peer group. A local initiative “Dochas
Dingle” (which means “Hope for Dingle™) sought to alleviate these problems. One initiative
was to set up a weekly chess club in one of the local pubs to create a social outlet for some of
the men. Another, supported by grant aid from the Foundation, involves the provision of
laptop computers and training in word processing and email so some of the men can keep in
contact with family and friends elsewhere in Ireland and abroad.

As most of the participants do not have landline telephones (and some do not have electricity
and water in their mobile homes), this has been overcome by using Bluetooth technology and
mobile phones. The early success of this project has raised the possibility that it will be
replicated elsewhere in remote rural areas.

Community foundation staffing

The CFl is run primarily by a staff of three but has a very active board of twelve volunteers,
while two other volunteers help with the administration of the foundation.

Community foundation income

Donor category

There is €5.8m in endowment, of which €2.8m came from individual and corporate donations,
€1.5m from the government and €1.5m from Atlantic Philanthropies (the challenge grant
mentioned above).

The CFI has received over €300,000 from donors for flow-through grants over the last five
years.

Purposes

Most income has been directed towards the Permanent Endowment Fund. Other funds have
been used, at the request of donors, for “straight through funding” of specific projects. The
financial support of the Mott Foundation has focused on capacity building.

Permanent funds/sustainability

The Permanent Endowment Fund is key to sustaining growth. It currently has €5.8m.
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The environment for charitable giving

Local attitudes

The Irish have always been generous, even in difficult economic circumstances. In the past
they have supported the work of missionaries in developing countries, and more recently
NGOs working there such as CONCERN, GOAL and Trocaire. There has also been a
tradition of supporting the organized churches and religious causes. Slowly, that philanthropy
is beginning to be directed at a wider range of causes, as heretofore, the expectation was that
the government would provide what was needed through taxes for local, domestic needs. It is
hoped that attitudes will change significantly over the next ten years through the efforts of the
Foundation and others.

Legal and tax environment

There are good tax incentives for cash donations to any charity in Ireland. However, there are
no tax benefits for donations of any other types of assets, despite intensive lobbying by the
sector through the Irish Charities Tax Reform Group, of which the Foundation is a member.
Charities are unable to reclaim Value Added Tax (VAT), and despite the sector seeking to
recover this outlay by other means, the government has not been receptive to date.

Charity legislation is currently being reviewed as the sector feels there is a need for higher
standards of corporate governance.

Changing attitudes and the national or regional environment

If resources were available, the priorities would be to:
o raise awareness of the benefits of independent funding as a support to a healthy
democracy/society;
change tax legislation to make non-cash donations also eligible for tax benefits; and
e maintain an education program that would educate professional advisors nationwide
(this has commenced in late 2004).

Current challenges and future developments

Community foundations and funds are expected to grow. The key challenge is to create a
climate that facilitates philanthropy. Ireland’s recent economic success has helped create
about 100,000 euro millionaires in a country with just four million people, but there is a
growing rich/poor divide which sees 66,000 children living in consistent poverty. Clearly,
philanthropy can play a key role in redressing this.

Support needs/international links

As a relatively young Foundation, we have benefited from networking with foundations
overseas, for example through our involvement with the Community Foundation Network
(CFN) in the UK and the Transatlantic Community Foundation Network (TCFN) with
members in Europe and North America.

The Mott Foundation through a capacity building program and the Atlantic Philanthropies
through their challenge grant have played key roles in the launch and growth of CFI.

These links have been invaluable in supporting the Foundation’s launch and development.
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Additional resources

e See our “Accountability Report” in the Media Centre on our website,
< www.communityfoundation.ie >, which traces the launch and growth of the
Foundation, detailing various projects which have been supported in 2000-03.

e See our research into “Consumer Attitudes to Charitable Giving” which is available
in the same section of the website.

e “Your Guide to Communities and Business Working Together” is a step-by-step
guide to help community and voluntary groups work with business to achieve
sustainable community development. It is produced by CFI’s sister organization,
Business in the Community Ireland, and can be accessed on their website,
< www.bitc.ie >.

Correspondent: Tina Roche, The Community Foundation for Ireland
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ISRAEL

The Jerusalem Foundation

History

The community foundation

Jerusalem Foundation founder, former Mayor of Jerusalem Teddy Kollek, had a dream of
building a pluralistic city where all of its citizens could live together equally — religious and
secular, veteran and new immigrant, rich and poor, Arab, Christian and Jew. He wished to
improve educational opportunities, close the gaps between the city’s different sectors and
create a city to serve all its residents. Realizing that the municipal government would not be
able to respond to this complex task alone, he created the Jerusalem Foundation in 1966. Ruth
Cheshin has been the President of the Foundation since its inception. She continues to lead the
Foundation and, together with the international Chairman Dan Meridor and boards around the
world, Teddy Kollek’s values are being carried forward to a new generation.

Other community foundations

There are several other city foundations in Israel modeled on the Jerusalem Foundation.
However, the Tel Aviv Foundation, the Haifa Foundation, the Beer Sheva Foundation and
several other smaller entities tend to be municipal foundations rather than community
foundations.

Current situation

Facts and recent developments

The Jerusalem Foundation reaches out to Jews, Muslims and Christians of Jerusalem.
Jerusalem is the capital city of Israel and the largest city in the country, with 700,000
residents and an area of 31,650 acres (128 sq km). The Foundation’s website,

< www.jerusalemfoundation.org >, is comprehensive and regularly updated to provide both
donors and grantees a sense of accountability and transparency. The foundation publishes a
bi-annual magazine, Windows on Jerusalem, and holds an annual gathering of its donors.

Activities

The Jerusalem Foundation is currently constructing some 30 buildings across the city at a
total cost of US$16m. It made well over 200 grants in 2004 and increased its fundraising by
well over 20% from US$24m to US$31m.

Examples of community foundation activity

Poverty is one of Jerusalem’s most pressing problems. In the latest National Insurance
Institute report on poverty in Israel, Jerusalem was ranked as the poorest city per capita in the
country. One in three Jerusalemites lives below the poverty line, and 42.5% of the city’s
children live in families with per capita incomes below the poverty line.

Initiated in 1999, The Caring Community is based first and foremost on the principles of
empowerment and self-help. Specifically, the project aims to give residents in underprivileged
communities the means to pull themselves out of poverty and hopelessness. For the first time,
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residents have the opportunity to take responsibility for their community’s fate. They control
the choice of programs to be developed and the allocations of funding to those programs. To
this end, local residents in each community formed steering committees together with
representatives of the various service professionals in the community (the schools, social
welfare authorities, NGOs, the community councils, the local community center, etc). On
each steering committee, residents comprise about 60% and service professionals about 40%
of the members. A citywide committee, chaired by Dr. David Harman and with resident
participation, sets general guidelines and provides resources, but does not interfere with what
the local communities decide. Each community was given a grant and had to decide what
projects to develop and how to allocate funding per project.

For those already part of the project, there is no doubt about the impact. Meir Abitbul sums it
up when he says: “The Caring Community has engendered hope in our community. We get
support for our ideas and feel that it is possible to effect change. | know that this is a marathon
—a long-term process. | may not see the full results for my children. But you can’t be a social
activist just for personal reasons. We are working for the future. And I am confident that it
will be a better one for all of us.”

Community foundation staffing

The Jerusalem Foundation is overseen by a public council. This general assembly meets at
least three times a year. It appoints an executive management committee comprised of
volunteers from the community. There are over 40 staff members at the Jerusalem Foundation
working in four departments: technical, finance and administration, projects, and fundraising.
Both the voluntary and paid members of the Jerusalem Foundation reflect the diversity of the
residents of Jerusalem.

Community foundation income

Donor category

Individuals and corporations 79%

NGOs 1%

Foundations 13%

Municipal and government support 7%
Purposes

In 2004 the Foundation received US$1.9m of unrestricted contributions and support,
US$19.2m funds for specific programs and projects, and US$1m for endowment funds. In
addition, unrestricted investment income totaled US$2.5m. A list of programs and projects
supported by the Foundation can be received upon request. Total new firm pledges in 2004
was US$30.2m and total pledges increased by over US$8m. Operating costs amounted to
US$2.8m, funded from unrestricted gifts and investment income.

Permanent funds/sustainability

Endowment funds total US$40.8m at the end of 2004. These increased by US$1.5m in 2004.
Building the endowment fund is a high priority for the Foundation.
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The environment for charitable giving

Local attitudes

Research in Israel shows that Israelis are generous givers per capita. Much of the nation’s
wealth, however, is located in the Tel Aviv area, while Jerusalem, despite being an
administrative, spiritual and educational center, is the poorest city in the country. Fundraising
in the city is particularly challenging.

Legal and tax environment

The bulk of the Jerusalem Foundation funding comes from overseas where the Foundation
has branch offices governed by the prevalent laws of each country. In those countries where
government incentives are minimal or non-existent, it has a negative impact with the result
being that, in general, people give less.

Changing attitudes and the national or regional environment

Many charities in Israel would welcome the abolition or reduction of VAT as well as better
tax breaks for charitable gifts, and possibly more devolution from government to civil society
services.

Current challenges and future developments

Jerusalem has close to 300,000 children living in the city, of whom 42% live beneath the
poverty line. Education is the key to empowering them and their families. Close to 450,000
Israelis and 250,000 Palestinians live in Jerusalem. They are the key to any advance in peace.
Coexistence efforts among the Jews, Muslims and Christians are critical. Budgetary cuts have
left the city’s cultural institutions reeling; they require constant nurturing.

International links

Almost the entire spectrum of the Jerusalem Foundation’s outreach work is international in
scope crossing European borders as well as continents. As a result of the 2004 EFC
conference in Athens, The Jerusalem Foundation, The Evens Foundation and Stichting
Vredeseducatie are currently cooperating in developing a Peace Factory in Jerusalem.

Additional resources

The foundations website: < www.jerusalemfoundation.org >

Annual Report: < www.jerusalemfoundation.org/mission.php?s=report >

Correspondent: Alan Freeman, The Jerusalem Foundation

Worldwide Initiatives for Grantmaker Support Page 88



2005 Community Foundation Global Status Report Part 11: Country Profiles

ITALY

Community foundations

History

Community foundations were introduced in Italy after the Cariplo Foundation decided to
establish a network of local partners to have better relationships with the communities in
Lombardy where the Foundation operates, and to promote a culture of giving as a way to
foster the nonprofit sector. The first foundation was established in February 1999 in Lecco
and the second one in December 1999 in Como. Both foundations were established by the
Cariplo Foundation with the involvement of local authorities.

Now there are 16 community foundations operating in Italy: twelve of them established by the
Cariplo Foundation and two by the Venice Foundation. Another arose spontaneously in 2004
as part of a local strategy to provide social services to a community near Vicenza. The latest
community foundation was established in April 2005 in Albenga, west of Genoa.

With the proven success of the Cariplo project, there is increasing interest among other
savings bank foundations and other institutions to replicate the idea in other parts of the
country.

Current situation

Community foundations cover the entire region of Lombardy, with the exception of the city
of Milan. This means that more than 70% of the population of that region has access to a
community foundation. At the national level it is less than 15%.

At the moment the rate of community foundation formation is low because the Cariplo
Foundation has nearly finished covering its own region, and the work to promote community
philanthropy in other parts of the country has not yet started.

Italian community foundations now are starting to add to their general grantmaking some
specific initiatives in fields where they think they can have major impact.

Complete list of community foundations

Number of community foundations formally established: 16

Additional community foundations at early stages of development: 3

Fondazione della provincia di Lecco, Lecco, < www.fondprovlecco.org > 1999
Fondazione Provinciale della Comunita Comasca, Como, < www.fondazione-comasca.it > 1999
Fondazione della Comunita della Provincia di Mantova, Mantova, 2000

< www.fondazione.mantova.it >

Fondazione della Comunita del Novarese, Novara, < www.fondazione.novara.it > 2000
Fondazione della Comunita Bergamasca, Bergamo, < www.fondazionebergamo.it > 2000
Fondazione della Comunita di Monza e Brianza, Monza, < www.fondazionemonzabrianza.org > 2000
Fondazione della Comunita della Provincia di Cremona, Cremona 2001
Fondazione della Comunita del Varesotto, Varese, < www.fondazionevaresotto.it > 2001
Fondazione della Comunita Bresciana, Brescia, < www.fondazionebresciana.org > 2001
Fondazione Comunitaria della provincia di Pavia, Pavia, < www.fondazionepv.it > 2001
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Fondazione “Pro Valtellina”, Sondrio, < www.provaltellina.org > 2002

Fondazione Comunitaria della provincia di Lodi, Lodi, < www.fondazionelodi.org > 2002

Fondazione Santo Stefano, Portogruaro (Ve) 2002

Fondazione della Comunita Clodiense, Chioggia (Ve), < www.fondazioneclodiense.it > 2002

Fondazione di Comunita Vicentina per la Qualita di Vita, Montecchio Precalcino (V1), 2004
< www.fondazionevicentina.it >

Fondazione Comunitaria del Ponente Savonese, Albenga (SV) 2005

A current list of community foundations can be found at
< www.filantropiacomunitaria.org/FC_Categorie_01.asp?IDCategoria=340 >

Community foundation staffing

By statute all community foundation board members are volunteers.

The foundations are beginning to have professional staff. For the most part the staff consists
of only one person, sometimes part-time and working with the help of volunteers. The
foundation with the biggest staff is the Community Foundation of Como with 3.5 staff
members. The main function of the professional staff is administration.

Community foundation income

Donor category

The major donors of the Italian community foundations are the Saving Bank Foundations and
particularly the Cariplo Foundation. The Cariplo Foundation alone gave more than €12m in
2004 to the twelve foundations it established, of which €500.000 went for operating costs and
the remainder for re-granting. An additional Cariplo Foundation challenge grant of €4,5m will
eventually be donated to the community foundations’ endowments (see below).

In addition, the European Union has given more than €3m for grants, and several hundred
thousand for operation support, to the community foundations in Lombardy.

Apart from those major donation, Italian community foundations in 2004 have collected
€6,5m in donations from a vast array of donors including individuals, local companies, local
public administration, and the Catholic Church. Of this sum, €4,6m went to build their
endowments.

Purposes

Donations collected for endowment have mostly been in the form of donor-advised funds,
while other donations are usually directed to support specific projects. Some community
foundations have developed a specific strategy to involve the community in their grantmaking
process, while building their endowment: in effect, a donor’s guidance is taken in deciding the
recipient of grants but on the condition that at least 20% of any donation handled in this way
goes to the foundation’s endowment.

Permanent funds/sustainability

The Italian community foundations are concentrating most of their effort on building their
permanent endowment. Leaving aside the funds from the Savings Banks Foundations (the
Cariplo and the Venice Foundation) and from the European Union, more than two thirds of
their income actually goes in endowment. This development can be attributed to the challenge
grant launched by the Cariplo Foundation, whose goal is to build community foundation
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endowment of at least €15m per foundation. At the end of 2004, the total endowment of all
Italian community foundations was more than €115m.

The environment for charitable giving

Local attitudes

Community philanthropy is something quite new in Italy, but people have reacted well to it.
The major obstacles to giving are that for a long time every social activity was run by the
public administration, and the leading class, especially, is not used to giving. Attitudes are
changing, but it is a long process. Moreover, until very recently there were almost no tax
incentives for giving. A new law was approved on 17 March 2005 that has increased those
incentives. See below.

Legal and tax environment

Most of the Italian community foundations are ONLUS, “organizzazioni non lucrative di
utilita sociale”, which confers charitable status. The new law allows a donor to deduct up to
10% from his/her taxable income up to a maximum of €70,000. Because this law is new its
impact on the growth of community foundations is not known yet.

The legal environment is poor for community foundations. The existing law for nonprofits
does not take into consideration the specific needs of grantmaking organizations. It is
therefore difficult to have a clear idea of what community foundations are able to support and
what they should not support.

There are no specific tax incentives for community foundations, and they pay normal taxes on
the investment of income from their endowments.

Changing attitudes and the national or regional environment

The environment is changing and becoming more supportive. The nonprofit sector is gaining
importance, and organized philanthropy, therefore, also is becoming more important for the
future of the community.

The first Italian national association for grantmakers, AssiFero was established in 2003. In
addition, for the first time the government of the Lombardy Region has organized a meeting
with representatives of some of the more important foundations to discuss common strategies.

Examples of community foundation activity

The community foundation that has achieved the most remarkable results is the Lodi
Community Foundation. Lodi is the smallest (120,000 inhabitants) and the least industrial
province in Lombardy. By combining its grantmaking with fundraising it has raised in its first
two years of existence more than €1m in many small gifts from more than 1,000 donors.

In the last year the community foundations of Lombardy managed €5.5m from the European
Social Fund to make grants to help disadvantaged people to find jobs. The project has been
successful and is considered an example of best practice for the entire country.

In 2004, the Como Community Foundation and the Lecco Community Foundations developed
a partnership with unions and business associations to launch a countywide fundraising
campaign. For each worker who donates money equivalent to one hour of his/her wages, the
employer matches the contribution to create a permanent fund in the foundation in Como or to
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support a project in Lecco. Using this strategy, the Como Foundation raised €200,000 and the
Lecco Foundation €100,000 in late 2004 and early 2005.

Current challenges and future developments

The major challenges lies in the poor legal framework and in the attitudes of the leading class,
which has been educated to believe that everything should be done with public money.

Another big challenge is to make boards understand that they need to invest in the structure of
their foundations and that they need to plan and work strategically.

People in the other regions of Italy need to understand that community foundations are not the
local structure of the Cariplo Foundation, but an important model for the growth of their
communities.

International links

Lecco, Brescia and Bergamo community foundations participate in TCFN

e representatives from the Bergamo and Lodi community foundations participated in
the 2004 Community foundations Symposium in Berlin

e arepresentative of the Lodi Community Foundation participated in the Community
Foundations of Canada biennial conference in 2004

o arepresentative of the Como Community Foundation participated in the CPI meeting
in Athens in May 2004

o the community foundations of Bergamo, Mantua and Como have each hosted a
Transatlantic Community Foundation Fellow.

Support Organizations

History and purpose

The Cariplo Foundation is the largest Italian foundation. It used to own the biggest saving
bank in the world. In 1998 it decided to launch a major project to introduce community
foundations in Lombardy. This decision was taken for the following reasons:
o to have a local partner that could help the Cariplo Foundation in its grantmaking
e to provide local communities with a vehicle to promote charitable giving and create
the conditions for the sustainability of the nonprofit sector, and
o to show that Cariplo as a grantmaking foundation could provide a strategic answer to
the future needs of Lombardy.

The Venice Foundation has developed a similar approach, although on a much smaller scale.

At the moment interest is increasing outside Lombardy. AssiFero, the Association of Italian
Grantmakers, should start to provide technical assistance, but as yet it has not begun.

Structure and organization

The Cariplo Foundation’s community foundation project is run by a single person with no
other support. Recently, the project has established a committee made up of some board
members of the Cariplo Foundation.
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Recent accomplishments

The major accomplishment is the development of a new information system used by all
community foundations that were established by the Cariplo Foundation. It is web-based and
offers complete integration of grantmaking, fundraising, fund management, budget and web
page. This system provides a common standard, including a high level of automation, so that
even foundations run by volunteers can provide top level professional services and manage a
website.

Some foundations now are developing more strategic grantmaking, specifically for youth.

The other major development is a coalition of all community foundations in Lombardy, a
private foundation and a service structure to manage €5.5m from the European Social Fund to
finance projects to help disadvantaged people find jobs.

Current challenges/future developments

One of the biggest challenges is to promote community philanthropy outside Lombardy.

The Cariplo Foundation hopes that its information technology platform will contribute to the
growth of the sector, even outside Lombardy. Every new foundation will be able to use the
system to help it work in a professional way and immediately draw on the experiences of the
others. The Cariplo Foundation charges a foundation €7,200/year for the first three years and
€5,000 thereafter, a charge that may become lower if the number of users will increase.

The website for community philanthropy < wwuw.filantropiacomunitaria.org > will be
improved and information on how to establish and run a community foundation will be added.
The website will soon become a part of the AssiFero, the association of Italian grantmakers.

Another challenge will be to develop common strategies and instruments to help community
foundations invest their endowment. The current investment strategy is conservative and the
rates of return are low because boards are risk-averse.

Another activity planned, hopefully with the help of the Cariplo Foundation, is to develop a
legacy campaign and other types of local community fundraising campaigns.

Correspondent: Bernardino Casadei, Cariplo Foundation
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LATVIA

Community foundations

History

In 2001, the Baltic-American Partnership Program initiated a program to promote the concept
of community philanthropy and the formation of community foundations in Latvia, in
response to the fact that foreign donors were leaving the country and there are no sustainable
sources of indigenous funding in Latvia. About 50 local residents formed the first community
foundation, Talsi Region Community Foundation, in February 2003. The second foundation,
Lielvarde Community Development Foundation, was established in December 2003 by 14
local businesses and one individual.

The model of community philanthropy and the examples of Talsi and Lielvarde have inspired
other communities around the country. In 2004, BAPP provided capacity building
opportunities and consultancy, using local and international experts, for three other towns —
Valmiera, Aluksne and Madona.

Even though the two established foundations are at an early stage of development, the results
thus far are positive. The keys to success are the commitment and ownership of the concept
by local communities and targeted consulting and coaching using local and international
expertise. Continued support is needed to strengthen their capacity, and the limited wealth of
these communities is a challenge for fundraising.

Current situation

There are two regions covered by community foundations. The Talsi Region Community
Foundation serves a population of 50,000, 13,000 in the town of Talsi (an average-size town
in Latvia) and 37,000 in its wider region. The other community foundation, Lielvarde
Development Foundation, serves the community of Lielvarde town, which has 7,500
inhabitants. Together both community foundations serve about 2.5% of the total population of
Latvia. The three sites with emerging community foundations (Valmiera, Aluksne, Madona)
serve about 7% of the population. As information about the concept and the success stories of
the Talsi and Lielvarde community foundations spread around the country, the number of
communities interested in this concept is increasing.

The main method of grantmaking by the community foundations is through grant
competitions, some of which are open to proposals about any community needs, while others
address specific issues (the needs of youth, older people or disabled people). The community
foundations also manage some donor-advised funds. Talsi Community Foundation also
provides scholarships.

Complete list of community foundations

Number of community foundations formally established: 2
Additional community foundations at early stages of development: 3

Talsi Region Foundation, < www.tnf.lv > (2003)
Lielvarde Development Foundation (2003)
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Community foundation staffing

The Talsi Community Foundation has three part-time paid staff members: the Director, who is
responsible for day-to-day operations; the project manager responsible for handling the
grants; and an accountant. The Lielvarde Community Foundation has a part-time paid director
and a part-time paid accountant.

The Board members are volunteers. The Boards of both community foundations are engaged
and committed, eg the Board of the Talsi Community Foundation in 2004 met 13 times. In
addition, Board members take an active part in various capacity-building initiatives and
networking with other community philanthropy sites.

Community foundation income

Donor category

Talsi Region Foundation received a total of LVL 16,477 in 2004; Lielvarde Development
received LVL 13,938 (LVL 1 =€1.5). The breakdown of donors in 2004 was as follows:

Talsi Lielvarde
Individuals 10% 3%
Businesses 25% 12%
Municipality 0% 20%
International donors 58% 60%
EU 7% 5%
Total 100% 100%

Purposes

Talsi Region Foundation spent a total of LVL 23,865 in 2004; Lielvarde Development spent
LVL 13,938. The breakdown was as follows:

Talsi Lielvarde
Grants 40% 6%
Funds for specific projects 13% 16%
Administrative budget 20% 10%
Capacity building 7% 16%
Endowment 9% 5%
Unspent/ left over in 2004 11% 47%
Total 100% 100%

Permanent funds/sustainability

In 2004 both community foundations designated funds for endowment, as shown above.

The Talsi Region Foundation initiated a campaign for endowment building named “100
friends of the Talsi Region”. The minimum donation is LVL 20 and each donor receives the
status of Talsi Region friend. The President, Vaira Vike-Freiberga, provided the first
donation. In addition, the Talsi Community Foundation established a rule that 25% from other
donations given by members outside this campaign will also go towards endowment.

Fifty percent of the membership fees of Lielvarde Development Foundation are designated for
endowment; the remainder is used in grantmaking. The minimum sum for membership is
LVL 100. Both community foundations are looking for ways to cover future operating costs.
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Up to now the Baltic-American Partnership Program has been the main source of funding for
their administrative expenses.

The environment for charitable giving

Local attitudes

The concept of community philanthropy and community foundations is not widely known in
the country. Nevertheless, there are positive examples of informal and spontaneous giving.
Once people learn about community foundations and community philanthropy, their attitude
is positive. There is a lack of knowledge about giving — to which organizations and by what
method? People lack trust that funds will be distributed in a transparent manner to those in
need. NGOs need more experience in, and resources for, efficient and professional
fundraising. The country is still at an early stage of economic development.

Legal and tax environment

In 2004 an NGO legal reform was finalized and new pieces of NGO legislation went into
effect on associations and foundations (including separate legislation to make this law
operational), and on public benefit organizations.

Tax breaks have been created for public benefit organizations and these also apply to
community foundations. For business donations, 85% of donations can be claimed as a tax
credit, but only up to 20% of the wholly assessed tax liability; for individual donations 25%
can be deducted, but only up to 20% of the taxable income.

Income from a foundation’s investments is not taxable. However, if a foundation is registered
as a nonprofit company with limited liability, it is not usually tax-exempt. Organizations can
claim exemption from real estate tax from local government and some organizations are
entitled to real estate tax exemptions by regulations of the Cabinet of Ministers.

There are no special incentives for community foundations and no special support for
community foundations from the government. However, there are no limits and obstacles to
formation and functioning of community foundations either.

Changing attitudes and the national or regional environment

The new legislation mentioned above represents reform of a positive nature. Even though a
few pieces of legislation are still pending in the Parliament, the legal framework is clear and
supportive of NGO activity. As regards promotion of philanthropy, emphasis should be
placed on:
o facilitating indigenous philanthropy by setting up local intermediary grantmaking
foundations
e spreading the community philanthropy concept
providing capacity building support to NGOs active in the promotion of philanthropy
and in fundraising

There are also opportunities to lobby for more public funds for NGO activity.

Examples of community foundation activity

Talsi saw the first community foundation in Latvia and it is currently the most active and
successful, serving as a source of inspiration for other communities interested in the
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community philanthropy concept. It was one of the BAPP pilot sites to implement the
participatory planning and community philanthropy pilot project.

The Foundation was established formally in February 2003 as a result of a year’s discussion
and learning process, which began when a group of local activists, with the support of BAPP,
held a citizens’ forum to discuss issues of local significance and identify solutions to local
needs. During the forum, eight working groups were formed that agreed to implement on a
voluntary basis a number of the project ideas that were identified. The initial process was
challenging, as the people involved had neither relevant experience in mobilizing the
community nor in fundraising. Nevertheless, people felt that they would like to engage in
helping their community in a more structured and organized way. There were a number of
meetings and discussions by local activists in the course of 2002 to identify the model that
would be the most appropriate for their community, helped by networking, study tours, and
the involvement of local and international consultants, financed by BAPP.

As a result, Talsi Community Foundation was established as a membership association,
according to the legislation that existed at the time. Fifty founders were the first members,
contributing annual dues (at least LVL 20 per year) and given the right to vote on project
proposals funded from unrestricted donations (based on an agreed procedure for selecting
project proposals). This is an interesting way to involve the wider community in the
foundation’s decision-making. The dues are divided between endowment (25%) and grants
(75%). In the first two years of activity, the Foundation has given about LVL 14,000 to
support 37 projects.

Current challenges and future developments

In the early stages of community foundation development, the main obstacles were a lack of
public awareness, the Soviet legacy, weak NGO transparency, and an underdeveloped
economic and legal environment.

Currently, the trend is that foundations are able to raise funds for project support, but the
crucial funds for administrative support and endowment are harder to raise. Endowment
building has been a challenging component of community foundation development, due to the
lack of investment experience in the NGO sector and the country’s fiscal environment.

International links

Community foundations and support organization representatives have participated in several
international events including: the CPI annual networking meeting (two participants), the
European Foundation Centre’s AGA & Conference (one participant), Community
foundations: Symposium on a global movement (three participants), and various meetings and
networking with other community foundation sites in the Baltic. Staff from CAF Russia have
provided regular consultancy to the community foundations and the support organizations. All
these opportunities have proved to be very valuable.

Support Organizations

History and purpose

The Baltic-American Partnership Program (BAPP) in Latvia is financed by the Baltic-
American Partnership Fund (BAPF). The Fund was established in 1998 by the US Agency for
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International Development and the Open Society Institute (the Soros foundation) and is a
grantmaking institution. The strategic priorities of BAPP Latvia are:

o alegislative environment and infrastructure supportive of NGO activity

o institutional development and financial viability of NGOs

e civic engagement and cross-sector cooperation, including community philanthropy

In the field of community philanthropy, BAPP Latvia initiated pilot activities for the
development of participatory planning tools and community philanthropy at the beginning of
2001. The first phase of BAPP’s support (2001-02) aimed to bring together citizens, local
governments and local business representatives to define local priorities and to raise resources
to address them. This pilot phase was intended to provide a future basis for the establishment
of community foundations or community foundation-like institutions. Two cities in Latvia —
Talsi and Lielvarde — were selected as pilot sites. The second phase, designed to support the
institutional development of community foundations in Talsi and Lielvarde, was started in
2003 and continues. Since 2004, BAPP has been supporting three other communities
interested in the community foundation concept, through funding and facilitating consultancy.

The Centre for Nongovernmental Organizations (NGO Centre) in Riga was selected to act
as a national support organization for both pilot sites and as a facilitator of community
philanthropy in Latvia. The Danish Government, UNDP and the Soros Foundation-Latvia
established the NGO Centre in 1996. Its main programs are in NGO advocacy, the promotion
of indigenous philanthropy, and community philanthropy.

Structure and organization

BAPP-Latvia is a grantmaking institution. It has two permanent staff members. BAPP’s Local
Experts Council provides the strategic guidance and selection of projects to be funded,
including the projects in the field of community philanthropy. BAPP programs are funded
from the endowment formed by the USAID and the Open Society Institute.

The NGO Centre is a nonprofit company. The Board consists of representatives of the
founders (the Soros Foundation-Latvia and the UNDP) as well as NGO and business
representatives. It has seven staff members working on programs and projects, and a few
administrative personnel. Its main donors are BAPP, Oranje Foundation, Ministry of Society
Integration Affairs and various embassies.

Recent accomplishments

In the course of 2004 three new sites were selected for BAPP’s development and core support
— Valmiera, Aluksne, Madona. All three sites are in the process of establishing community
foundations in their regions.

With BAPP’s support the Talsi Community Foundation has taken full ownership of the
community foundation concept and is developing successfully.

The NGO Center takes an active role in promoting the community foundation concept in the
country. In February 2004 the Center, in cooperation with the Talsi Region Foundation,
organized the first conference on community philanthropy development in the Baltic
countries, “New Opportunities for Community Development in The Baltics - Community
Foundations”. The goal of the conference was to share best practice and recent achievements
in the field of community philanthropy, and introduce the concept of community foundations
to representatives from local municipalities, NGOs, regional NGO support centers and
businesses. More than 250 participants attended the conference, including recently established
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community foundations and national support organizations from Lithuania and Estonia,
consultants from CAF Russia and the Ekopolis Foundation (Slovakia), and Baltic-American
Partnership Fund representatives from the US.

Current challenges/future developments

o For the existing community foundations, the main challenge is to ensure long-term
financial sustainability for themselves and their national support organization
(including endowment building)

e To spread the concept further, the challenge is to assess the capability of interested
communities to establish community foundations and to target support to those that
have a potential. At the same time, efforts need to be made that communities that do
not match the criteria do not get discouraged but consider other forms of community
organizing

e To build in-country expertise in issues related to community philanthropy and
community foundations and facilitate the spread of the concept that can be best
applied according to local needs and resources

e To facilitate networking among local community foundations, national experts and
external consultants and share experiences throughout the Baltics.

Additional resources

Baltic-American Partnership Program (BAPP) < www.bapf.lv >
Centre for Nongovernmental Organizations (NGO Centre) < www.nvo.lv >

Correspondent: leva Morica, The Baltic-American Partnership Program-Latvia
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LITHUANIA

Community foundations

History

The model of community foundations would have probably arrived in Lithuania sooner or
later. It was, however, American experience that first stimulated Lithuanian NGOs’ interest in
community foundations. Later the relevant opportunities provided by the Baltic-American
Partnership Program-Lithuania (BAPP) led to the launch of several pilot foundations in 2000.

The first, a very small community philanthropy organization, Papile Neighborhood Support
Foundation, was established in 1998 with advice and assistance from Lithuanian-Americans.
An organized community philanthropy movement began at the end of 2000 in response to a
philanthropy program launched by the BAPP. The second and third community foundations
(Samogitia Community Foundation in the West of Lithuania, and Utena Region Community
Foundation in the northeast Lithuania) were established at the beginning of 2002, after an
introductory seminar by BAPP about the concepts of community philanthropy and
community foundations in December 2000 led to relevant community meetings and forums in
2001. They were established following a traditional model of community foundations in the
US and Europe.

Local business representatives, NGOs or individuals have been the founding members of the
community foundations. Initial funders were Lithuanian-Americans (for the very first
community foundation), and the BAPP (for the other two).

The community foundations that developed after the first three had more favourable
conditions due to the existing know-how in the country and the growing traditions of
philanthropy in Lithuania. There are presently six community foundations in Lithuania, with
a seventh one forming in Summer 2005.

Current situation

Community foundations cover one-ninth of the country’s territory and a quarter of the
population. They have grown steadily in the last four or five years due to the BAPP’s support
for the concept and in funding and direct and indirect technical assistance. Their grantmaking
to date is not very large but they are having an impact on their own communities and society
at large.

Four more community foundations were established in Lithuania in 2002, initiated and
launched primarily by NGO leaders in cooperation with local business representatives. The
majority of the founders of all community foundations were people rather than institutions.
Two of the community foundations (Samogitia and Utena) cover several regions (local
administrative regions), one covers just one region (Alytus), and the fourth covers just one
town (Visaginas). The fifth community foundation, J.L.VVyner Charity and Support
Foundation, was originally established in 2004 in Klaipeda, one of the largest cities in the
country, but is planning in the future to cover the entire West Lithuania. All community
foundations have boards, which represent a mixture of the sectors. Three foundations began
their activities with organizing community forums. All five community foundations have
already been raising funds, have established their grantmaking processes, and have been
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distributing funds either through grants to NGOs, or by providing financial support to
individuals.

The community foundations collaborate well together, sharing skills and experience.

Complete list of community foundations

Number of community foundations formally established: 6
Additional community foundation at early stage of development: 1

Year of registration

Papile Neighborhood Community Foundation, Akmene region 1998
Alytus Community Foundation, Alytus < www.nvo.infoseka.lt > 2002
Samogitia Community Foundation, Telsiai < www.zemaiciufondas.lt > 2002
Utena Region Community Foundation, Utena < www.utena-on.It > 2002
Visaginas Community Foundation, Visaginas < www.vyneris.|t > 2002
J L.Vynner Charity and Support Fund, Klaipeda 2004

North Lithuania Foundation in Siauliai will form in summer 2005.

Community foundation staffing

Four of the six community foundations currently operating are run by one paid staff member
each, but the others rely on volunteers. All paid staff are NGO professionals who have
recently acquired relevant know-how about community foundation management. Only two of
the community foundation administrative heads are employed full-time. Four, for a limited or
unlimited period of time, hire professional accountants, with money coming from donors
(usually foreign ones).

Community foundation income

Donor category

Local businesses 32%
Government grants 16%
International foundations 36%
Individual contributions 16%
Purposes

Operating costs 30%
(mainly from international donors)

Re-granting/unrestricted grants 20%
Specific programs 50%

Permanent funds/sustainability

Three of the community foundations have been considering and preparing for endowment
building. Sustainability is a challenge and the foundations have been developing their
strategies and business plans. None of the community foundations is currently sustainable,
and they will need external subsidy through grant support for some time yet.
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The environment for charitable giving

Local attitudes

The explicit term “community philanthropy” is a new one but local fundraising has been quite
an accepted form of fundraising, especially in the regions and smaller localities. Fundraising
in larger cities is more difficult. With the growing success of community foundations, the
attitudes towards giving may become more positive.

Although research, surveys and public opinion polls on philanthropy and giving in Lithuania
are scarce, some general tendencies can be identified: the majority of residents of Lithuania
have positive attitudes towards philanthropy. According to surveys carried out a few years
ago, 88% of the population would give to charity if they were richer. About 60% of the said
they had never given, because “nobody asked them to give”. That percentage has not changed
for about seven years despite the growing economy and improvements in the legislation.

There is still much emotion and subjectivity about philanthropy. Surveys by the Lithuanian
Free Market Institute in 1997 proved this with, for example, many business representatives
regarding unfavorable legislation as the major obstacle to giving. On the other hand, then as
now, nearly one third of charity and giving remains informal despite attractive tax deductions.

Legal and tax environment

Legal provisions for philanthropy are favorable. Lithuanian companies can receive tax
deductions for giving up to 40% of their taxable profits. In 2003, Lithuania passed the 2%
law: in 2004, one sixth of working citizens assigned 2% of taxes to go to a charitable
organization of his /her choice. The 2% law is not regarded as a philanthropic mechanism but
rather as a transitional form of philanthropy that should lead to increased philanthropic giving
in Lithuania. In return, however, other tax breaks for individual private donors were
abolished. Despite this there is evidence that individuals are giving to community foundations
in particular due to the local character of the organizations.

There are no special tax or legal provisions for community foundations.

The major obstacles to more giving to NGOs generally seem to lie in the lack of relevant
skills in asking for money or a tradition of fundraising from individuals.

Changing attitudes and the national or regional environment

Promotion of best practices and of successful projects supported by community foundations
could encourage local giving among people who at the moment either do not give at all, or
give less than they could. Community foundations, as well as NGOs in general, need to
further develop their fundraising strategies, improve their relevant skills, and expand their
fundraising campaigns outside the main community where they are located.

In 2005-2007 BAPP and its partner organizations and NGOs will work more strategically to
promote corporate giving, and continue negotiating with the government and legislators in
order to restore tax incentives for individuals.

Examples of community foundation activity

Reshaping of the center of the town of Utena. Several years ago both town residents and
local government representatives voiced a need for cleaning and reclaiming the central square
of the town. Yet nothing happened until the autumn of 2004 when the largest business in the
region asked the Utena Regional Community Foundation to launch an activity targeted at the
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square. The business promised financial support for administrative costs and a prize for the
winner of a competition for a new sculpture for the square. The Foundation organized
discussions and the competition. The square was cleaned and a project Assessment
Committee consisting of the most prominent artists, architects and residents of the town
selected the winning sculpture, “Rainbow”, out of 27 competition entries. To build the
sculpture the architect needed a huge amount of colorful stone and searching for and
supplying stone pieces involved the entire community of the town and villages around it.
People who contributed most to the completion of the task were honored and awarded various
prizes produced by local artists. The success of the activity lies in the close cooperation and
partnership among the community foundation (NGO), a local business, and the entire
community.

Current challenges and future developments

Lithuanian community foundations have been facing the following challenges:
e aneed to build a climate of trust in their mission and operations
o limited professional staff and/or lack of manpower dedicated to their work
e the need to educate local businesses, and
o to experiment with new fund-generating activities

International links

o Papile Neighborhood Community Foundation works closely with the Lithuanian
diaspora in the US

e Samogitia Community Foundation involves the Charities Aid Foundation-Russia as a
consultant on a variety of issues.

o all Baltic (Estonian, Latvian and Lithuanian) community foundations last year
launched regular exchange of experience seminars to be organized by each country on
a rotating basis.

o representatives from nearly all of the Lithuanian community foundations have had
study-visits to Slovakian and Polish community foundations.

International exchanges also have been critically important at the initial stage of development
of both community foundations and support organizations. For example, Slovak technical
assistance enabled two community foundations to begin drafting their business plans and
consultations with CAF-Russia enabled Samogitia Community Foundation to launch
negotiations with a couple of businesses operating in their region.

In the future, community foundations should become members of relevant international
institutions, networks, foundations, etc in order to keep pace with international developments,
and follow trends that may affect the activities of community foundations in this region.

Support Organizations

History and purpose

The Baltic-American Partnership Program in Lithuania (BAPP) is funded by the Baltic-
American Partnership Fund, which was established in 1998 as a joint foundation of the US
Government and the Open Society Institute. The Baltic-American Partnership Fund is
governed by a Board with headquarters in New York. There is a Local Experts’ Council,
which is an advisory body to the Board of the Open Society Fund-Lithuania that administers
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the BAPP. This Council proposes the annual program strategy, program plans and budgets
aimed at supporting Lithuanian non-governmental organizations.

The BAPPs in Estonia, Latvia and Lithuania are seeking to strengthen civil society and
demaocracy in their countries by providing grant aid (US$15m) over ten years to local
organizations.

The goal of the BAPP in Lithuania is the creation of a vital, empowered, and transparent
nonprofit sector capable of participating fully in society, while making an impact on the NGO
environment and strengthening NGOs. It strives to assist the sector in the development of
financial, human and structural resources, to encourage greater accountability and promote
improved understanding of the sector and the role it plays. To development philanthropy at
the local level, a part of this strategy is to promote community foundations.

During 2005-2007, BAPP-Lithuania’s priorities are to continue improving NGOs’
institutional development and cultivate a philanthropic climate in Lithuania.

BAPP launched a program for the development of local philanthropy in 2000. Since 2001
BAPP has been supporting the Kaunas NGO Support Centre, which acts as a national support
organization for community foundations and future philanthropic organizations in the
country. The Centre was established in 1997 as a resource center for Kaunas Region NGOs.
In 2000, promotion of philanthropy became one of its major programs.

Structure and organization

The BAPP is a grantmaking organization and does not provide direct technical support for the
community foundations. Rather, it is Kaunas NGO Support Centre, which acts as the support
organization for community foundations in Lithuania. The Centre has been BAPP’s partner
organization within the pan-Baltic program on participatory planning and community
philanthropy. It provides technical assistance on a wide range of issues to the established
community foundations, and also consults other organizations and individuals regarding
development, fundraising, etc. The Centre has been financially supported by the BAPP on an
annual basis for the administrative costs of services provided for community foundations and
for study visits, community foundation meetings and seminars, etc.

Recent accomplishments

The BAPP provides institutional development grants to nearly all community foundations on
an annual basis. BAPP’s programs in the area of improvement of NGO external environment
(eg legal developments and amendments, awareness building) will benefit all NGOs,
including community foundations. BAPP’s long-term strategies are aimed at the development
of a philanthropic culture and the promotion of more systematic and transparent giving by
corporates.

At BAPP’s initiative research was launched and recently published on the philanthropic
tendencies of businesses in Lithuania. The survey shows that nearly 50% of Lithuanian
companies have at least once provided support or made donations. The major reasons for
giving are: willingness to help, building the image of a company, and pursuing the current
tradition of giving. The largest group of beneficiaries are socially disadvantaged — children,
the elderly, disabled and the poor, followed by sports activities and education. The survey
also found that two thirds of businesses gave money, followed by in-kind support (donation of
company producs and services). Giving is expected to grow in the next years, not necessarily
in terms of number of donors but in terms of amounts.
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BAPP had a successful program in 2004 to match local government giving. It saw community
foundations offering their fundraising skills to other NGOs and NGOs putting these skills into
practice, and saw increased interest in and knowledge of the community foundation concept
through meetings between NGOs nationwide and the staff and boards of community
foundations.

The Centre organized two interesting and valuable seminars for community foundations in
2004: one of them was on endowment investment possibilities in Lithuania, and the other on
public relations. The Centre also arranged a few community foundation meetings aimed at
development of strategic planning, and evaluating recent accomplishments and future needs.

Current challenges/future developments

The main current goals for the Centre and BAPP are the promotion of indigenous
philanthropy and the building of relevant infrastructure, which would serve both NGOs
(including community foundations) and the donor community.

BAPP and Kaunas NGO Support Centre have supported grassroots community foundation
initiatives in larger cities or smaller towns or regions and are in touch with several NGOs
working towards promotion of the community foundation concept in new respective
geographic areas.

Several portals or websites have been created for NGOs and potential donors, whether they
are individuals or businesses, eg < www.aciujums.It > and < www.labdara-parama.lt >. An
NGO database has been under development to help potential donors as well. The Centre has
been reconsidering its own strategy and may experience some institutional reform in the
future.

Additional resources

Baltic-American Partnership Program-Lithuania: < www.bapp.osf.It >
Kaunas NGO Support Centre: < www.knopc.lt >

Correspondent: Birute Jatautaite, Baltic-American Partnership Program Lithuania
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NETHERLANDS

Community foundations

History

The concept of community foundations (“Gemeenschapsfondsen’) was first brought to the
attention of the Vrije Universiteit (VU) in the year 2000. The VU found the concept
interesting enough to try to introduce the concept in the Netherlands. A few interested
foundations, among others the Oranjefonds, provided financial support, and the project started
in September 2001. At present there are projects in 10 to 15 cities, all in different stages of
development. By March 2005, eight community foundations were officially established.

Current situation

The community foundations in the Netherlands are mainly in their starting phase. They are
working hard on developing their own mission and purpose.

There is a well-known system of foundations already in place in the Netherlands and a
perception that there is already much being done, which makes it difficult for community
foundations to make their case. However, the Community foundations offer additional service
through their orientation on local needs, which gives local donors and local charities
possibilities to join forces in order to improve the quality of life.

Complete list of community foundations

Number of community foundations formally established: 8

Additional community foundations at early stages of development: 6

Established:
Texelfonds, Texel 2004
Marcus van Eindhovenfonds, Eindhoven 2004
Maastrichtfonds, Maastricht 2004
Victoriefonds, Alkmaar 2004
Gemeenschapsfonds Goirle-Riel, Goirle Riel 2004
Bosch Gemeenschapsfonds, ‘s Hertogenbosch 2004
Gemeenschapsfonds Winterswijk, Winterswijk 2005
Gemeenschapsfonds Blaricum, Blaricum 2005

Early stage foundations:

Gemeenschapsfonds Schiedam, Schiedam
Gemeenschapsfonds Den Haag, ‘s Gravenhage
Stichting Gemeenschapsfonds Amstelveen, Amstelveen
Gemeenschapsfonds Zwolle, Zwolle
Gemeenschapsfonds Leiderdorp, Leiderdorp
Gemeenschapsfond Sittard, Sittard
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Community foundation staffing

The foundations are run primarily by volunteer staff. In some instances professionals have
been hired in order to get the foundations up and running.

Community foundation income

No community foundation has any relevant source of income yet — only start-up funding from
local companies.

The environment for charitable giving

Local attitudes

The Dutch have a well-established system of foundations, both endowed as well as
fundraising foundations. Many of the fundraising foundations operate in the field of nature,
health research and international aid. The endowed foundations traditionally operate in the
field of culture and social care. Many of these endowed foundations go back to the sixteenth
century and have hardly changed in the way they operate.

The local philanthropic situation is now changing by the introduction of the community
foundations. The few locally orientated foundations see the new wave in community
foundations as a perfect opportunity to increase their own positions through cooperation and
active attitude towards civil society.

Legal and tax environment

All foundations can apply for a special tax status as regulated by article 24 of the inheritance
tax law. This means that they provide a statement that they operate for the public good in
general. If a foundation has this special status, the foundation has to pay only 8% instead of
52% on gifts, donations and legacies it receives.”

Obstacles to giving can be found in the function of government. Government is beginning to
cut back public expenditure and there are people who do not want to see individual giving as
a substitute for state provision.

Changing attitudes and the national or regional environment

There is more acceptance of local giving in the Netherlands. For a few years, there was hardly
any possibility to donate for local purposes. The introduction of community foundations has
given local philanthropy a boost by providing more options for donors and grantseekers to
give and obtain local support.

Current challenges and future developments

e Work on the image of foundations and their specific local orientation

e Work on the relevance of the foundations in the local society

e Spread information on the fields of interest and obtaining financial support from
individuals and entrepreneurs

Worldwide Initiatives for Grantmaker Support Page 107



2005 Community Foundation Global Status Report Part 11: Country Profiles

Support Organizations

History and purpose

The main support is given by the Vrije Universiteit in Amsterdam through their experimental
work on introducing the community foundation concept in the Netherlands.

With the end of the Vrije Universiteit project, a national network is planned called “Platform
Gemeenschapsfondsen”, with a website < www.Gemeenschapsfondsen.nl > that will become
operational in June 2005.

Structure and organization

The Platform Gemeenschapsfondsen is under development. It will be structured as network
and will be hosted by a private company. It will have a voluntary staff for daily operations
and an advisory committee with representatives of local government, science and
entrepreneurs.

Current challenges/future developments

e Work on and guard the relevance of the foundations in society
e Setting up an information and knowledge network
e  Start training workshops

Correspondent: Corine van der Jagt, Platform Gemeenschapsfondsen
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POLAND

Community foundations

History

The Community Foundations Development Program was the first program initiated by the
Academy for the Development of Philanthropy (ADPP) in Poland. A feasibility study on
establishing community foundations in Poland was prepared in 1998 by the Policy & Action
Group and the Institute of Public Affairs prior to launching the program. The next steps in the
process were intensive training sessions by American and Polish experts, and study visits to
the USA and the UK.

ADPP began working with Polish communities in 1998, which resulted in the first community
foundations being established in Poland by local leaders, donors and local authorities’
representatives. The first two community foundations were set up in 1998 in Bystrzyca
Ktodzka and Lidzbark Warminski. Another ten were founded in 1999-2000.

The National Community Foundations Network (NCFN) was established in 2001, bringing
together the first twelve community foundations. At the end of 2001, ADPP began working
with five new communities where the next community foundations were formed. The
program of assistance addressed to these organizations was based on the experience of the
“mature” community foundations. In 2003 the decision was made to include four further
coalitions, which were participants of the Initiatives Factory — Youth Funds Program (another
ADPP program). At the end of 2003 one more initiative group was selected, which took the
first steps towards building a community foundation with the Academy’s help. In 2004 the
Academy worked with 22 community foundations from all over the country.

Current situation

At present 21 community foundations exist in Poland (the initiative group selected at the end
of 2003 has withdrawn from the program). They serve regions with over 3.5m residents —
almost 9% of the total population. In 2004, community foundations distributed 163 grants
amounting to 239,066 ztoty (4.53 ztoty = €1) and 788 scholarships for children and youth for
the amount of 603,590 ztoty. In January 2004, the twelve members of the Network launched a
joint program entitled “Different problems — one method — community foundations for local
communities”. The results of the activities undertaken include: diagnoses of local problems,
establishing new designated funds operated by the NCFN members with endowments of at
least 5,000 ztoty each; and promotion of the community foundation concept.

Community foundations conduct both grant and scholarship programs. They offer financial
aid mainly to secondary and high school students. Their grant programs are addressed to local
NGOs, as well as to schools and local informal groups. Some community foundations run
their own initiatives that are implemented locally, primarily for two reasons: on the one hand
there are no other organizations or institutions in the community that could implement these
tasks and satisfy the particular needs. On the other hand this is one of the possibilities for the
organizations to gain funding for their operational costs. The community foundations,
however, also organize local grant contests in order to distribute funds awarded by national
and international organizations, such as the Polish-American Freedom Foundation.

The rate of community foundation formation is stagnant.
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Complete list of community foundations

Number of community foundations formally established: 21
Additional community foundations at early stages of development: 0

Of the 21 community foundations, twelve are members of the NCFN, while nine remain
candidates until they meet the criteria (eg minimum capital endowment of 100,000 zioty).

Twelve national community network association members:

Community Foundation of the Elblag Region (Fundusz Lokalny Regionu Elblaskiego), Elblag 1999

Association for the Local Development and Philanthropy (Stowarzyszenie Rozwoju Lokalnego 1999
i Filantropii), Kielce

Community Foundation of the Year 2000 in Tomaszéw Mazowiecki (Lokalny Fundusz Roku 1999
2000 w Tomaszowie Mazowieckim), Tomaszoéw Mazowiecki

The “TOGETHER?” Philanthropic Association (Stowarzyszenie Dobroczynne RAZEM), Zeléw 1999

Community Foundation of the Bilgoraj Region (Fundusz Lokalny Ziemi Bilgorajskiej), 1999
Bitgoraj

The Snow Mountain Community Foundation (Fundusz Lokalny Masywu Snieznika), Stara 1998
Bystrzyca

The Nidzica Community Foundation (Nidzicki Fundusz Lokalny), Nidzica 1999

The Podkarpacie Region Community Foundation in Rzesz6w (Stowarzyszenie na rzecz 1999
Fundacji Rozwoju Spotecznego w Rzeszowie), Rzeszow

The Lezajsk Community Foundation (Fundusz Lokalny Powiatu Lezajskiego), Lezajsk 1999

The Sokdtka Community Foundation (Sokolski Fundusz Lokalny), Sokétka 1999

The Racibérz Community Foundation (Raciborski Fundusz Lokalny), Racibérz 2000

The “On-the-Symsarna” Social Development Foundation (Fundacja Rozwoju Spotecznego 1998

“Nad Symsarna”), Lidzbark Warminski

Nine candidates to become members of the NCFN:

The RAMZA Community Foundation (Fundusz Lokalny RAMZA), Czerwionka-Leszczyny 2002
The Gotdap Community Foundation (Stowarzyszenie “Gotdapski Fundusz Lokalny”), Gotdap 2001
The Local Philanthropic Foundation PROJECT (Lokalna Fundacja Filantropijna “PROJEKT”), 2002
Kwidzyn
Association “Center for Pastek’s Economic Development”- Northern Community Foundation 2001
(Stowarzyszenie “Centrum Rozwoju Ekonomicznego Pasteka” — Pétnocny Fundusz
Lokalny), Pastek
Szczecinek Center of Social Initiatives — Social Capital for the Future (Stowarzyszenie 2001
Szczecineckie Centrum Inicjatyw Spotecznych — Fundusz Loaklny Miasta Szczecinek
“Spoteczny Kapitat Przysztosci™), Szczecinek
Community Foundation of the Bialobrzegi Region (“Koalicja dla Mtodych” Fundusz Lokalny
Ziemi Biatobrzeskiej), Biatobrzgi
Community Foundation of the Ptock Region “Youth Together” (Fundusz Lokalny Ziemi
Ptockiej “Mtodzi Razem”), Ptock
“Youth Fund — Vehicle” (Fundacja ,,Fundusz Mtodych — Wehikut”), Zyrardow
The ARK Youth Center Association (Stowarzyszenie Centrum Mtodziezy ARKA — Koalicja
Budowania Swiata na Tak), Radom

Community foundation staffing

Most community foundations have paid staff, usually two people: a coordinator/director and a
bookkeeper. Thanks to the financial aid offered by the Academy, community foundations are
able to hire paid staff at an early stage of their development. Community foundations involve
volunteers in their work, eg students (for administrative and program assistance, fundraising),
and experts in program activities and finance. All board and committee members are
community foundations volunteers. In practice, the work of all 21 community foundations is
based on the involvement of both paid staff and volunteers.
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Community foundation income

Donor category

The percentage breakdown presented below is a general estimate:

national foundations 45%
corporations 15%
local government grants 15%
local foundations 10%
international foundations 5%
individual donors 5%
charity balls/open events 3%
others 2%

Important donors for Polish community foundations are local authorities in municipalities and
counties. In terms of the number of payments, businesses and local authorities are the two
most frequent donors. In terms of the value of payments, the local authorities slightly lead
others. Individual donors provide for a relatively small input. Other local organizations are
significant donors, as they usually incubate community foundations by supporting their
administrative costs. Community foundations receive practically no funding from the national
government.

Purposes

Most community foundations have received funds to run specific programs (eg addressed to
youth or targeted at local development). Almost all of the 21 organizations were awarded
financial assistance towards their operating costs on a competitive basis through an ADPP
matching funds program.

The nine community foundations which are candidates to become Network members have
also received financial support for unrestricted grants. In addition the nine community
foundations have an opportunity to receive support to build endowment (see below).

Permanent funds/sustainability

Only twelve community foundations have collected enough money to build a significant
capital endowment in order to ensure their sustainability. Building endowments is problematic
because donors are more willing to support programs with tangible results. As a result, the
majority of community foundations focus on running their operational programs.

The Academy provides incentives for the more recently established community foundations
to build their endowments by two programs:

o Over five years, the four Youth Funds which participate in the Initiative Factory
Program are annually offered the sum of 20,000 ztoty (US$6,250) for their
endowments if they spend at least the same amount on grant programs in that year.
Within five years this may help them build endowment of at least 100,000 ztoty
(US$31,250).

e Within its Local Philanthropy Program, ADPP has 230,000 ztoty to contribute on a
matching basis to the endowments of the other newly established community
foundations (excluding the Youth Funds). The deadline for the community
foundations to collect the funds was extended to enable them to benefit from the 1%
mechanism described below.
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The environment for charitable giving

Local attitudes

Local philanthropy has developed in recent years. There are many examples of corporate
community involvement. However, philanthropic awareness is not yet common. As tangible
examples of local philanthropy, community foundations play an important role in spreading
the idea and in changing attitudes. The major obstacles to giving stem from the deteriorating
economic situation: Poland’s growth rate has dropped significantly compared to the first years
after 1989. Also, potential donors prefer to see tangible results of the money spent on charity
and they do not fully understand the idea of building capital endowment. Moreover, Poland
must rebuild its philanthropic tradition.

Polish community foundations have undertaken various initiatives to overcome these
obstacles. They organize interesting public events which serve to evoke local philanthropic
traditions. Such events are a good opportunity to promote philanthropic attitudes. The
community foundations want to promote the concept of individual tax deductions, the 1%
mechanism (see next paragraph), and the idea of organising annual Benefactor of the Year
contests to reward their best donors.

Legal and tax environment

In Poland, there is no specific law applying to community foundations. Community
foundations, like other Polish NGOs, operate on the basis of laws on associations and laws on
foundations. Therefore, community foundations must work hard to distinguish themselves
from other philanthropic organizations operating in their region.

Polish law provides some tax privileges for NGOs and for individual and corporate donors
supporting activities that have public benefit. Tax laws governing tax deductibility for
individuals have changed twice in recent years. In 2003 the maximum deductible amount was
reduced to 350 ztoty a year. At that time community foundations had every reason to fear that
their income from individuals would significantly decrease. In 2004, however, new
regulations were introduced: beginning in 2005 individual donors can deduct from taxes
donations up to 6% of their annual income. Community foundations hope that this new
regulation will positively influence the income they receive from individuals. Moreover,
regulations introduced in 2004 offer tax exemption for foundations, including community
foundations, investing their endowment funds. Community foundations consider this a
significant change, as the possibilities for investing financial resources are no longer limited.

In 2004 the government established a new mechanism for charitable donations. It offers
individuals the opportunity to donate 1% of the personal income tax they have paid to one or
more organizations formally identified as providing public benefit.

Changing attitudes and the national or regional environment

The 1% mechanism promises to create a more supportive environment for philanthropy. The
Academy is running a nationwide social campaign to
o inform the public about the legal regulations concerning the 1% personal income tax
donations for public benefit organizations, and to
e convince taxpayers that their decisions can influence the development of social
activity and promote the image of public benefit organizations as credible recipients
of financial support.
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The campaign is strictly informational and educational in character, and will be conducted for
the benefit of the entire NGO sector. It does not aim at fundraising for any specific program
or institution, such as the Academy or its partners.

In addition to the national campaign, community foundations run their own individual
campaigns to collect funds from local taxpayers.

Examples of community foundation activity

Charity ball. Nidzica is a small town 160 km from Warsaw, which received its city rights in
1381. It is home to the Nidzica Community Foundation, which was founded in 1999 by a
group of 17 residents. It covers four communes (Nidzica, Janowiec Koscielny, Janowo and
Koztowo) with 40,000 residents.

The most distinctive activity of the community foundation is its annual charity ball featuring
renowned singers, popular television hosts, actors or bands. The balls create bonds with
donors, stimulate the fashion for making donations, and attract the media. There are prize
draws and auctions of art works made by local artists. Town mayors and even voivodes
(chiefs of the local representation of central government) have been patrons of the balls.
During the ball, the community foundation presents its grant programs to donors and funds
are raised for specific purposes. The Nidzica Community Foundation ball has become more
popular than the town’s (commercial) New Year’s Eve ball. First organized in 1999, in the
last two years each ball raised over 30,000 ztoty.

The community foundation is spreading the idea of organising charity balls among new
community foundations and has organized a training session to share its experience and useful
tips on organising similar events.

Collaboration. The NCFN prepared a joint application to the PHARE Access Program and
received a grant for pilot activities in seven Polish towns between September 2002 and
September 2003. The project “Be a partner — give a chance” conducted surveys in each of the
seven communities in order to diagnose local problems and create a map of possible
solutions. In addition, it focused on creating local coalitions which would prepare and
introduce specific operational programs. The results of the project were presented during a
conference. It was the first independent project prepared and implemented by the Network.

The success of this project led the twelve members of the Network to launch another joint
program in January 2004. This project, “Different problems — one method — community
foundations for local communities” is described above.

Programming. In 2004 the Academy enlisted the support of Polska Telefonia Cyfrowa, one
of three mobile operators in Poland. With funding from the corporation the community
foundations were able to implement a new grant program addressing the needs of young
people. The Aptitude Laboratory Program enabled community foundations to create an
effective method of preparing young people to enter adulthood by building attitudes necessary
to succeed in the labor market. Young people apply for and receive money to implement
projects of their own design. They learn to compete fairly, understand procedures, complete
grant application forms, and plan, and through the projects they acquire the ability to work in
groups, solve problems, and communicate — skills required by today’s employers. The
underlying principle of the program is that learning through activity is the best method of
educating people.

The Academy conducted a grant competition among community foundations to motivate local
donors and to involve local communities by requiring matching funds equal to the value of
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the donor’s support. Two competitions each selected ten community foundations to
participate and to create Aptitude Laboratories. These foundations held grant competitions for
youth groups and co-financed 419 projects, totaling over 622,000 zioty.

Current challenges and future developments

e Local communities need to put more effort into building sustainable relationships
with local donors (especially corporate ones) in order to develop their capital
endowments and their programs. They should promote fundraising ideas such as
payroll giving. They could also encourage corporations to develop their own ideas for
grant programs which would be run by community foundations.

e Institutional development of the NCFN is of great importance. It needs to formalize
itself by registering as a legal entity. The Network’s members should continue to
apply jointly for projects and for Network infrastructure.

e In 2004 only a few community foundations had achieved public benefit status. All
community foundations need to complete the necessary registration procedures in
order to benefit from the 1% mechanism.

o Community foundations need to develop interesting annual fundraising events, which
could become local traditions for the foundations. This is the best way to attract
individual donors in Poland.

o In future, community foundations can become one of the main philanthropy
institutions at local level, and a strong partner for other public institutions and
employers’ organizations nationally.

International links

Representatives of two community foundations are members of the Transatlantic Community
Foundation Network (TCFN). The year 2004 was especially important for Polish community
foundations, as the annual TCFN plenary meeting was held in Warsaw. The meeting aimed to
promote community foundations worldwide, and was attended by leaders of 55 eminent
organizations from Europe and both Americas. One day of the meeting was devoted to giving
this international audience information on the development and achievements of community
foundations in Poland and on the Polish legal and governmental context.

Polish community foundations cooperate occasionally with foreign initiatives. They host
study visits for groups looking to set up community foundations in their regions, mainly in
eastern parts of Europe.

Some community foundations are TCFF members. Thanks to this international exchange
program, its representatives were able to enlist new foreign donors when American visitors
and hosts became donors, some of them now on an annual basis.

A few community foundations participate in the program of the Polish Children & Youth
Foundation. “Klub-net” is a three-year program carried out jointly with partner foundations of
the Czech Republic and Germany, with the financial support and advice from the Robert
Bosch Foundation.
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Support Organizations

History and purpose

Poland has an active community foundation movement, which received its initial impetus
from the Community Foundations Development Program, the first program organized and
managed by the Academy for the Development of Philanthropy in Poland (ADPP). Beginning
in 1998, through a combination of technical assistance and a challenge grant program, ADPP
was able to facilitate the formation of the first 12 community foundations in Poland. These
organizations established the National Community Foundation Network (NCFN) in 2001.
Currently, there are 21 established community foundations.

The Academy supports the creation and development of community foundations by:
e training and advisory assistance;

e manuals;
e presentations on the concept of local philanthropic organizations, cooperation with
donors;

e document templates: internal statutes, operating rules for Advisory Committees,
boards, organizational support procedures, legal expertise;

o expert assistance from lawyers, leaders of American community foundations;
distributing information through the electronic bulletin “Kurier Emaliowy™;

o financial assistance (support given to community foundations in the form of matching
funds); in this way the Academy co-financed grant and scholarship programs of
community foundations, capital endowments, and current expenses of organizations;

o networking through regular meetings of community foundation leaders, exchange of
experience, help in developing operating standards; and

e promotion: publications, information materials, brochures, providing new contacts,
cooperation with European, American and Canadian organizations.

The Academy is one of the founding members of the Donors’ Forum in Poland, the first
platform of cooperation between organizations supporting legal entities and individuals. Its
founders, including representatives of two community foundations, first met in 2002. The
Forum works on developing standards of quality and transparency for grantmaking and on the
criteria for proper accounting procedures for beneficiaries. It takes part in monitoring
legislative changes concerning non-for-profit activity. The Forum’s Representatives
successfully lobbied the government to withdraw its proposals of imposing taxes on
endowment funds and all income received by NGOs.

Structure and organization

The Academy for the Development of Philanthropy in Poland is an independent association.
The Local Philanthropy Development Program, which is aimed at supporting the existing
community foundations and their network, is only one of the several programs it runs. The
organization has paid staff including program coordinators, financial and administrative staff.
Altogether it employs 17 people, but it also involves volunteers and interns. ADPP is
supported mainly by institutional donors and a few corporate donors. The Polish American
Freedom Foundation provided 44% of the Academy’s income in 2004 and the Stefan Batory
Foundation 15%. Other donors include many foundations (including some based outside
Poland) and some individual and institutional donors.

Community foundations have the opportunity to benefit from other Academy programs:
o The Aptitude Laboratory: described above
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e Act Locally: through grants awarded within open grant competitions the Academy
helps to build active local communities, in which the residents jointly define their
problems and try solve them or ease their effects. In the fourth cycle of this Program
grants were made for the first time with the help of local organizations — mainly
community foundations. These local partners implement local grant competitions and
award donations to NGOs and citizens’ initiatives.

e Scholarship programs: there are several scholarship programs in which community
foundations can participate, such as one financed by the Charity Committee of Agora
(one of the biggest publishing houses in Poland) to assist secondary school students.

Recent accomplishments

The Academy

e contributed to the countrywide efforts to spread the community foundation concept
by supporting the organization of the third national conference of the NCFN.

e cooperated in drafting and publishing the first joint publication by the NCFN entitled
“Fundraiser’s handbook™.

o collaborated with the Educational Enterprise Foundation by nominating the
community foundations to participate in the Bridge Scholarship Program by giving
scholarships for a first year of study to selected, talented high-school leavers from
rural areas and small towns, in particular from the former large state-owned farms.

o offered all the newly established community foundations financial support for peer-
to-peer exchange visits to members of the NCFN.

e provided community foundations with a TV spot together with a manual entitled
“inspiration-activation. Grown-ups / Youth / Community programs”, presenting
methods of cooperation between young people and adults, including links to relevant
NGOs. The publication was based on a survey of the activities of youth groups and
NGOs targeted at young people. The Academy has studied over 1,500 projects
serving young people throughout Poland over the last four years.

o regularly distributes information on community foundation activities through the
electronic bulletin Kurier Emaliowy.

Current challenges/future developments

In the years to come the Academy will slowly withdraw from supporting the community
foundations financially and will focus on promotion of the community foundation concept.
Moreover, it will try to serve as a communications platform between the Polish community
foundations and community foundations and initiatives abroad. The Academy will apply to
Trust for Civil Society in Central & Eastern Europe for funding to give the newly established
community foundations opportunities to visit and learn from the experience of community
foundations in the Czech Republic and Slovakia.

The Academy wants to take advantage of its cooperation with local grantmaking
organizations, which were selected to participate in the Act Locally Program, to advance the
community foundation movement in Poland. Within the framework of the program, the local
grantmaking organizations undergo training sessions focused on different aspects of
organizing local grant contests. The Academy plans to present these experienced
organizations with the community foundation concept and encourage them to establish and
develop these sustainable organizations.

Correspondent: llwona Olkowicz, Academy for the Development of Philanthropy in Poland
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RUSSIA

Community foundations

History

The community foundation concept was brought to Russia by CAF in 1995. The first
community foundation was registered in 1998 in the city of Togliatti and it has become the
model for the community foundation movement in Russia. Following the success of Togliatti,
community foundations were established in Tyumen and Kaluga in 1999.

As a rule community foundations have received significant support for start-up from local
companies and this has ensured their legal independence from the state. The first community
foundations were developed under adverse conditions including a devastating financial crisis,
political chaos and economic uncertainty. Attitudes toward the NGO sector in the early post-
Perestroika years were negative. When legislation provided tax advantages for humanitarian
and charitable activities, many foundations used the fiscal privileges for commercial
purposes. As a result the term “charitable foundation” became a synonym for “corruption”. In
2002 all tax advantages were cancelled. Nevertheless, the community foundation concept
proved to be viable and adaptable in a market economy under varied, and sometimes harsh,
socio-economic conditions.

The first Russian community foundations sought to cooperate with local large and medium-
sized corporations in their corporate citizenship programs. In Soviet times, companies were
burdened with sustaining the local social infrastructure, and in the emerging market economy
they started looking for new ways for community involvement. At the same time, due to
negative social attitudes towards newly rich people, individuals preferred to hide their
personal wealth and to carry out their charitable activities on behalf of their companies.

In the early years of development the main challenge for community foundations was to gain
the trust of the community. As a result they started using open and transparent procedures for
selecting grant recipients and for fund distribution. They also introduced a trilateral principle
of board formation, bringing together representatives from government, business and NGOs.
This aspect of community foundation governance is especially important to their success, as
Russian society has traditionally been divided into sectors, marked by mutual suspicion and
distrust. By carefully balancing community interests, community foundations proved their
effectiveness and now are rapidly increasing their funding base.

Current situation

Community foundations cover about 10% of the Russian population, but the coverage is
steadily growing. The success of the first foundations and promotional efforts by CAF,
Togliatti Community Foundation and the recently established Community Foundation
Partnership (the association of Russian community foundations) have raised the visibility of
the community foundation concept throughout the country and attracted interest from national
businesses and governmental structures. It is expected that at least ten new community
foundations will be registered in 2005.

In 2004 Russian community foundations increased their efforts to introduce new forms of
donor services, such as family foundation management, employee giving, and thematic and
designated funds. The two latter types of funds are becoming increasingly popular with the
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more advanced community foundations, because most major donors prefer giving to concrete
causes and see contributions to general grantmaking as limiting their impact. Community
foundations have gained sufficient trust within their communities that they do not need to
prove their credibility, which once came through the competitive distribution of funds. As a
result, donors give through community foundations to their causes about which they care
most.

Complete list of community foundations

Number of community foundations formally established: 19
Additional “initiative groups” at early stages of development: 10
Togliatti Community Foundation 1998
Tchaikovski Community Foundation 1999
Tyumen Community Foundation 1999
Community Foundation “Development”, Rubtsovsk 2000
Community Foundation “Moscow Charity Reserve” 2000
Community Foundation “Road Home”, Zhigulevsk 2000
Community Foundation “Soglassie”, Blagoveschensk 2000
Kaluga Community Foundation 2000
Novocherkassk Community Foundation 2000
Obninsk Community Foundation 2000
Community Foundation “Pervouralsk XXI” 2001
Rostov-on-Don Community Foundation 2001
Saratov Regional Community Foundation 2001
Community Foundation “Civil Unity”, Penza 2002
Nerekhta Community Foundation 2002
Angarsk Community Foundation 2004
Community Foundation “The Partnership Board”, Nizhniy Novgorod 2004
Kaliningrad Community Foundation 2004
Baikal Community Foundation, Ulan-Ude, Buratia 2005

Initiative groups in:
Perm oblast
Adygeya republic
Astrakhan oblast
Kamensk-Uralski (Sverdlovsk oblast)
Shelekhov (Irkutsk oblast)
Segezha (Karelia Republic)
Barnaul (Altai Krai)
A number of initiatives in Russian Far East

Community foundation staffing

Most Russian community foundations began with part-time volunteer staff. However, the
community foundations in Russia that initially positioned themselves as professional service
organizations required paid executive staff, especially in financial management. Most
community foundations get funding for their administrative costs from international grants
and from fees for services such as the management of corporate citizenship programs.
Currently, up to 70% of Russian community foundations rely on paid staff.

The community foundation board members are always volunteers, and they usually comprise
the community elite.
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Community foundation income

Donor category

Income breakdown by donor of the five largest Russian community foundations in 2004:

In Rubels Percent
(RUB36=£1)
Government 943,517 2%
Individuals 617,588 1%
Companies 47,573,643 86%
Endowment interest 1,369,534 2%
Fundraising events 306,545 1%
International grants 4,680,604 8%
Purposes

In Rubels Percent
Unrestricted grants 7,562,430 13%
Designated flow- 38,127,978 63%
through grants
Projects (non- 3,475,426 6%
grantmaking activities)
Administration 3,845,846 6%
Endowment 7,240,000 12%

Support from companies still is still the greatest source of income, but recent growth of
individual giving and endowment interest is noteworthy. Most donors increasingly prefer
investing in designated or donor-advised funds rather than an unrestricted grant pool. This
tendency is becoming apparent with the growing maturity of community foundations.

Permanent funds/sustainability

At the moment four community foundations (Togliatti, Tyumen, Tchaikovski and
Pervouralsk) are actively building endowments.

The environment for charitable giving

Local attitudes

Developments in Russia last year resulted in a changed political environment for civil society
that provided both constraints and opportunities for nonprofit organizations.

Government pressure on business, media and international institutions makes independent
thinking rather challenging. Regional leaders, who soon will be appointed by the President’s
Administration rather than elected by popular vote, will focus on establishing good relations
with federal authorities rather than reaching out to their electoral constituency, and
communities may find themselves in an uncertain environment.

On the other hand, business leaders, under pressure from the authorities, are increasingly
seeking partnerships with civil society institutions to gain community support and better
relations with the authorities, and this in turn is strengthening civil society. Last year Togliatti
Community Foundation received no endowment funding because local tax authorities
questioned the tax benefits provided by regional legislation. The Foundation organized a
meeting between tax inspectors and their trustees, which opened new opportunities for the
foundation and businesses.
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The foundations which have involved their community elite have yielded the most tangible
results, especially in smaller communities, such as Pervouralsk and Rubtsovsk (Altai Krai,
Siberia) where creative PR events attracted the main local business leaders and authorities,
and led to greater credibility and more donor-advised funds to manage.

National companies increasingly recognize the importance of community foundations. For
example, CAF Russia has started a project with SUAL Aluminum Company to establish
community foundations in three pilot areas.

Legal and tax environment

Legal and tax incentives are limited in Russia. Samara oblast is the only region that provides
tax breaks for charitable activities in its territory. The incentive is given only to companies
(4% discount from tax on profits, when companies give over 7% of their net profit) and is of
interest only for medium-sized financial institutions providing funds to endowment.

The lack of incentives is not the main constraint for community foundations, as endowment
funds are still not a generally accepted tool, and most donations are provided on a flow-
through basis. Even worse is the vagueness of fiscal legislation and the general
unpredictability of the tax authorities’ actions, which results in a bad fiscal environment.

Changing attitudes and the national or regional environment

A more supportive environment for community foundation development needs:
e aclearer and more stable fiscal environment
e better visibility of the community foundation concept
e more success stories
o fiscal incentives for charitable activities

Russian community foundations are involved in the legislative processes at the regional level,
and CAF Russia is active nationally, working with federal fiscal authorities and major private
and corporate donors to promote the values of philanthropy and design new donor services.

Examples of community foundation activity

Rubtsovsk Community Foundation

The city of Rubtsovsk (population 200,000) is in Western Siberia on the border with
Kazakhstan, close to the Semipalatinsk nuclear test area. Rubtsovsk is a community with
harsh socio-economic conditions. The city was well off in Soviet times when it had well-
developed military and machinery production industries, but was badly affected by the
instability of the post-Perestroika transition. Large enterprises that used to produce tanks and
tractors went bankrupt. Local business activity is concentrated now on a few small to
medium-sized companies. There is only one bank in the city, state-owned, so there is almost
no commercial credit for small businesses. At the same time, there is a university that has a
high reputation.

Rubtsovsk Community Foundation was established in 2001, but it took two years to work out
the right management and its niche in the community. The situation changed when the former
PR manager of one of the local drugstore chains became the CEO. She realized that in her
community she could attract local donors by running creative PR events that involved both
business and the administration and consolidated links with the local elite. Most business and
government leaders of the community have joined the foundation’s board, which is currently
chaired by the university rector.
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Creativity is the main characteristic of the foundation. The community foundation director has
found and implemented many new ideas for how to work with donors. For the last two years
the foundation has put on a large number of different kinds of events, not only the traditional
charity balls and ceremonies for grant awards, but also charitable performances in which all
the parts were played by various community leaders (business owners and managers, officials,
university professors): local people queued to buy tickets. In 2004 the Foundation was
appointed by the local authorities to be the focal point and financial base for organizing “The
Day of the City” celebration that brought the foundation to a new level of recognition within
the community.

As a result Rubtsovsk Community Foundation raised €40,000 in 2004, a considerable result
for a charitable foundation in a small city in Russia. The key to success of the foundation is
that it manages to show to local donors that charitable giving can be fun and something
everyone would like to be a part of.

Endowment strategies of Russian community foundations

In 2005 four Russian community foundations — in Togliatti, Pervouralsk, Tyumen and
Tchaikovski — started building endowment and applied to CAF Russia’s Challenge Grant
program for endowment development.

Togliatti Community Foundation is the first and the largest Russian community foundation
and its current endowment already exceeds €1m. Their endowment building was facilitated
primarily by specific fiscal regulations in Samara oblast (described above). This scheme is
attractive to local medium-sized banks which do not have huge profits. They sign a 25-year
deposit agreement with the community foundation which confirms that the donations will be
invested in the bank for the long term and that interest will be used only for grantmaking and
administrative costs. The scheme is transparent and open for tax authorities, which ensures
trust and sustainable relationships.

Pervouralsk Community Foundation cannot rely on any tax incentives, but all the major local
enterprises agree to provide fixed donations annually. The community foundation estimates
that it needs around US$20,000 a year for its unrestricted grant pool and anything over that
amount is put into long-term bank deposits.

Tyumen Community Foundation invests in real estate assets and soon will have its own
premises and property that can be rented out to ensure extra income.

Tchaikovski Community Foundation’s endowment takes the form of a credit union based on
funds from local businesses and providing loans to small, local enterprises. Using endowed
funds in this way may seem more risky, but ensures a faster return on investment and, what is
more important, the credit union meets the great demand for short-term financial resources in
the community.

The fact that community foundations in Russia establish endowments even without tax
incentives shows that communities understand the benefits of long-term assets, which provide
for long-term stability.

Youth Banks

Like other community foundations around the world, Togliatti, Tchaikovski and Kaliningrad
have established Youth Banks, offering young people the opportunity to make decisions on
funding youth initiatives. This helps to motivate young people to care about their
community’s social issues, catalyses their activity, and provides them with knowledge and
practical experience in designing and implementing social projects.

Worldwide Initiatives for Grantmaker Support Page 121



2005 Community Foundation Global Status Report Part 11: Country Profiles

Participation in Youth Banks also provides young people with career opportunities in partner
organizations of the community foundation, while making them a staff reserve for the
foundation itself. Youth Banks also provide great opportunities for international networking.

Current challenges and future developments

The main challenges for community foundations in Russia, as well as for the whole economy,
are the constantly changing business and fiscal environments. The Russian government is
becoming more centralized and less transparent. Recent social and economic changes, as well
as the cancellation of regional elections, are not encouraging for independent thinking and
initiative. As a result public optimism is currently at the lowest level since Perestroika.

In this situation community foundations are one of the few grassroots institutions, and their
mission under present circumstances is enhanced since they support community initiatives by
strengthening democracy in the country from the bottom up.

International links

The most significant international networking events of the year were the fifth Russian
Community Foundation Conference in Tyumen; the visit of a Mott Foundation delegation to
Moscow, Penza, Octyabrsk and Togliatti; and Community foundations: Symposium on a
global movement in Berlin that was attended by representatives of five Russian community
foundations: Tyumen, Kaliningrad, Pervouralsk, Novocherkassk, and Togliatti.

Support Organizations

History and purpose

Charities Aid Foundation Russia (CAF Russia) is the Russian office of the UK Charities
Aid Foundation (CAF). CAF Russia was opened in 1993 and since then has been devoted to
promoting the sustainable development of the nonprofit sector in Russia and increasing the
flow of resources to charitable programs.

Over the past ten years CAF Russia has built up a reputation among Russian NGOs as a key
service provider to the NGO sector, and has been a leader in the development of private and
corporate philanthropy. It has developed partnerships for the implementation of corporate
community involvement programs with over 20 leading Russian and international companies;
and has regular contact with a network of 40 NGO support centers across Russia. Almost all
of its work is based in the regions of Russia. Its research component puts it in an excellent
position to evaluate the needs and priorities of nonprofit and charitable organizations.

Since 1995 CAF Russia has been actively developing the community foundation model in
Russia. Beginning in1999 CAF Russia received financial support from the Mott Foundation
to assist existing community foundations and to start up new ones. Currently CAF Russia
supports a network of community foundations. A program being administered by CAF Russia
aims through challenge grants to support the institutional development of community
foundations and encourage them to raise funds for endowment to ensure their sustainability,
the ultimate financial goal. CAF Russia funds national community foundation conferences
and publishes “Soobschestvo” (“Community”) bulletin as an annex to its own “Money and
Charity” magazine (three issues in 2004 were distributed free to community foundations).
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The Community Foundation Partnership, the association of community foundations, was
established in 2003. It serves community foundations in Russia and CIS. The Partnership is
not a legal entity and is based on multilateral agreements. Its mission is to ensure the
development of community foundations in Russia through support of the network and
promotion of the community foundation concept nationally. A different chair is appointed
each year and the Partnership’s resources are managed by Togliatti Community Foundation.

In 2005 the Community Foundation Partnership received a three-year grant from the Ford
Foundation. The goal of the grant is to facilitate the CF concept promotion around Russia,
support initiative groups developing community foundations with consulting and
methodological services, train the staff of existing community foundations on various aspects
of community foundation activities. The program is anticipated to result with the
establishment of the legal entity that will serve as a resource organization for Russian
community foundations and initiative groups.

In addition to the national organizations, there are additional support organizations that
provide networking and support services on the regional level. One example is the regional
Siberian Civic Initiatives Support Center which provides services to, among other civil
society organizations, also the Tyumen Community Foundation.

Structure and organization

CAF Russia has 55 staff and varying numbers of volunteers. The organization includes:

o the grantmaking team

o the development team which implements various projects aimed at the development
of corporate social responsibility, corporate and family philanthropy, and publishes
the magazine “Money and Charity”

o the consulting department that runs the development of community foundations and
other projects on community development, including the one funded by the World
Bank

o the NGO School that provides training and free consulting services to Russian
voluntary organizations

o the legal department that implements programs to improve legislative framework for
philanthropy and charity in Russia

o the financial and administrative department.

Seventy percent of CAF Russia’s budget comes from Russian corporate and private donors.
The rest is raised from international foundations and agencies. About 2% of the budget comes
from CAF UK to cover core office costs. The community foundation development program is
funded by the Mott Foundation, the UK government’s department for international
development, the Baltic-American Partnership Fund, and YUKOS and SUAL companies.

Recent accomplishments

The role of CAF Russia in relationship to community foundation development continues to
evolve. It is now taking on more service roles and becoming the “servant-leader” for
community foundations.

With the help of other resources (eg Russian corporations and the Community Foundation
Partnership), CAF Russia provides consultancy and technical assistance to Russian
community foundations at their request and at CAF’s own initiative.
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CAF’s staff is always available to help with community foundations’ queries and requests and
to assist people interested in starting community foundations — through telephone support and
site visits. Help is also offered to initiatives in Ukraine and Belarus.

CAF Russia has started promoting to Russian community foundations the fundraising and PR
instruments it has developed, eg a model of employee giving.

CAF Russia continues to promote the program website < www.cafcf.ru >, the Russian part of
which has become popular with community foundations and those interested in the concept.
The English part of the website, which is still under construction, is also becoming a good
information source about Russian community foundations for the international community.

CAF Russia is publishing a new edition of a textbook on community foundation development,
prepared in cooperation with the Community Foundation Partnership, which took
responsibility for producing and collecting the case studies and articles.

Help was given to Russian community foundation staff to apply for and participate in the
2004 Community foundations Symposium in Berlin.

CAF Russia has also participated in a number of community foundation consulting projects in
the Baltic Republics, the Philippines, Thailand and Macedonia, at the request of international
organizations such as the Synergos Institute, the World Bank and Baltic-American
Partnership Fund.

Current challenges/future developments

The field of community philanthropy in Russia is developing at an increasing pace. In 2005-
06 CAF Russia plans to:

e provide a wide variety of assistance to Russian community foundations

e research and develop various forms of community philanthropy

e invest in resources to develop new and effective forms of community and private
philanthropy that can be shared with Russian community foundations, including

developing tools for private and family donations including assistance to Russian
high net worth individuals in establishing private and family foundations and
the management of private and family donor-advised funds

reaching out to professional advisors (investment consultants, lawyers, notaries),
to help them educate their clients about the benefits of structured and
professional philanthropy

sharing tools for employee and client giving developed by CAF Russia with
Russian community foundations.

e promoting the concept of community foundations with national corporations that seek
to structure their community involvement in the areas of their presence. The positive
outcome of the project with YUKOS Oil Company, which resulted in the
establishment of a community foundation in the city of Angarsk in January 2004,
creates more opportunities to enter agreements with other national companies.

Additional resources

Research of the Maecenata Institute, Berlin, on community foundations in Russia in German
and English: < www.maecenata.de/1500 publikationen/arbeitshefte/arbeit14.html >

Correspondent: Vadim Samorodov, CAF Russia
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SLOVAK REPUBLIC

Community foundations

History

The first community foundation in Slovakia was formed in Banska Bystrica in 1994, It
emerged from the “Healthy City Project” but, after a city parliament member got familiar
with the concept of community foundations in the United States, the project was transformed
into the first community foundation in Slovakia.

The next three community foundations were established in 1996 in Presov, Trencin and
Pezinok. The initiative in Presov immediately took the form of a foundation. However,
Trencin preferred a community fund attached to the local Trencin Informal Association
(working on identifying and solving local issues) and Pezinok developed initially as a civic
association. By 2002, they had both transformed into foundations.

The Open Society Fund (OSF) assisted the creation of these three foundations and gave
financial support by offering matching funds on a 2:1 basis to new community initiatives in
three cities if local government promised funding. For three years, OSF provided SKK
600,000 and local governments 300,000 in every city involved in the project (currently SKK
38 = £1).

It was an open issue whether the organizations would be able to involve their communities,
develop the skills needed to manage their activities and launch local fundraising, start public
relations and marketing activities, and provide donor education in a country where the
tradition of public giving is not deeply rooted. Even with external support, they would not
have been successful without the input of local activists in all three cities. They formed the
first boards of directors, core groups of volunteers, and provided the platform for
communication with local nonprofits, schools, media etc.

During 1996-2003, OSF also provided training, seminars and meetings, in addition to
funding. This effort was a catalyst in helping to anchor and develop the concept in Slovakia.

More community foundations were subsequently created and there are several initiatives to
establish new ones. The start-up situation differs now for the newer ones. The “older”
community foundations received funds from an international community of donors (especially
to cover operational costs), but these have now left. As it has been a difficult task to raise
funds to cover operations, the main challenge for emerging and existing community
foundations is to sustain operations without international help.

A new Foundation Law, which came into effect in 2001, introduced the notion of endowment.
To start up a foundation now it is necessary to have capital of about €5,000.

Current situation

By 2004, there were eleven community foundations in Slovakia; a twelfth is reported to have
been established in Kosice in 2004, the second largest city in the country. Ten are members of
the Association of Slovak Community Foundations and the remaining two are expected to
join the Association in the next few years. Information provided by members of the
Association indicates that community foundations cover now some 30% of Slovakia’s area.
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Despite the attraction of the community foundation concept for activists in many cities, the
rate of formation has been slow, largely because of the withdrawal from the country of
foreign funding, which used to play a very important role in launching and sustaining
community foundation operations on a short-term basis. It is much more difficult to raise
operational support from local sources than raising money for grantmaking. Therefore, most
of the emerging initiatives are based on a hybrid, local association form, working on their
own projects and encouraging giving from the public, while trying to accumulate money to
provide small grants for local activities. It is quite difficult to make any assumptions about the
number of new initiatives, as, when the international funders left, services supporting
databases, research and communications also disappeared.

Complete list of community foundations

Number of community foundations formally established: 12
Additional community foundations at early stages of development: 3

A list of members is available at < www.komunitnenadacie.sk >.

Healthy City Community Foundation, Banska Bystrica and Zvolen, 1994
Presov Community Foundation, 1996

Trencin Foundation, 1996 (registered as a foundation in 2000)

Revia Community Foundation, 1996 (registered as a foundation in 2001)
Velky Saris Community Foundation, 1998

Bratislava Community Foundation, 1998

Blue Torysa Community Foundation, 1998

Liptov Community Foundation, 1998 (registered as a foundation in 2003)
Nitra Community Foundation, 1998 (registered as a foundation in 2000)
Humenne Community Foundation, 1999

Bardejov Community Foundation, 2002

Kosice Community Foundation, 2004 (unconfirmed)

Community foundation staffing

All community foundations in Slovakia are run by paid staff. The average number of staff
members is two. The staff is in charge of everyday operations and supervision of tasks
performed by volunteers. Volunteers have a key role in the development of Slovak
community foundations, as the number of staff is limited by the size of operating budgets.

Members of boards of trustees and advisory committees are all volunteers. Other volunteers
help to implement projects and assist with office tasks such as mailing and copying.

Community foundation income

Donor category

In general, businesses are the most important donors, followed by local government and
individuals. National foundations provide the smallest share of income.

Purposes

In general, the purpose of funding varies with the type of donor. Thus:
e businesses: grantmaking funds for specific programs
o local governments: grantmaking, unrestricted, operating costs
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o individuals: specific grantmaking programs
o national foundations: operating costs

Permanent funds/sustainability

To support their sustainability, community foundations aim to build endowment and try to
create strategic partnerships with large potential donors in their own areas and nationally.
These donors are aware of the need to cover operational costs, and it is hoped that they will
eventually replace grants that used to come from international funding.

Donors are not yet well motivated to build permanent funds. Donors are not much inclined to
add to permanent assets, even if these assets form named funds in the endowment. As a result,
assets grow very slowly. Under the Foundation Law, once a foundation registers its
endowment at the Ministry of the Interior, its size cannot be reduced under any circumstances,
regardless of decisions made by the Board. Community foundations have to pay 19% tax on
all income. If endowment were free from this tax, it would be a great incentive to add some of
the reserve funds to it. Even so, endowment building is a part of development strategy of
Slovak community foundations.

The environment for charitable giving

Local attitudes

Attitudes at the local level may be characterized by several features:

¢ Insufficient understanding of philanthropic terminology: despite efforts to
translate terms into Slovak or using Slovak terms, the language of philanthropy is not
widely understood.

e Lack of a tradition of giving: people are used to national and local government
providing all services. This is not true anymore, even though citizens’ taxes have
increased. Many people do not understand why they should give more than their
taxes.

o People prefer to be a part of the crowd: this is a legacy from socialist education
when people were discouraged from “sticking out”. Many who form the productive
generation now (the potential donors) still unconsciously suffer from this influence.

o People generally connect giving to religious charity: many are still unfamiliar with
the difference between strategic giving (“joint investment into the community”) and
small donations in church or direct to charities. Many still prefer to donate larger
amounts to churches for general purposes rather than to community foundations or
local organizations, where they might see how their money is used.

Public attitudes have improved recently, due in part to the efforts of the Association, but it
will still take years to implant the notion of giving so it becomes an inherent part of Slovak
thinking. The economy is still weak, but people’s mindset represents the real obstacle.

Legal and tax environment

In 2004, Slovakia went through tax reform, which united consolidated a 19% rate on all
personal and corporate taxes and cancelled all tax incentives for giving for charitable
purposes, so donors no longer receive any tax advantage.

There is a 2% law through which any taxpayer, individuals and businesses, may assign 2% of
the income tax they have paid to an NGO. This is not encouraging new giving since it simply
switches some money from the state to an NGO, but people appreciate being given some
choice and an opportunity to support NGOs, which compete for the assignations.
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For foundations and NGOs, there are problems in this system. Donors stay anonymous, which
makes it impossible to thank them personally or in public. Furthermore, in some parts of the
country incomes and company profits are small, so the tax does not amount to much; some
companies avoid paying over their employees’ tax, so NGOs may never receive their assigned
share.

Changing attitudes and the national or regional environment

Possible steps to improve the environment are:
e Introduction of tax incentives
o More respect for NGOs from state authorities
e More support from the government for giving and voluntary activities, volunteers’
involvement into problem-solving on local as well as national level
e  Better promotion of outcomes of nonprofits’ work, their role and their value for the
society

Foundations, including community foundations, have tried to be active in encouraging change
but, as the tax reform has been introduced only very recently and is seen as one of the most
progressive reforms in the European Union, it is unlikely that the government will respond.
The Association has been asked to submit amendments to the Foundation Law, and has access
to government through a representative, who is a member of the Council of the Government
for Nonprofit Organizations.

Examples of community foundation activity

Bardejov Community Foundation is a typical example of the development of a newer
community foundation. It was created some three years ago by a group of activists who were
inspired by the nearby Presov Community Foundation and wished to develop the concept in
the town of Bardejov (population about 40,000). However, as most of the international
funding had left the country, the activists found themselves in a difficult position. They could
not afford to pay staff but fortunately a volunteer was willing to pursue the idea and start the
process of creating the foundation. Later on, the foundation raised a small grant from a
foreign donor and a large amount of money from individuals in the area and from local
government. After only two years, the Foundation has formed its local base of donors and
volunteers, and started grantmaking programs, as well as carrying out a number of its own
projects through which it intends to make itself better known to the public and help support
citizen initiatives in ways apart from financial support.

The collaboration of Slovak community foundations has so far brought two outstanding
initiatives to the country. It helped start donors clubs in every member foundation. The
involvement of individual donors, who are not high-net-worth citizens, is very important in
Slovakia, especially in poorer regions that lack corporations, have high unemployment and
are experiencing a brain drain. Foundations therefore have to do a lot of fundraising from
people who can give only small amounts. The Donors Clubs initiative helps systematize this
effort.

Another product of collaboration is the adaptation of the YouthBank concept, which has
been very successful thus far. All member foundations now run a youth involvement program
and have formed youth grantmaking committees.

Assignations of the 2% income tax to community foundations (already some SKK 7m) shows
that community foundations may become one of the preferred “receivers” of the assignation.
In part this is because donors retain the freedom to use the “donation” as they wish, and
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community foundations are the only organizations that can establish donor-advised funds for
them.

Current challenges and future developments

Major challenges:

e Most individuals potential donors are on low incomes and therefore can give
relatively little.

o The few of high net worth individuals are mostly young and enjoy spending their
money rather than investing in their community.

o Businesses do not think that giving, let alone strategic philanthropy, is something they
can afford at present.

o Slovakia is a very centralized country. Practically all national corporations and
financial institutions are located in the capital city. It is difficult to reach them from
the regions.

e The country suffers from high unemployment rates, brain drain, constant
demotivation of active people striving for change, and a complex state bureaucracy
that lacks transparency.

e The tradition of giving is still under-developed, and the role of a community
foundation undervalued.

Community foundations in the future:

e Those operating very close to one another may merge to become more effective in
terms of operating expenditure, as the country is not very large (about 50,000 sq km,
with a population of 5.5m). There may not be a real need for more than ten
community foundations covering the whole country, or there may be many but with
limited resources that work through volunteers.

e Some may become more hybrid organizations, implementing more of their own
projects as opposed to grantmaking, to bring in enough funds to sustain their
operations.

o Due to the small size of the country, it is highly probable that community foundations
will closely cooperate in the future through programs for national donors (most based
in the capital).

International links

Two Slovak community foundations have been involved in the Transatlantic Community
Foundation Network. Several have also attended a number of international conferences, such
as the European Foundation Centre’s AGA and the CPI annual networking meetings, or COF
Fall Conference in the US. In December 2004, the Association sent a representative to the
2004 Community foundations Symposium in Berlin.

International exchange of expertise and experience via formal meetings, and networks
including informal gatherings with our colleagues, have been very helpful. We get hands-on
experience, lots of practical information and examples or case studies, since many of these
contacts are maintained. Being in touch with a number of community foundation practitioners
around the globe puts things into different perspectives, and it is possible to better anticipate
outcomes. International partnerships provide a lot of support; we do not feel isolated or lost in
our issues and challenges.
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Support Organizations

History and purpose

In February 2003, representatives of community foundations working in Bratislava, Presov,
the Small Carpathian Wine region, Nitra, Trencin and Liptov gathered in Liptovsky Hradok to
take steps to turn their informal forum of community foundations into a more structured and
effective organization — the Association of Slovak Community Foundations. These
community foundations, along with others from Banska Bystrica, Zvolen and Velky Saris,
constituted the founding board of the Association.

The purpose of the Association is to represent and advocate for community foundations
working in Slovakia, as well as to function as a partner in communication with national funds,
corporate donors, the media, the Slovak government and other NGOs and their umbrella
organizations. The Association helps its members network and provides them with
information, guidance, and updates on national and international events. It also helps improve
communication and the dissemination of information among its members. The Association
hopes to play a critical role in building trust and partnerships with national corporate donors.

Structure and organization

The Association is a membership organization. It does not have paid staff: all the roles and
duties are performed by community foundation staff. The President coordinating the
Association is elected for a one-year term.. All foundation CEOs have to take turns and no
one can be elected for two subsequent years. The Board of the Association is made up of eight
people, the CEOs of founding member community foundations. At this point, the Association
has ten members. The size of the country makes is simple to reach out to all regions, build
relations between members, and keep them up-to-date regarding all accomplishments and
issues.

A primary activity in identifying donors are interested in working countrywide, ie open up
funds and programs for all the members. The target audience is large corporations which
operate in all Slovak regions. The Association has so far raised funds for two relatively large
programs. Apart from that, it uses its tiny operational funding to cover meetings and
coordinating expenses.

Recent accomplishments

Through the Association, the foundations keep in touch every day. The Association has its
own website and email conference groups, and meetings are held every other month. Peer-to-
peer exchanges are very common, as well as giving advice and sharing experiences. The
Association members share their successes and try to replicate them through implementation
of successful projects in different places.

Much of the work of the Association is connected to donor education and community
mobilization, and its activities are beginning to show positive results. People, however
passive and negative they may have been, are beginning to respond and provide feedback. It
has become easier to approach corporations and other institutions. Society is more open to
new ideas and concepts. The Association can show outcomes from its long-term efforts and is
learning new ways of presenting them. The notion of public giving has been promoted more
intensively and extensively than ever before. National corporations have launched their
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strategic philanthropy campaigns and, since they can afford to do it in the national media, this
helps the Association to explain the need to give back to the community.

The Association member in charge of international links updates the others regularly on
international affairs. The Association had a representative at the Community foundations
Symposium in Berlin who made a presentation on Slovak community foundations working in
rural areas.

One accomplishment of the Association is the Donors Clubs project to foster individual
giving, which is supported by partners Orange Slovakia and the Slovak Savings Bank. The
project started in 2003 and the first year was a challenge, as all the community foundations
needed to learn to communicate with the partners and among themselves. It was the first
countrywide effort and was a great learning experience. In spite of early difficulties, the
partners continue to support the project and the Donors Clubs remain active.

In 2004, the Association members launched a new youth involvement program based on the
YouthBank model. Although the local efforts need coordination, the program has been a great
idea to adapt and looks very promising.

Current challenges/future developments

The Association plans to:

e raise donor awareness by communicating with selected potential partners to spread
the word about community foundations

e pursue a 2% income tax campaign by making an approach to the government to
request that community foundations be allowed to turn the money raised into
permanent funds. At present, the 2% funds must be spent by the end of the
subsequent year

e help develop a tradition of giving, as it is still under-developed and the role of
community philanthropy undervalued

Additional resources

The Association website < www.komunitnenadacie.sk >

Correspondent: Katarina Minarova, The Association of Slovak Community Foundations
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UKRAINE

Community foundations

History

There are at least four community foundations in the Ukraine, established in 2002 or later
(although some of them built on existing organizations). Their founding was encouraged by
the experience of community foundations in the neighboring countries of Russia and the
Slovak Republic. The Center for Philanthropy was involved indirectly in the establishments
of the foundations by organizing study trips, and by disseminating information about
international experience. In the fall of 2003, the Mott Foundation met with several community
foundations to provide training and information.

In 2002, the Ukrainian Citizen Action Network (UCAN) began operations, a four-year project
supporting the growing civil society in Ukraine funded by the US Agency for International
Development. It began to focus on the development of community philanthropy in 2004 with
the establishment of The Center for Community Philanthropy (CCP). The Center will
promote community philanthropy and encourage specifically community foundations as
instruments for supporting civic initiatives to solve local problems.

Current situation

Coverage of Ukraine by community foundations is still low, but new community foundations
may emerge. Development has been helped by legal changes: assigned donations are legally
protected now, and volunteer status is also regulated.

Complete list of community foundations

Number of community foundations formally established: 4
Additional community foundations at early stages of development: 0

The first three community foundations were founded in 2002 but built on organizations that
had begun operations before. In the following list, the date of original operations is given.

The Princess Ostrozsky Charitable Foundation, Rivne < www.vrc.rv.ua > 1995
Donetsk Charity Foundation “Dobrota”, < www.dobrota.donetsk.ua > 1997
King George Community Foundation, Ivano-Frankivsk, < www.galicia.org.ua > 2002
Odessa Community Foundation, < www.nonprofit.org.ua > 2003

Community foundation staffing

Usually community foundations in Ukraine have a small paid staff responsible for the day-to-
day operations, administration and finance.
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Community foundation income

Donor category

Community foundations making grants still rely for the most part on international
foundations, both European and US-based ones. Foundations that focus on raising funds and
running their own projects receive more extensive support from the local sources, especially
from individuals and local companies.

Purposes

Donors to Ukrainian community foundations prefer to give funds for specific programs, an
approach that allows for stricter control over the use of their funds and, in some cases,
involvement in advisory bodies and thus in decision-making.

Permanent funds/sustainability

Establishing endowment is a problem for independent community foundations. International
foundations and most local donors provide only pass through funds for grantmaking or
support operating costs. Thus, foundations have to collect contributions for endowments
locally through fundraising events, fees for their services (eg seminars and publications), or
other income. However, these amounts are small.

Another problem is that safe investment opportunities are still lacking and there are also some
legal/fiscal issues to be resolved. In some areas the interest rates are half than those in cities,
and the deposit management is not as flexible.

The environment for charitable giving

Local attitudes

Research by UNICEF, the World Bank and Ukrainian institutions shows that rapid economic
growth in 2000-04 also changed attitudes towards community philanthropy. Over 50% of
companies and 10-15% of individuals give, and only 5% say they lack the capacity for
philanthropy. Another obstacle is lack of transparency and reliable information on community
philanthropy. As a result, Local donors, including corporations, rarely donate over €1,000 if
they are not involved in the formal decision making process.

Recently many of the mass media publications and programs have portrayed NGOs and
foundations in a negative light, especially those supported by international donors, reporting
stories about donors’ money being laundered with the help of NGOs, sheltering foundations’
funds, etc. This has impacted the public image of philanthropic organizations and has not
helped fundraising. On the other hand, this may help to promote community foundations as a
new, local and transparent mechanism for philanthropy.

Legal and tax environment

There are various legal and tax incentives for giving in Ukraine, and all are applicable to
community foundations. Both individuals and companies may deduct annually 2-5% of their
taxable income in donations to NGOs. Endowments are allowed. Any NGO may make or
administer grants to other NGOs or informal civic initiatives, and there is a simple reporting
form for these activities. Community foundations that operate as charitable organizations have
some special incentives like exemptions from land tax or local taxes, free use of communal
facilities, and a special quota for advertising their activities in the public funded media.
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Changing attitudes and the national or regional environment

o Ensuring more supportive, objective-oriented and transparent general policies by
national and local governments.

e Introduction of better standards and practices in philanthropy governance, especially
in preventing conflict of interests.

e Proper implementation of effective tax regulations to prevent conflicts and fiscal
penalties for both donors and beneficiaries, as well as to build long-term capital.

e Improving grantmaking practice and encouraging evaluation of grants.

Examples of community foundation activity

The founders of Donetsk city charitable foundation DOBROTA combined a clear purpose,
the support and care of disadvantaged people in the community, with advanced methods of
fundraising for specific charitable purposes and transparent reporting. In fact, it is the
transparency and business lines promotion that allowed this foundation to involve over 2,000
individual and almost 1,500 business donors within the single community. Typically these
donors make contributions again because they receive timely and accurate information about
how their donations are used. This is a fairly uncommon practice in Ukraine, where
community philanthropy organizations (CPOs) mostly are not seeking to diversify their
income sources at such scale or beware of harassing government investigations. Moreover,
DOBROTA prompted more and more individuals to become involved in community
philanthropy through regularly publicizing their donor lists and effective reporting through a
variety of media, including street advertising.

“Anybody is able to do good deeds” — this idea results in collecting many small contributions
that together over the last seven years have supported 32 long-term projects and 240 social
care institutions, and provided grants to 170 NGOs and many disadvantaged individuals in
Donetsk.

Another success is training of many volunteers as qualified fundraisers in the community.
They learn how to identify, and negotiate with, would-be donors. These skills are critical for
the eventual promotion of any community initiatives.

Current challenges and future developments

In Ukraine, community foundations face major challenges as follows:

¢ Winning positive feedback within their communities: It is crucial to convince
communities that community foundations are able to identify, solve and prevent
sensitive problems in these specific communities.

e Building long-term capital: Overall the financial institutions in Ukraine are still
relatively weak. Foundation managers have little access to good advice on assets
management. Thus, community foundations are vulnerable to financial risks.

o Preventing conflict of interests: If foundations fail to develop proper procedures for
decision-making, more restrictive legal regulations are likely, and the public would
lose their trust to community philanthropy.

In the future, community foundations could fulfill two complex functions: 1) provide
independent or public expertise of the development issues in specific communities in an
inclusive way, and 2) manage the long-term assets/capitals in a prudent and flexible way.
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International links

As discussed earlier, Ukrainian community foundation they have been involved in
international events and peer exchanges. The CEO of Dobrota Foundation was awarded the
title of the best fundraiser in the world by Resource Alliance in 2002.

However, international collaboration is more active in the donor community. Thus, the
Ukrainian Grantmakers forum of a dozen grantmaking organizations is being registered now,
and one of its top priorities is promotion of community philanthropy and community
foundations in Ukraine. UCAN participated in study tours to Russian and Slovak community
foundations in 2004, and took part in the 2004 Community foundations Symposium in Berlin.

Support Organization: The Center for Philanthropy

History

The Center for Philanthropy was formed in 1998 as an organization to promote philanthropy
by increasing citizen participation. The Center’s President first learned about community
foundations in 1997, while she was an International Fellow at the Center for the Study of
Philanthropy, City University of New York (USA). As a result of that experience, one of the
goals of the Center of Philanthropy has been the development of models of community
philanthropy.

In 1997 and 1999, the Center’s president undertook study tours of the UK, visiting
Community Foundation Network, two community foundations in the London and
Birmingham areas, and the Charities Aid Foundation’s offices. The Center’s representatives
gathered an incredible amount of knowledge and material that were made available to
Ukrainian NGOs through the Center’s library.

In late 1999 a study trip was organized for ten regional NGOs to learn about the activities of
the first community foundation in Central and Eastern Europe, the Healthy City Community
Foundation of Banska Bystrica in the Slovak Republic. As a result, in 2000 the Center
published an information handbook on community foundations in Russian with the aim of
informing Ukrainian society about the history, development and specifics of community
foundations as grant giving institutions at the local level.

In 2001 the Center conducted research on civil society developments in Ukraine for the
CIVICUS Index of Civil Society, which recommended development of community-based
models of resource development for NGOs.

Community foundations were presented as a case of effective partnerships in the Distance
Learning Course “Social Partnership”, which the Center developed jointly with the World
Bank in 2002.

With the growth of demand for consultations on community foundations, the Center
established a consultation service for NGOs, used by the founders of community foundations
in regional areas. The majority of the founders were participants in the 1999 study tours.

The Center conducted a feasibility study on community foundations in Ukraine, which was
presented at the seminar on community foundations in Kyiv, Ukraine in 2003.
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Recent accomplishments

Recent accomplishments include: the research project on the feasibility of community
foundations in Ukraine. The main objective of the study is to develop a strategy for
community foundation development.

Current challenges/future developments

The Center consults on and supports any community foundation initiatives. Its experts are
often invited by donor organizations to provide knowledge of community foundations to the
participants of their community foundation development programs.

Support Organizations: Ukrainian Citizen Action Network
(UCAN)

History and purpose

The Ukrainian Citizen Action Network (UCAN) is a four-year project supporting the growing
civil society in Ukraine. It has operated in Ukraine since 2002. UCAN is funded by the US
Agency for International Development and implemented by Institute for Sustainable
Communities, an independent nonprofit organization based in Vermont (USA). Its goals are
to increase Ukrainian citizens’ participation in all aspects of public life. More specifically, the
project aims at better governance and financial viability of NGOs in Ukraine through
providing grants, training and networking, as well as supporting the NGO/Government
partnership.

In 2004, UCAN established The Center for Community Philanthropy (CCP). Its main mission
in relation to community foundations is making the public aware of the advantages of
community philanthropy, which is based on local commitment and local initiatives instead of
donor-led approaches. In particular, community foundations are encouraged as instruments
for supporting initiatives to solve local problems with fundraising in the community or from
diaspora.

Other actors to support and promote community foundation development in Ukraine have
been The Charles Mott Foundation and the DFID-funded project Social-Economic Strategies
and Partnership (SESP). Currently, United Way International and the World Bank are
exploring ways to assist in this area.

Structure and organization

The UCAN project has a paid staff of more than 20, mostly with experience working at
NGOs. Their major roles are grantmaking management, training and events, publications and
legal advice. Five are members of the Center for Community Philanthropy (CCP). The
Institute is a contractor for USAID, which is the primary funder. In addition, some programs
are implemented in cooperation with other organizations such as the American Chamber of
Commerce and the Mott Foundation.

The community foundations program is governed by a committee of four program directors.
An advisory task force of Ukrainian community foundation representatives, mostly board
members, is being recruited.
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The CCP is developing a training course, toolkits and manuals for community foundations in
Ukraine. Currently, research on community giving in Ukraine has been undertaken to
coordinate training with specific local needs and traditions. In addition, technical support
includes the development of by-laws and regulatory papers to improve governance standards
and local partnerships of community foundations in Ukraine.

Recent accomplishments

e In May 2004, UCAN produced a 30-minute film “First Act: Community foundations
in Ukraine”, promoting the experience of community foundations in Ukraine. This
film was aired by 70 TV companies in all regions of Ukraine and disseminated to
many nonprofits, including CPOs.

o UCAN organized roundtable discussions exploring the community foundation model
with Ukrainian NGOs and the media in May and November 2004.

e UCAN has developed practical materials related to the development of community
foundations, including, for instance, model articles and endowment contracts updated
for recent changes in Ukrainian law.

e A new corporate philanthropy program was launched as a joint initiative by UCAN
and the American Chamber of Commerce. It is the first program supporting a
corporate philanthropy and public awareness campaign in this field. A grants program
is one of the program components.

e The International Community Philanthropy Advisory Group was established recently
as a consultative body supporting the emerging community foundations and other
philanthropic organizations. Ukrainian practitioners and international experts serve as
consultants.

Current challenges/future developments

Both UCAN and CCP will continue regular awareness campaigns about community
foundations aimed at specific sectors: international foundations operating in Ukraine; national
corporations; selected local governments and community giving initiatives.

More work will need to be done to explore how applicable the traditional community
foundation structure can be in Ukraine. Further development of publishing toolkits and other
resources for community philanthropy and specifically community foundations will be
undertaken, tailored to the very various environments found in the different parts of the
country.

The existing community foundations will be encouraged to network and share experiences
with one another.

Additional resources

UCAN: < www.ucan-isc.org.ua >
Institute for Sustainable Communities; < www.iscvt.org >
Center for Philanthropy: < www.philanthropy.org.ua >

Correspondent: Svitlana Kuts, Center for Philanthropy
Alex Vinnikov, Ukrainian Citizen Action Network
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UNITED KINGDOM

Community foundations

History

The UK community foundation movement emerged in the 1980s, though the first foundations
were formed earlier: Dacorum Community Trust in 1976 and Community Foundation for
Northern Ireland (formerly the Northern Ireland Voluntary Trust) in 1979. The impetus came
from Charities Aid Foundation and central government which supported the movement’s
development by funding the administration and start-up costs of six community foundations.

The community foundation movement has grown rapidly and now provides an effective
network of support to voluntary groups, donors and local communities throughout Scotland,
Wales, Northern Ireland and most of England. Over 90% of the population now has access to
a community foundation. By 2004, UK community foundations collectively held over £90m
in permanent endowment and in the year from April 2003 to March 2004 made grants of over
£53m, making the movement in aggregate one of the UK’s largest grantmakers to the
voluntary and community sector.

Endowment growth has been fuelled by increased learning about fund development from
research and the successful completion of the Time for Growth program, in which ten
foundations raised £18.5m in additional endowment over three years.

Community Foundation Network (CFN) is the national membership organization of
community foundations in the UK. For further information on the history of community
foundations and Community Foundation Network, please refer to the website at

< www.communityfoundations.org.uk >.

Current situation

UK community foundations cover all of Northern Ireland, Scotland and Wales and most parts
of England, providing at least 90% of the UK population with access to a community
foundation. In the past year some of the foundations covering very small areas have become
(or are about to become) geographic funds attached to larger foundations. At the same time,
several steering committees have created functioning foundations. The latest new foundation,
Sussex Community Foundation, was formed in September 2004.

At least 46 community foundations run grantmaking programs and all but two of these have
some endowment. The other foundations are either recent start-ups or are still at a
developmental stage.

Complete list of community foundations

Number of community foundations formally established: 51
Additional community foundations at early stages of development: 6

For a complete list and map, and links to individual sites, go to
< www.communityfoundations.org.uk >,
choose “About Community Foundations>Finding UK community foundations”.
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Community foundation staffing

Nearly all UK community foundations are run by professional staff. In order to qualify for full
membership of CFN, community foundations are required to have at least one paid staff
member. Average staff size is 6.8 employees, covering all the main functions — grantmaking,
fund development, administration and marketing.

All community foundations are governed by a board of trustees. Board members serve in a

voluntary capacity. The size of the boards is between 8 and 20 members.

Community foundation income

Donor category

Total income of UK community foundations in 2003-04 came from the following sources:

Statutory sources 59%
Charitable trusts 14%
(including those of individuals/families)

Individuals and families 9%
Companies 9%
Investment income 6%
Other sources 3%

Purposes

The income covers grantmaking, endowment, core costs and research costs. CFN estimates
that there are at least 850 funds held at foundations, some with restricted grantmaking
purposes, others unrestricted, and based either on flow-through funding or endowment.

Permanent funds/sustainability

Endowment building is the primary objective of all community foundations, though some
smaller ones struggle to get started. Forty-four foundations have at least some endowment.
Over the last three years, the ten foundations in the Time for Growth program added £18.5m
to their endowment.

The environment for charitable giving

Local attitudes

The vast majority of the British population claim to give to charity, with the poor giving a
proportionately larger share of their income than the wealthy. Surveys suggest that although
the British are willing to give to charity, they also believe strongly in the value and
importance of state services. The term “philanthropy” still has some negative connotations,
“giving” or “charitable giving” being preferred terms.

Traditionally, people in the UK give to national and international causes and organizations.
By contrast, community foundations emphasize supporting local causes. In the last few years
community foundations have been a growing form of philanthropy and over the coming years
will work to raise their profile higher.

Legal and tax environment

The current government actively promotes giving for all donors. Improved tax incentives
were created in 2000 and broadened in 2002, covering gift aid, payroll giving and gifts of
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shares. Gift aid means that charities benefit from claiming back the tax donors have paid on
income they donate (and high-earning donors pay reduced tax on these gifts as well). Payroll
giving reduces employees’ tax bills. Gifts of company shares can provide donors with very
generous tax incentives, and legacies help reduce avoid inheritance tax. These apply to all
giving to registered charities, including community foundations, but there are no specific
incentives for community foundations.

Changing attitudes and the national or regional environment

There is a need for more donor education and the introduction of planned giving products,
such as charitable remainder trusts that particularly target higher net worth individuals.
Charities, including CFN, are pushing for a further change in the tax structure that would
enable their establishment.

Examples of community foundation activity

Building assets: Despite a very small population, a divided society and a struggling rural
economy, The Fermanagh Trust (in Northern Ireland), one of the participants in the Time for
Growth program, has managed to build an endowment of over £2m in the last three years.

Providing community leadership on key local issues: Chronic ill health, poor lifestyle and
lack of exercise sadly characterize North East men. For three years now, “Idle Eric”
campaigns have been providing a humorous slant on what men can do to live a healthier life,
focusing recently on swimming and cycling. The campaigns are part of a five-year partnership
run by the Community Foundation for Tyne & Wear and Northumberland with Tyne & Wear
Health Action Zone, the William Leech Charity and Newcastle Building Society.

Responding to local needs: In January 2005, floods devastated Carlisle and other parts of
Cumbria. Immediately Cumbria Community Foundation launched the Cumbria Flood
Recovery Fund Appeal, and five days after the floods hit, the Fund made its first grants.
Within a month, over £250,000 of the Fund had been allocated to individuals and voluntary
and community groups. The Fund’s target was to raise £500,000 and by the beginning of
February, pledges and donations exceeded this amount.

A few years earlier, in 2001, the Foundation also demonstrated its effectiveness when it
launched the Cumbria Community Recovery Fund to assist people and communities affected
by the very serious consequences of Foot and Mouth Disease. That appeal raised £2.14m and
was Fundraising Campaign of the Year in the UK Charity Awards 2002.

Creating new assets: When Birmingham’s Nechells Baths closed in 1995 the building soon
became a dilapidated eyesore. Realizing its potential, The Birmingham Foundation raised
£3.7m from European and other sources to restore the landmark building and convert it into
an enterprise and community center — combining physical with “people” regeneration. Due to
open in 2005, the complex will provide a training center, day nursery, cyber café and
community meeting rooms. The local community has been involved at every stage from
initial planning to learning the traditional craft skills needed for the refurbishment process.

Current challenges and future developments

Major challenges are:
o Raising profile at a national level
e Attracting core funding
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o Allocation of resources for endowment building versus resources to manage
significant government flow-through grant schemes
e Investment in board leadership

International links

e Staff from four community foundations have participated in various TCFN working
groups.

o UK community foundations have participated in the TCFF program both as hosts and
fellows. One Fellow commented: “The experience was of enormous value, far
exceeding my expectations”.

e The Community Foundation for Northern Ireland has been involved in an
international program to establish YouthBanks in the Balkans, and is also a key
member of the international group “Foundations for Peace”.

o Individual community foundation staff have attended international conferences (the
US Fall Conference, CPI networking meetings, Berlin Symposium, etc).

Support Organizations

History and purpose

Established in 1991, Community Foundation Network (CFN) is the national network linking,
promoting and supporting about 60 community foundations throughout England, Northern
Ireland, Scotland and Wales.

Community Foundation Network:

e s the national association connecting all UK community foundations
represents UK community foundations at a national and international level

e negotiates and manages national grantmaking and funding opportunities for
community foundations

o offers its members focused, responsive and relevant services to help growth and
sustainability

e provides individual support to foundations throughout the network

It was established in 1991 when the Community Trust Development Unit left CAF to form an
independent organization (ACTAF), later to become Community Foundation Network. It is
the only UK support organization for community foundations.

Structure and organization

Community Foundation Network is a membership organization, governed by a board drawn
from staff and trustees of its member organizations. Membership is open to all community
foundations which meet specific membership criteria. Associate status is granted to those that
are striving to meet all the criteria. Affiliates are organizations that support the community
foundation movement but do not carry out the functions of a community foundation.

CFN currently employs ten staff covering a variety of roles, including management of the Fair
Share Trust program.

The main sources of funding are charitable trusts. About 7% of income is from membership
fees.
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Recent accomplishments

Starting negotiations with a major bank to target high net worth individuals
Completing successfully the Time for Growth program (supported by a national
grantmaking foundation), in which ten community foundations raised £18.5m in
endowment in three years

Establishing Fair Share Trust program. Community Foundation Network is the
corporate trustee for the Fair Share Trust that holds a £50m investment from the New
Opportunities Fund (now the Big Lottery Fund) to be used for grantmaking by
community foundations over ten years from 2003 in those disadvantaged areas of the
UK that have not received their “fair share” of grants from national Lottery proceeds.
Publishing “Benchmarking for fund development”, a research report highlighting best
practice in endowment building amongst UK community foundations.

Helping to ensure that community foundations were chosen to manage distribution of
Sport Relief funds — nearly all UK foundations are participating in this program.

Current challenges/future developments

Establishing standards for community foundations, in order to promote community
foundations to high net worth individuals and other national contractors

Encouraging the growth of planned giving

Moving Mountains — the ninth national community foundation conference, to be held
in Edinburgh, May 2005

Additional resources

Annual review is available at < www.communityfoundations.org.uk >.

Correspondent: Fran Walker, CFN

Worldwide Initiatives for Grantmaker Support Page 142



