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Background – A Description of the Situation

War raged in Croatia and Bosnia-Herzegovina from 1991-1995.  In 1999, Serbia was bombed.  This destroyed the greatest proportion of manufacturing industry.  Further, landmines were planted, so that a great deal of the agricultural and recreational land of the region was rendered unusable.  This has led to unemployment rates of at least 90% in some areas.

An additional effect of the war was to psychologically traumatize virtually 100% of the population.  This also has implications for physical health.  We have dealt with the relationship between psychological trauma and physical health on the one hand and economics on the other in another briefing paper, available on our website or directly from us.

Further, the region faces a number of additional substantial challenges, namely the transitions from communism to capitalism and from totalitarianism to democracy.  Thus, the very phenomenon of civil society, let alone business philanthropy and governmental encouragement of through in tax exemptions and other measures, are virtually unknown, and even the terminology is unfamiliar to most people in business and certainly at the grassroots level.  While there has been some sporadic sponsoring of NGOs by businesses, this has been in a very different way from that known in the West.

The countries of this region are lobbying heavily to enter the European Community and similar bodies that require modern Western attitudes and systems.  In our view, they will require very substantial help if they are to succeed. 

This paper discusses these phenomena and a relatively straightforward solution.

Attitudes and the Work Ethic – East and West

In the Yugoslavia of the pre-1991 period, everyone had a job.  Under this system, known as socialistic self-governing, people were not required to take part in planning, market evaluation, advertising, keeping up with world trends, logistics, etc.  Furthermore, the issue of collective responsibility allowed those with low standards of performance to hide within large enterprises.  While some employees worked hard and efficiently, others did not contribute to the further development of the businesses, which was easy within that system. 

Initiative was frowned upon, because it could go in the face of authority, which was all-important.  Opposition, creativity and critical thinking were repressed rather than encouraged.

People were paid to do a job, not to think.  Innovation, if not complying with the political or personal interests of party officials, could engender jail or other difficulties.  

Volunteerism, under current Western definitions, did not exist for two reasons.  First, NGOs only came to the region during the 1990s (see below).  Secondly, there were no significant needs as seen in the West, as people were taken care of by the State or saw themselves as self-sufficient.  There were associations of people of a similar group (professionals, artists, etc.) and sporadic assistance and solidarity were given in emergencies.  

These attitudes are still omnipresent in the region despite the drastically changed circumstances of the post-war period and the need for attitudes that are virtually 180 degrees opposed to these if the region is to recover and develop further.

The NGOs and the Civil Sector

The NGO and civil sector has only begun to appear in the region since the early 1990s.  While a few NGOs are used for personal gain, the vast majority are run by people with high ideals who have sacrificed much to move their ideals forward.  However, with a few significant exceptions, the NGOs are run by people who have little background and even less skills and knowledge of civil society and of management.  Thus, a significant amount of education in this sector is required.

Until very recently, NGOs were looked upon by most governments of the region and by people on the streets as subversive and as working against their interests.  Thus, not only has there been heavy monitoring and even repression of NGOs, but clients have been slow to use their services.  This is changing, but the change is a slow one and there is still substantial resistance.

The NGOs have also suffered from the problems of work attitudes and negative attitudes toward volunteerism as noted above.  These problems stem from the previous system, from war experience and traumatization, from their lack of knowledge of civil society and its role in their lives and from the current economic situation.  With regard to the last named factor, volunteerism becomes difficult when meeting basic existential needs takes up a good deal of time and energy.

Below, it will be seen that international attitudes toward NGO development have not often grappled with the fundamental problems of the sector and certainly have not dealt with the societal attitude toward it.  Where it has intervened, it has attempted to deal with consequences rather than causes.

Business

Before the war, there was a great deal of export of manufactured goods and agricultural products.

There are no businesses in this region that have not been damaged to some extent.  A few are marginally functioning, however nowhere close to the manner that they did before 1991.  There has been physical destruction, loss of contacts, loss of markets and the impossibility of keeping up with updates to technology.  Furthermore, most businesses were run by the State.  Efficiency, modernity and competitiveness were never truly important.  The leadership in most businesses thus, at present, has neither the proper attitudes nor skills to deal with competitive markets.  We have already spoken in some detail about the substantial problems of the attitudes of the workforce.

Furthermore, with new technologies and with adaptation to capitalist principles, there would be a requirement to lay off substantial numbers of workers.  This is in addition to the layoffs for the reasons cited in the previous paragraph.

Furthermore, most businesses in the pre-war period were owned by the State.  The privatization process is still a rocky one and has not been completed anywhere. 

Thus, the situation with regard to ownership, leadership, management, free markets and politically appropriate actions are still very unclear.

Government and the Politicians 

Government and bureaucracy have been a substantial barrier to both local and foreign investment.  The bureaucratic systems are arcane and extremely slow.  They do not give concessions for investment, even in the post-war period.

Further, until recently, government was highly antagonistic toward the NGO sector and was suspicious of it.  This is still frequently the case at local level.  Government has been slow to accept the advice and expertise of the NGOs and to accept them as useful partners in the (re-) development of the region.

Furthermore, there have been almost institutionalized traditions of corruption and nepotism throughout government and the bureaucracy.

In all countries of the region, the legal and judiciary system in not functioning adequately, and there is a large gap between the theory of what is written in the law and actual practice and the possibility for legal remedies when things go wrong.

One of the paradoxes of the area is that many people at grassroots level look to the politicians to redeem them and to make their lives the way they were before the recent wars.  They do not perceive that it is not possible to return to the previous system.  

Most people on the ground perceive that there is no political will to make the adaptations necessary to a post-war transitional system and to change the methods of the previous system.  Further, the politicians do not have the perspective to make the best of the present situation, using alternative approaches of NGOs and foreign businesses and to move forward with the resources that they have and that they can potentially receive through aid.  

The world

The Western world has not really understood the problems stated above.  Where the international community has attempted to deal with these problems, it has looked at consequences rather than causes.  With regard to the NGO sector, it has provided a small amount of superficial short-term education.  With regard to business, with a few exceptions, it has provided only small loans without significant education in proper business practice.  Furthermore, the geographic focus of the international community tends to change quickly, and is now certainly not directed at this region.

In short, the West has not perceived one of its own truths, namely that the NGO sector plays an important role in the betterment of the state of individuals and the society as a whole and that it is critical to strongly support that sector morally and financially in developing regions.

Foreign Investment

According to recent soundings, foreign investors are still staying away from the countries of the region for all of the reasons noted above.  They still fear that violence will, at some point in the near or distant future, break out in the region.  Further, they fear the high levels of bureaucracy and corruption and the lack of adequate functioning of the legal systems. 

The Results of These Phenomena

The result of the phenomena noted above is that the NGO world is suffering from lack of funding and the business world is stagnant.  Thus, radical new solutions are required.

The Solution – A Tax-Deductible CRISIS REDUCTION FUND (CRF)

The Criteria for a Solution.

In light of the above, any solution must meet the following criteria:

· It must create a new alliance between business, the NGO community and government.

· It must create a new and positive atmosphere for business, both local and foreign.

· It must make the work of NGOs sustainable.

· It must improve the general welfare of the region.

The Nucleus of the Plan

The nucleus of the solution, as we see it, is the creation of a tax-deductible Crisis Reduction Fund (CRF), to be run jointly by business and NGOs.  Businesses would commit themselves to devoting a part of their profits to the CRF that they would otherwise pay in taxes.  Governments would make this portion of their profits tax-deductible.  It would also be possible for individuals to contribute a portion of their earnings to the CRF with similar tax benefits.  Further, governments would ease bureaucratic restrictions for businesses participating in the fund.  Foreign businesses could also participate in the CRF, with their investments guaranteed by their governments. Foreign governments could also contribute directly to the fund.

NGOs participating in the fund would also have the obligation to provide expertise to businesses and governments in areas such as traumatization, civil society and good business practice.  In this part of the relationship, business and government would guarantee that their employees would take part in such programs.

At first, only NGOs, both local and foreign, with proven track records would obtain funding.  However, these older NGOs would have the obligation to train and certify other, newer NGOs, again both local and foreign, thus spreading the base of knowledge, skills and attitudes throughout the region.  A particular emphasis would be placed on local NGOs with roots in the community, such as the Associations for Village Interests common in The Netherlands, NGOs and interests groups dealing with specific populations such as refugees, returnees, concentration camp victims, etc., those dealing with minority group interests and those dealing with specific needs, such as SOS lines, employment skills, reconciliation, etc.

Results

Benefits to NGOs

· Sustainability.  The CRF would guarantee funding for a period of not less than three years and more commonly five years to allow NGOs to become strong and to obtain the skills and knowledge required for survival.  If necessary, the CRF would fund for even longer periods, until specific problems within the society are solved.

· Improvement of knowledge, skills and attitudes through training and mentoring from other NGOs.

· Publicity and recognition for their achievements during these difficult times.

Benefits to Business.

· Tax benefits and reduced bureaucracy.

· Improved knowledge, skills and attitudes within management.

· An improved workforce through the work of the NGOs.

· An improved investment and sales climate through the work of the NGOs.

· Assistance with the issue of the surplus workers, their professional re-education and a solution for their future providing for their families.

· Public relations and advertising benefit through publicity of their work with the CRF.

· Foreign businesses will also benefit through all of the above.

Benefits to Government

· Improved skills, knowledge and attitudes within government through the NGOs and the business sector.

· An improved economic climate through the benefits to business and the NGOs, leading to decreased unemployment, thus to decreased social assistance payments and increased revenue from taxes.

· Increase in the skills of the general population through re-education of workers.

· Increase in the general level of life style and democratization through education for civil society.

· An improved social climate through the work of the NGOs and the improved economic climate, decreased unemployment and the resulting reduction in criminality and violence.  

While Government may initially see this plan as a diminution of its tax income, it is expected that, in the long run, tax revenues will increase through the factors noted above.
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Figure 1:  General Effects of the Crisis Reduction Fund (CRF)
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Figure 2:  Effect of the CRF on Government
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Figure 3:  Effect on the NGO Sector
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Figure 4: Cash Flow
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Affected population will obtain necessary training and further education for professional transformation through NGO programs.





NGO employees, who will help both the NGOs and more importantly the common people who need it the most!
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Income taxes coming from an increasing number of NGO and business employees





Reduction of the number of people on social welfare  
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