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Socially oriented nonprofit organizations as the institutional units in the public sector of economy

The article deals with the financial and economic aspects of the activities of the socially oriented nonprofit organizations in the Russian Federation and the Far-Eastern federal district; it analyses the main problems of these organizations to the development and full participation in the regional economic and social development.

The study of qualitative and quantitative structure of the financial sources of the socially oriented nonprofit organizations, depending on the type of their activities is made.
В статье рассматриваются финансово-экономические аспекты деятельности социально ориентированных некоммерческих организаций (далее – СО НКО) в Российской Федерации и Дальневосточном федеральном округе, анализируются основные проблемы социально ориентированных некоммерческих организаций, препятствующие их развитию  и полноценному участию в региональном социально-экономическом развитии. Проведено исследование качественного и количественного состава источников формирования финансовых ресурсов социально ориентированных некоммерческих организаций в зависимости от вида осуществляемой ими  деятельности. 
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The trend of the modern stage of development of the public sector of the economy is to expand its institutional structure by attracting a growing number of the non-governmental organizations to implement the functions that until recently were considered the prerogative of organs of the State power and local self-government. This is true for almost all developed countries.
The main results of activities of the public sector are reflected in specific public benefits that can be characterized as economic benefits that meet the collective needs of people that are in the collective use and usually not unrealistic based on the market laws. Access to these benefits have the citizens of the State or its separate regions. The examples of such public goods are the national defense and security, fire protection, landscaping. Individual consumption of public goods includes the services of health, education, culture and social security. These public goods are socially important, because their consumption is not only directly benefits the users of these goods, but also society as a whole.
The State is traditionally considered to be the primary provider of public goods, and respectively, the principal institution of the public sector of economy. This applies to such benefits as the national defense and security or the traffic control service [1]. However, in the case of provision of the socially important goods, it is necessary to consider the possibility of the non-State nonprofit organizations to participate in their production. This is particularly relevant in the context of rising every year the social pressures on budgets, especially of the territorial level.
Socially oriented nonprofit organizations are effective providers of a wide range and a higher quality of social vices that create a new value added by infrastructural development [2, p.165].
In accordance to the legislation of the Russian Federation, the socially oriented nonprofit organizations are nonprofit organizations established in the forms of social or religious organizations (associations), communities of the small indigenous minorities of the Russian Federation, the Cossack societies, funds, non-profit partnerships, agencies, nonprofit organizations, associations of the legal entities (associations and unions), with the exception of public corporations, public enterprises, public associations, political parties [3].
Socially oriented nonprofit organizations carry out activities aimed at the solving of social problems, the development of civil society in the Russian Federation. Such activities include:
1) social support and protection of the citizens; 
2) preparing the population to overcome the consequences of natural disasters, disaster prevention, unfortunate accidents;  
3) assisting the victims of natural disasters, catastrophes, social, national and religious conflicts, refugees and internally displaced persons; 
4) protection of the environment and protection of animals; 
5) protection and keeping the objects and territories that have historical, religious, cultural or environmental value;  
6) rendering of legal assistance on a grant or concessional basis to the citizens and nonprofit organizations and the legal education of population; 
7) prevention of the socially dangerous behavior of the citizens; 
8) charitable activities as well as the activities in the field of promoting philanthropy and volunteerism [3]. 
The closed list of such activities is made. However, for the recognition of nonprofit organizations, the socially oriented federal laws and the laws of constituent entities of the Russian Federation, normative legal acts of the representative bodies of the municipalities can be installed (along with the above activities) the other activities aimed at the solving of social problems, the development of civil society in the Russian Federation. In particular, the law "About the types of the Khabarovsk region nonprofit organizations to recognize them socially oriented" to the socially oriented nonprofit organizations are attributed the organizations that are in accordance with the established documents make the protection of original Habitat, preservation and development of traditional ways of life, economy, and culture of the indigenous peoples of the North, Siberia and the Far East of the Russian Federation.
The nonprofit organizations engaged in these kinds of activities, can receive support from the Governments at various levels in various forms: financial, property, information, advice, and support in the fields of training, continuing professional education of employees and volunteers of the socially oriented nonprofit organizations [4, p. 22].
In addition the forms of economic support for the socially oriented nonprofit organizations are:  
- giving to the socially oriented nonprofit organizations tax benefits; 
- placing orders for the supply of goods, works and services for the public and community needs;  

- giving to the legal entities providing to the socially oriented non-profit organizations support, tax incentives.
The constituent entities of the Russian Federation and the municipalities together with the forms of support can provide support to socially oriented non-profit organizations in other forms of budget appropriations, respectively, the budgets of the constituent entities of the Russian Federation and local budgets.
Provision of financial support to the socially oriented nonprofit organizations may also be carried out within the budget allocations from the federal budget, regional and local budgets through the grants.
Providing material support to the socially oriented nonprofit organizations is carried out by bodies of State power and bodies of local self-government, by transfer of possession and (or) use of such nonprofit organization the state or municipal property. The specified property should be used only for the intended purpose.
According to the official facts of the Ministry of Justice of the Russian Federation on the territory of Russia 405720 nonprofit organizations are registered. This list includes both organizations having the status of "excluded" (184647), and the status of "registered" (221073) [5].
From 221073 registered nonprofit organizations to the "third sector" can refer 192956 organizations (this does not include political parties, public corporations, public associations, the association of peasant (individual) farms, economic development associations, gardening, market-gardeners, holiday and other partnerships, municipal councils, homeowners' associations, notary chamber, and institutions) [6].
The number of people employed in the "third sector" makes 1.1 per cent of the economically active population or more than 828 thousands people. At the same time, the level of public support for this sector in Russia lags far behind the developed countries.
On the main indexes of the Russian third sector significantly lags behind the "third sector" in the developed countries (mostly the states of Western Europe and North America). So, in Russia the share of income of the nonprofit organizations in the gross domestic product amounts to 0,9%. In the developed countries this indicator is 6,5%. In Russia in the organizations of the third sector 1,1% is busy from the total number of the employed. And in the developed countries, the number of employed persons was 7,1%. The proportion of the socially oriented organizations in the total number of nonprofit organizations in the Russian Federation is 13,5%, in the states of Western Europe and North America to this indicator one can refer 60 – 70% [6].
In the Far-Eastern Federal District 20736 nonprofit organizations are registered. More than 60 per cent of all nonprofits are concentrated in the three regions of the Far-Eastern Federal District:
- the Amur region – 1732 (8%); 
- the Jewish Autonomous region – 470 (2%); 
- the Kamchatsk territory – 2004 (10%);
- the Primorsk territory – 6072 (29%); 
- the Republic of Sakha (Yakutia) – 3811 (18%); 
- the Sakhalin region – 2433 (12%) 
- the Khabarovsk territory – 3969 (19%)
- the Chukotka Autonomous region – 245 (1%) [5].
In the Far-Eastern federal district, as well as in Russia in general, the nonprofit organizations are operating, respectively, mainly in the following areas: work with the veterans and people with disabilities; work with the young people; formation of the healthy way of life; volunteering and charitable activity; environmental activities; protection of the consumer’s rights; preservation and development of the traditional lifestyles, crafts and culture of the small-numbered indigenous peoples of the Far East. Almost one in four nonprofit organizations is engaged in the giving of social services. It should be noted that really working nonprofit organizations constitute less than a half of the officially registered.
To the development of the non-state nonprofit organizations and their full participation in the regional social and economic development prevent two major problems: lack of the professional staff, as well as the lack of consistent and reliable sources of funding. The appearance of the first problem (staffing) is connected with the lack of funding. Economically the nonprofit organizations for the most part are very weak. According to the Center for the study of civil society and the nonprofit sector, less than one-fifth of organizations have enough resources for the implementation of the planned, much again teeters on the brink of survival, working exclusively on the enthusiasm.  The shortfall has the most organizations. The third of nonprofit organizations do not have the employees working full-time, 24 per cent have only one-five permanent workers. Lack of the labor is being filled by the volunteers only partly, 24 per cent of them failed to bring to their work. [7].
By the analysis of the first problem it should be noted that the number of people employed in the nonprofit sector on a regular basis is less than 1 per cent of the economically active population. This is insufficient to carry out professional activities. In addition, the problem is the lack of specialists and specific orientation, necessary for the development of the nonprofit organizations – lawyers, accountants, specialists in the fund raising, strategic planning, social marketing. Volunteers are usually for the one-off actions and cannot influence the strategic development of the organization. In such circumstances, the need for training and retraining of employees of the nonprofit organizations.
Analysis of the second problem (lack of the consistent and reliable funding sources) shows that the non-profit organizations always have to deal with the fundraising activities to attract the resources [1].
The sources of financing of the socially oriented nonprofit organizations can be divided into three groups: own resources (internal sources of funding); funds from the budgets of different levels (external funding); funds raised from the private sources (grants or the funds of "donors").
On the average (see the table), on the total evaluation, in the developed countries, public funding of the non-profit organizations is 48 per cent of their income (in developing – 22 per cent, in Russia – 5 per cent), income from the activities, including the membership fees, 35 per cent (in developing countries, 61 percent, in Russia – 22 per cent), donations of business, citizens and the foreign funds, 17 per cent (17 per cent of the developing countries, in Russia - 73 per cent) [6].
The first group is the own resources (internal sources of funding). These include the membership and legal contributions, the income from property (equipment, premises, land), income from the provision of services or the production of goods (if it is not contrary to the charter of the organization). The use of domestic sources requires from the nonprofit organizations to mobilize available resources to generate the income to the organization and charter activity.
The most discussed from the domestic sources is the entrepreneurial activity. The law "About the non-commercial organizations" allows its implementation because it is the achievement of the statutory purposes of the nonprofit organizations, provided that such activities are specified in the by-laws of the organization. Three of the four types of business activities (production of goods and services, the acquisition and sale of securities, the acquisition and sale of property and non-property rights) are entitled to the nonprofit organization of any organizational-legal form, except the associations of legal entities (associations and unions).

Table 1
The structure of funding socially oriented non profit, per cent

	Source of funding
	On the average in the developed countries
	On the average in developing countries
	In the Russian Federation

	Own resources
	35
	61
	22

	State (budget) funding
	48
	22
	5

	Funds raised from private sources
	17
	17
	73


Social activities, consultations, public service announcements, other goods and services of the non-profit organizations can make by the agreements and contracts for provision of the services. This activity is treated as revenue that can be aimed at the maintenance of the authorized activity. If your organization receives the targeted funding and conducts business, it must ensure the separation of income. However, the entrepreneurship nonprofit organization must meet the basic profile of activity that greatly narrows the choice while forming the line of commercial products. In addition, the certain difficulties create the separate tax accounting. Thus, only those non-profit organizations can do it which can afford the professional financial service (or at least the qualified accountant).
The second group is the funds from the budgets of different levels (external funding). This may be the targeted funding of the nonprofit organization if it, for example, is one of the coauthors of the target program. Other instruments for the budget funds are the public (municipal) and the state (municipal) grant.
In the Russian Federation the state financing of the socially oriented nonprofit organizations is implemented through the grants, giving by the ministries, the President of the Russian Federation (Presidential grants program); regional authorities (regional program of support for socially oriented nonprofit organizations, social projects competitions line ministries, agencies, departments). There are the variations of the thematic areas grants of the socially oriented non-profit organizations: support of the individual population categories (family, youth, rehabilitation and adaptation of persons with disabilities-regional programs); prevention of social orphan-hood, improving the quality of life of the senior citizens, social adaptation of the disabled persons (support programs of the Ministry of economic development of Russia); the protection of human rights, culture, social policy (program of presidential grants). It uses a different mechanism for distributing the funds.
Separate place in the priorities of public funding from the Ministry of economic development of Russia took the training activities of the nonprofit organizations, development of the infrastructure support: creation of the regional and cross-regional resource centers that provide information and advice, human resources, research, methodological support to the socially oriented nonprofit organizations carrying out activities in the development of cooperation of the state and the non-profit organizations. The creation of specialized institution in the Russian Federation-the National support fund for the nonprofit organizations is planned in the medium term (2012 – 2020).
In 2012, the funding of nonprofit organizations in the form of subsidies from the federal budget amounted to 2 billion rubles [7]. Most of the funds were received by the nonprofit organizations from the line ministries directly without the competitive selection procedure. The subsidies are allocated from one year to the same organizations. Serious increase in the support of the regional nonprofit organizations does not occur. Systemic changes in the infrastructure development of the third sector should contribute to the support of the socially oriented nonprofit organizations. Within the framework of the program in 2012, the Ministry of economic development of Russia on the competitive basis was distributed among the nonprofit organizations 162 million rubles, and the funds have been allocated to the regions, to encourage the formation and implementation of the regional programs to support the social welfare organizations. In 2010, the programs of support to such organizations operated only in 7 regions, in 2012-in 57. Financial support was provided on the competitive basis, more than 2000 of socially oriented non-profit organizations in 49 constituent entities of the Russian Federation [2, p. 167].
Thus, the subsidies allow to the socially oriented nonprofit organizations receive significant funds (including statutory activities), to carry out the long-term projects in the stable flow of funds, access to the administrative resource, help strengthen the reputation in the eyes of the business community, as the companies easier to go on contact with those who supported the state. But the applicants for grants may encounter several difficulties: when applying, in addition to the information on the size of the budget is usually financial-economic justification. In addition, the grants are provided in the form of subsidies on co-financing terms, and are only available to the organizations that already have certain resources. In the framework of regional programs to support the socially oriented nonprofit organizations (for example, in the city of St. Petersburg) the subsidies can be granted only to the projects that significantly restrict access to the budget funds.
The procedures of the state (municipal) order established by the Federal law No. 94 "About placing orders for the supply of goods, works and services for the public and municipal needs", provide additional opportunities for the nonprofit organizations on the implementation of the goods and services under the contract or the state contract. Through the participation in realization of the state (municipal) order the nonprofit organization can increase the scope of its activities or develop the new services, knowing that they will demand. But the nonprofit organizations must compete with other applicants, primarily by the small businesses.
From January 1, 2014 years instead of the Federal Law No. 94 starts to act the Federal Law "About the contract system in the procurement of goods, works and services to ensure the go-public needs". According to it, no less than 15 per cent of the total annual volume of purchases under the plan, the customers must place among the subjects of small businesses and the socially oriented nonprofit organizations. The cost of purchase should not exceed 20 million rubles.
The third group of the funding sources of the nonprofit organizations-the funds took from the private sources (grants or the funds of "donors"). This includes the private and corporate philanthropy, the Russian and foreign funds, provided in the form of grants, as a rule, on a competitive basis.
The nonprofits receive the business support through the charitable programs and the social investment programs, including grants for the nonprofit organizations, corporate volunteering programs, by the gratuitous (or on preferential basis) to provide goods and services. According to the experts, the successful interaction of nonprofit organizations with the business community is increasingly drawn towards the partnership options when the companies use the experience and expertise of the nonprofit organizations to increase the efficiency of its charitable programs and the corporate volunteering programs.
From all kinds of the gratuitous income for the most non-profit organizations donations and grants are available.
Donations are the money and other property (other than excisable goods) donated to the organization and the maintenance of statutory activities, can take all the nonprofit organizations governed by the Low "About the non-commercial organizations".  
The advantages of private donations as a source of funding nonprofit organizations include the ability to set the emotional contact with the donor, the lack of time limits on the collection, the simple statement that, although the amounts are small, they can come for a long time. Most likely to succeed in collecting private donations have the organizations with the "famous person" image to a wider audience to help the socially sanctioned by the task force and to collect the funds to help the certain people (primarily children who need expensive treatment, and victims of natural disasters) [7].
Collecting the private donations is problematic, if the need for assistance to the task force is not obvious, or the task force is among the socially disapproved, and if the purpose is to raise funds for the nonprofit organization.
In accordance with the Article 251 of the Tax code of the Russian Federation the grants are money and other property transferred on the gratuitous and irrevocable basis by the individuals, nonprofit organizations, as well as the foreign and international organizations (for the list of organizations approved by the Government of the Russian Federation) for the implementation of specific programs in the fields of education, arts and culture, environment, sports and non-professional sports, protection of human and civil rights and freedoms provided for by the legislation of the Russian Federation.
Among the disadvantages of grant funding the experts call the huge reporting frequency finance and the need to own the organization's contribution to the project, the budget constraints. Grants are usually available to the "advanced" nonprofit organizations with the wide portfolio of activities (it will be easier to find at the right time, which has the appropriate programs), staff resources are available to implement the project, the experience with the funds (the good "grant history", there is an opportunity to make its own contribution, well established workflow, the reporting skills.
The newly established organizations, those who do not have specific projects (only ongoing activities) or their little grants as the primary source of funding is not appropriate.
Due to changes in the state policy in the sphere of non-commercial organizations (adoption of the law about the "foreign agents") the experts evaluate the financial losses of the third sector of economy in 2013, amounting to 19 billion rubles. These financial resources the nonprofit organizations didn’t get from the withdrawal from Russia the major foreign donors. Financial difficulties in 2013 had the organizations busy in jurisprudence, helping the drug users, HIV-positive people, assisting in the rehabilitation of released from the places of detention, as well as participating in the preparation of the election observers [7].
It should be noted that donors are extremely reluctant to finance the ongoing work of the nonprofit organizations, preferring to support individual projects.
In this way, one can identify the key factors that affect the ability to raise funds from various sources to the nonprofits: legal form of the non-profit organization; activities under the Charter; the presence or absence of entrepreneurial activities; available resources; the taxation system; special features of the fiscal policy of the nonprofit.
The main forms of support for the socially oriented nonprofit organizations at the regional and municipal levels are: grants; distribution of grants; provision of facilities (free of charge or at preferential rates); information support.
Worthy of note is the fact that the regions practically do not use such forms of support, such as:
- placement by the nonprofit organizations the orders for the supply of goods, works and services for the public and community needs; 
- giving the material support to the citizens and legal entities, nonprofit organizations, benefits on payment of taxes and fees in accordance with the legislation about the taxes and fees; 
- granting privileges on payment of taxes and fees in accordance with the legislation about the taxes and fees.  
However, it should be noted that the nonprofit organization primarily want to receive economic support from the authorities, and not to take on themselves some of the social functions of the State.
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