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The Not-for-Profit Legacy

Before the First Republic
During the Middle Ages, the church and various aristocratic patrons provided charity in the Czech Lands. However, the first organized 'voluntary sector' was recorded as early as the 13th Century. King Przemysl Otakar II endorsed the Prague Butcher’s Guild over a century before the first Guilds were established in London and Paris.

By the 16th Century, many local literary fraternities were starting to take on the guise of many modern associations, promoting the philosophy and ethics of the Renaissance and Humanism. Enlightenment ideals later began to embody the spirit of public good, advancing education and self-improvement through knowledge and science. 

In the mid 18th Century, Ignác Born established what was publicly known as Královská česká společnost nauk or Royal Czech Society of Science. And towards the end of the Century The Society of Patriotic Friends of the Arts in Bohemia was founded – the progenitor of today's National Gallery.

The 19th Century brought radical change across Europe. The Industrial Revolution and the concomitant wave of nationalism spawned a new class of dispossesed. Nevertheless, the Czech crown lands held the largest number of voluntary organisations in the entire Austro-Hungarian Empire. Although organisations such as Jednota pro povzbuzení průmyslu v Čechách (Union for the Promotion of Industry in Bohemia) stoked the furnace of industrialism, they also provided hospitals, almshouses and homes for widows and orphans of workers. 

Czechs, Germans and Jewish residents in the Czech lands began to compete by setting up parallel organizations. For example, in 1862 Czech citizens established Sokol in Prague and soon after the burghers of Liberec founded Turverein, a German-language equivalent. There was an increasing emphasis on the national dimension in cultural fields but most local charities were and continued to be patriotic rather than nationalistic.

From Riches to Rags

In the 20 years between the two World Wars, during the famed First Republic, Czechoslovakia became one of the world's most advanced industrial-agrarian countries. In fact, it was among the 10 richest nations in the world at that time, as it had inherited virtually all of Austria's industrial base. The Constitution of February 1920 had guaranteed that the new Republic would also be one of the few states in Europe to have a genuine parliamentary democracy. Consequently dynamic charitable and voluntary organizations flourished.

Traditional associations directed their efforts towards bolstering the nascent Republic while the many new organizations – Rotary Clubs, YMCA and Boy Scouts – began to promote international cooperation. The Pan European Union, founded by Count Coudenhove-Kallergi in Poběžovice in 1926, for instance, showed early inclination towards European Unification. The Sokol had since become a national institution, boasting over 1 million members. There was hardly a community in the country without a voluntary organization of some description.
Ideological Repression

Nazism

During the six years of Nazi German Occupation, all the initiative, wealth, property and finances diligently built up over the preceding centuries vanished. Interestingly, a decade before the Communist program, the Germans used a similar system of totalitarian repression in order to stymie charitable activities. By disseminating propaganda and nurturing a climate of fear and mistrust, the Nazis broke up local communities and organizations began to falter and fail.  However, in comparison to Communism, the Nazi German occupation was short and as soon as the war had ended, people rebuilt their organizations with renewed vigor. But before the damage was sufficiently repaired, a new threat arrived in the form of the Communist regime; a threat that would deliver the coup de grace to the voluntary sector. 

Communism

In July 1951 the National Assembly of the Czechoslovak Republic passed Act No. 68/1951 Sb., "On Voluntary Organizations and Assemblies" which stated:

"The focus of associational life in a people's democracy is shifted to mass organizations. The purposeless and self-absorbed forms of bourgeois clubmanship are a thing of the past"

Having seized power in the state and eradicating the nation's elite through sham trials, labor camps and mandatory emigration, the Communist Party set about controlling the very gossamer of Czechoslovakian society. Not content with absolute control of political institution and means of production, they began to drill directly into the bedrock of local communities by invading the private sphere of the family and the individual in an attempt to control people's minds and life itself.

Act No. 68/1951 Sb. lead to the liquidation or confiscation of the lion share of the country's charitable and voluntary organizations. The few organizations that were spared were amalgamated into new mass bodies such as the Union of Czechoslovak-Soviet Friendship or the Union for Cooperation with the Armed Forces, which were directly controlled by the Communist Party under its umbrella organization, the infamous National Front. 

The Communist Party was thorough in its manipulation of the voluntary sector. All charitable foundations, including the religious orders, were systematically liquidated. Charitable verbiage and the names of great founding benefactors were struck from the vocabulary. Independent health, education, research and cultural bodies were rationalized, nationalized and eventually swallowed up by the state machine. The Socialist Academy subsumed the rich tapestry of literary, historical, humanist and heritage societies. Marxism-Leninism had achieved ultimate wisdom and there was no need for such superfluities. Party to a similar rationale, business and trade associations were banned and replaced by the Revolutionary Trade Union Movement. These new organizations were designed to indoctrinate every citizen. There was no escaping the State.

So how did people from the voluntary sector react? They either left the country, often taking their organizations (or at least ideas) with them; or they went into internal exile, becoming absolutely entrenched in family life; or they simply paid lip-service to the new regime and attempted to subvert it from within (certainly a risky business and usually morally compromising); or finally, they started crepuscular, underground organizations which were far-removed from society and generally powerless to act.

None of these alternatives were satisfactory. The difficult and dangerous decisions that had to be made divided society during Communism and continue to divide society today. The Communist Party had succeeded in disseminating the voluntary sector and all too often co-opted reaction was impossible. There was no unifying force, no unifying concept.

The realpolitik remained the same for much of the Communist era. Very few people managed to subvert the regime – Charter 77 being an exception to the rule. But finally, and in fact quite suddenly, the dissident voices began to merge following Gorbachev’s reforms in Moscow. The Catholic Church turned to face the enemy hand-in-hand with a new, impassioned generation of dissidents. Communism collapsed within a week.
Thirteen years of Freedom

In 1989 there were 537 voluntary organizations in existence, by the beginning of 1991, there were 21,000 and today there are 52,000. The charitable zeal shown by the Czechoslovakian people in the 1930's was reinvigorated with explosive consequences.

In the UK there are approximately 300,000 nonprofit organizations serving a population of 60 million. If one includes the local branch organizations of national associations in the Czech republic, 88,000 nonprofits now serve 10 million people – exactly the same per capita quota as in the UK. 

Prague has double the amount of registered charities as the average for other regions in the Czech Republic, which is to be expected from a capital with strong international ties. However, there is a huge gap between town and country, partly due to the fervor with which the Communist regime decimated traditional rural life.

The current distribution of organizations within the voluntary sector is: 48,000 associations, 1,000 public benefit corporations, 335 charitable foundations and 700 funds. The largest portion is taken up by recreational, sporting and leisure activities. The second largest field is community development, then education and research, then social services and humanitarian relief, health, environmental concerns and faith/religion. These sectors within the voluntary sector have established themselves and are thriving. Other sectors are less developed. Among these are civic and advocacy organizations and international relations concerns.

Since 1989 there have been many challenges for nonprofit organizations. Much of the wealth accumulated over previous centuries was expropriated by the Communist Party and remains lost forever, despite various restitution and reimbursement schemes. Furthermore, there was little or no money and limited experience available to such organizations in the early years post-1989. But knowledge rapidly improved, thanks in part to institutions such as the UK government-backed Know How Fund and the independent Charity Know How set up by UK charities.

The first Czech administration post-1989, under Prime Minister Pithart, set up the Foundation Investment Fund (Nadační investiční fond NIF). Following CR Government decision No. 510, made in July 1992, one percent of the stocks from the privatization of state property shares from the National Property Fund was allocated to the NIF. The first steps towards re-establishing a state-endorsed 'voluntary-sector' had begun.

For a period of time, the Czech government took a laissez-faire approach to the fund, but between 1998 and 2001 it distributed some 2.3 billion CZK (75 million EUROs) into the coffers of 73 selected foundations. It was stipulated that the money had to be placed in their endowments, invested and the revenue used to make annual grants to the respective charities.

Funding continues to be a bugbear for the voluntary sector and is clearly the biggest challenge for the future. 40% of funding comes from the state, 47% from earned income, and 13% from private donation. However, the total sums gathered are significantly lower relative to the number of organizations (the same number of organizations based in the Czech Republic compete for about one tenth of the funds available to the same number of organizations in the UK – this is based on real value.)

The mistrust and rifts within the voluntary sector, plus the lack of cooperation and support from the exile community and also the ambivalent attitude of government over the last 13 years have weakened the sector considerably. Drastic steps need to be taken. New and improved legislature is required and the government needs to redefine its own system of funding. Bureaucracy prevails and many funds are still distributed to organizations listed on the old National Front books. There is no reasonable system of open competition; instead nepotism and corruption rule. 

The Prague Society – a Contemporary Case Study

The Prague Society for International Cooperation is an independent NGO, which promotes a global approach to business and politics in Central Europe. It acts on two levels: its cause-related work tackles salient public policy issues, aiming to develop a new generation of responsible, well-informed leaders and thinkers; while its networking activities provide exclusive and informal access to international decision-makers.

Established in June 1999 by a diverse group from the Czech Republic, the United States, Canada, the United Kingdom, Germany, and New Zealand, the Society developed as its founders realized that the insights they had gained for nearly a quarter of a century should be extended on a wider scale.

Conference of Foreign Ministers, 2001

The first major event held by the Prague Society was a Conference of Foreign Ministers, which marked the 10th anniversary from the end of the Soviet Union. The Conference was held from the 28th-29th May 2001 in the Černín Palace in Prague and was attended by 22 Foreign Ministers who were in office during the Putsch of August 1991. In a sense, the event put the Prague Society on the map of the voluntary sector and established it as a fully-fledged NGO. At that point in time, the civic sector in the Czech Republic was under developed and no other organisations were attempting this type of event.

The Society‘s greatest resource was (and continues to be) its members whose collective international connections have yielded substantial funds. Prior to the Confernece of Foreign Minsters each member was required to recommend as many personal business and foundation contacts as possible and letters were dispatched to potential donors. The result was that many companies including Coca-Cola s.r.o., Czech Airlines, DHL Worldwide Express, Prague Marriott Hotel and Zátiší Catering either donated sums of money or gave In Kind. 
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Corporate Philanthropy

In 2000, the Czech Donors Forum conducted extensive research into the motives for corporate philanthropy. 60% of businesses gave to improve their image, 45% felt an obligation to help people in need, the next most popular motive was corporate visibility, followed by external pressure. Surprisingly few companies cited strategic identity building as a factor. However,. 30% of companies were incentivized by the fact that Czech law allows a business to give 2% of its income to charitable concerns.

“A sponsor gives financial or material resources or services and receives a service in return, which distinguishes him from a donor, who gives a donation and receives nothing in return. A sponsor has a commercial contract with the sponsored party, not a donating contract…. A sponsor’s contribution is taxable income, and the recipient must include it in his income tax base, unlike a donation, which is exempt from tax for the recipient….From the point of view of the sponsor, sponsorship is an investment, the aim of which is to produce profit. By making a contribution the sponsor wants to influence the public and the largest possible number of potential consumers. That is why businesses chiefly sponsor areas of activity and organizations which have media appeal.”
Jiří Müller

The Economic Environment for the Civil and Not-for-Profit sector in the Czech Republic – Foundations and Assets (2000)

The Conference of Foreign Ministers promised to be a significant media event, but the Prague Society was facing a problem. It was registered as a not-for-profit charitable organization and would be subject to 21% tax on any corporate sponsorship and the sponsors themselves would also be subject to taxation. Due to the poorly performing economy and resultant low earning, most potential funders preferred to be ‘sponsors’ rather than ‘donors’ and thus the Prague Society was confronting a conflict of interest with its backers. The Society manoeuvred around this problem by naming sponsors ‘Partners’. No official contract mentioning media placement was signed between the Society and it’s major Partners, yet the Partners logos were clearly visible during the event. This allowed the Society to pay only 7% tax – a legal loophole.

As we have mentioned, only 13% of funds available to the nonprofit sector in the Czech Republic come from private donations, yet many companies are interested in funding events such as the Conference of Foreign Ministers. Czech businesses are not up to speed with their international competitors in the Czech Republic. The latter are familiar with donor culture and, in many cases, have special marketing strategies and designated budgets for their ‘charitable’ activities in this sector. Traditionally Czech companies have been slower to catch on. In the words of Jiří Müller: “Donor culture depends on the wealth, traditions and customs of a country. Fifty years of communism disrupted the Czech tradition of charity and, in the eyes of the population, increased the responsibility of the state for the public sector.”

This is also true of Czech companies and the paradox here is evident. On one hand the government has not satisfactorily bolstered the voluntary sector; on the other, the public sector are inherently mistrustful of NGOs and, conceivably, government itself.

Public, Private and International Foundations

“During the past decade the governments of your countries and the European Commission have often understood the need to develop a civil society better than the government of my country.”

Jaroslav Bašta 

Czech Government minister responsible for the non-state, non-profit sector, during a meeting with ambassadors on 15.6.1999 

Foundations and foundation funds in the Czech Republic both operate under the same law. Legally foundations must register a minimum of 500,000 CZK (approx. 15,000 EUROs) and provide grants from the income they generate. The concept is not understood. Traditional assets (i.e. from donors) tend to be distributed immediately and revenue from the investments is often too small to be distributed. 

In actuality, foreign donors have played the most important role in the development of the civic non-state sector in the Czech Republic. And it is not merely privately owned foreign foundations that provide a funding base for the sector. In 1991-1997 the government of the United State of America alone provided the non-profit sector in the Czech Republic with a total of 135 million USD, which, calculated at a rate of 33 CZK to the dollar comes to 4 billion 455 million CZK.

The Foundation Investment Fund has finally been correctly distributed – amounting to some 50 million USD. It marks a new beginning in the development of organized philanthropy, establishing a critical mass of future grantmakers and, importantly, forcing a more transparent, cooperative and professional approach to giving.

The Prague Society operates on two different levels with regard to funding. Not only does the organization fundraise for itself, but it also facilitates events which encourage the public and private sectors within the Czech Republic to develop a ‘Western’ approach to philanthropy. This can be problematic because many of the facilitated events are designed to be off the record. This allows for a free interchange of ideas in an atmosphere of mutual trust but, as a concept, is vulnerable to criticism. A society which suffered 50 years of repression by the Communist Party may regard this type of activity as suspicious, even elitist.

Diversification and its Problems

Since May 2001, the Prague Society has rapidly expanded its network to include some of the most influential decision-makers in Central Europe and across the globe. This network has become the core business of the organization. However, it has also created some problems. Firstly maintenance – a network of this size and influence requires management and resources that are scarce; secondly perception – as the network grows and the events become more frequent, the public and private sectors begin to see the organization as ‘flourishing’, i.e. not requiring sponsorship.

Generally the benefits outweigh the problems. The Society has brought together a network of members and friends who truly can lend a global perspective to fundraising. This allows an international approach to both donor-driven and recipient-needs driven strategy.

Moving Forward

“The majority of grants received from foreign sources have required transparent reporting, cooperation with others, good management and bookkeeping, formulation of goals, strategic planning and clarification of mission. As a result, there is a considerable difference between those organisations that have never worked with Western donors and those that have”

Helena Ackerman 

‘Leaving too Soon?’ Alliance Magazine, vol 5, no 1 (March 2000)

In the past two months, the Society has devised a marketing plan that consolidates the core business while addressing the problems of funding and publicity. It has continued to foster synergy with Global Panel (the well-established, Dutch/German-based Foundation) through its President and is focusing on opening offices in London and Paris. It goes without saying that funds raised from the French and British economies will have greatly magnified  ‘real value’ in the Czech Republic.

The new marketing drive is concentrating on the Press (who are often ‘tarred with the apathy brush’ in the Czech Republic). Comprehensive news releases are being mailed monthly and the Prague Society has included facilitated meetings between profile guests and journalists within its core business model. Furthermore, a new online drive will provide a cost-effective virtual office and an invaluable automated contact tool. Improved print material is beginning to bear fruit and the public and private sectors are beginning to take note of the Society’s work.

Conclusion

We cannot say that philanthropy is a daily reality or that it is a developing ‘trend’. We can only say that it is a slow process in which a long-forgotten tradition and a basic sense of values are mixed with a deeply ingrained mistrust of people, motives and processes. The legacy of Communism and the present difficult economic climate still force people to focus on their own survival. Such a situation is not conducive to nurturing an environment in which philanthropy can thrive.” 

Helena Ackerman

Seal Journal, (Autumn, 2000)

This seems to be the general outlook in the Czech Republic – not exactly optimistic. In short, the Czech Republic needs to adjust its attitude to philanthropy at grass roots level. The Prague Society has an advantage over its Czech equivalents in this regard due to its international perspective. And it is this trump card which provides a secure fall back position for the organisation. Perhaps this may seem unfair to many purely Czech NGOs who are attempting to build the sector from within, but as our venerable president once said…. “Professional philanthropy is as ruthless as any hard-nosed business – it is the survival of the fittest!”

Thank you.
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		Partners/ Friends

		Members

		In Kind



757000

927011
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Annual Spend

		DETAILS		DEPOSITS		WITHDRAWALS		TOTALS +/-

		Actual Annual Spend

		Petty Cash (PSIC)				108,729

		Main Bank a/c (PSIC)				348,462

		Foreign Ministers Conf				1,544,038

								2,001,229





Annual Spend

		





FMC Spend

		DETAILS		DEPOSITS		WITHDRAWALS		TOTALS +/-

		FMC Spend

		Hotels and Catering						431,194

		Hotel Praha -- deposit				135,892

		Hotel Praha -- balance				242,977

		Hotel Praha -- extras				33,242

		Foreign Ministry				19,083

		Flights						482,385

		Czech Airlines				234,000

		KLM				93,640

		Malev Air				1,468

		McDougall				23,000

		De Klerk				70,000

		VIP Lounge				60,277

		Taxis and Road Travel						89,007

		Limousines				56,850

		Minibus				18,480

		Taxis				5,256

		Petrol				8,421

		Promotional Material						250,209

		Backboard, badges etc				61,551

		Cardboard folders				24,174

		Brochure				46,704

		Flags				9,760

		Logo				5,250

		Leather folders				90,000

		Other gifts				4,270

		de Klerk books				8,500

		Office (inc. Staff wages)						242,920

		Postage & courier				10,097

		Photocopy				9,287

		Telephone				8,150

		Telephone (Foreign Ministry)				5,000

		Staff salaries (inc tax)				182,786

		Translation				7,600

		Photographs				20,000

		Software and Internet						28,816

		Web page				15,325

		Computer programming				5,500

		Software instalation				7,991

		Ad Spend						29,507

		Amcham advert				5,000

		Vesmir advert				24,507

		TOTAL						1,554,038

		Total						1,554,038





FMC Spend

		





FMC Receipts

		DETAILS		DEPOSITS		WITHDRAWALS		TOTALS +/-

		FMC Donations

		DONATIONS

		Aerovodoc		50,000

		Boeing		50,000

		Citibank		50,000

		Coca Cola		250,000

		DHL		50,000

		Polish Embassy		7,000

		Preciosa		50,000

		Trin Zel.		250,000

				757,000

		DONATIONS IN KIND

		AmCham		5,000

		Daimler Chrysler		50,000

		Hotel Praha		350,000

		InPrint		5,000

		KLM		10,000

		Malev Air		20,000

		Marriott Hotels		300,000

		Microsoft		5,000

		Prague Airport VIP Lounge		60,000

		Prague Post		75,000

		Zatisi		300,000

		Czech Airlines		1,366,037

		Mafra		50,000

		Lord Mayor		50,000

		Canadian Embassy		5,000

		Foreign Ministry		5,000

				2,656,037

		MEMBER DONATIONS

		Barbara		188,000

		Ivan (Vesmir)		25,000

		Norbert		27,020

		Randy		17,000

		Vera		1,000

		MSE Group		496,484

		Positive		164,507

		Other Members		8,000

				927,011

		TOTALS FMC		1,684,011		1,554,038		129,973

		Partners/ Friends		757,000

		Members		927,011

		In Kind		2,656,037

		Total Cost with In Kind						4,210,075

		Total Raised with In Kind						4,340,048

		Difference						129,973





FMC Receipts

		





FMC Cash Donors

		FMC Cash Donors

		Friend		Donation

		Aerovodoc		50,000

		Boeing		50,000

		Citibank		50,000

		Coca Cola		250,000

		DHL		50,000

		Polish Embassy		7,000

		Preciosa		50,000

		Trin Zel.		250,000

		Marc		496,484

		Positive		164,507

		Barbara		188,000

		Members		78,020





FMC Cash Donors

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0





FMC In Kind Donors

		FMC In Kind Donors

		Partner/ Friend		Donation

		AmCham		5,000

		Daimler Chrysler		50,000

		Hotel Praha		350,000

		InPrint		5,000

		KLM		10,000

		Malev Air		20,000

		Marriott Hotels		300,000

		Microsoft		5,000

		Prague Airport VIP Lounge		60,000

		Prague Post		75,000

		Zatisi		300,000

		Czech Airlines		1,366,037

		Mafra		50,000

		Lord Mayor		50,000

		Canadian Embassy		5,000

		Foreign Ministry		5,000

		TOTAL		2,656,037





FMC In Kind Donors

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0






