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INTRODUCTION

The democratic coalition, the national government of the centre accepts as its own the ideal of civil society, but it does not wish to appropriate it. The government does not want to rule but serve, and can only do so in co-operation with its citizens, and in partnership with the organisations of civil society. Civil society is one of the foundations on which the activities of the government are based.

The government is committed to the ideal of civil society both in theory and practice. The government is firmly resolved to keep the nation on the path of European social evolution, which is historically the route to the freedom of citizens, civil associations, and self-organisation. The Hungarian nation can be proud of the liberal thinkers of the Reform Age in the 19th century, and later, the greatest Hungarian social scientists who always stood for this route. 

Civil society in Hungary

Civil society has significant historical precedents in Hungary. The political transformation in 1989 brought with it the re-birth and strengthening of civil society. The rhythm of life of civil society should not be determined by the cycle of parliamentary elections. The significance of civil society derives from its operation independently from the government. The democratic coalition, the national government of the centre will do everything in its power to broaden and strengthen civil society, which is the solid basis of a truly democratic society.

There is no democracy, national solidarity, social dialogue, and workable interest reconciliation system without a strong civil society. The future Hungary is only able to offer to its citizens security and welfare if they can count on the systematic representation of their interests and aspirations, if the community is built on co-operation and solidarity. Together with the democratic institutions based on representation the government values the functioning of direct democracy of which civil society organisations (CSOs) are a continuous part. The civil sector embodies such human values as independence, personal initiatives, pluralism and solidarity. 

The operation of CSOs is served by government policy that deems indispensable the civil control of government and local authorities, the division of work between the government/local authorities, business sector and civil society organisations and their co-operation. Government policies respect the independence of the organisations, and increase their resources without making its assistance subject to considerations of political parties. The government recognises that the effectiveness of the operation of state functions is increased by sharing public functions – in full or in part – with society through the co-operation of state bodies and institutions with the civil sector.

Inevitably, since the political transformation the progress and development of civil society in Hungary has not yet reached the extent that can be regarded as satisfactory. The government therefore endeavours to ensure that the results achieved are preserved, the already created structures of civil society are maintained and strengthened, and a society based on citizens’ democracy is developed further. The government will not directly interfere or adopt a paternalistic attitude, and it therefore expects its citizens to establish and develop further civil society for themselves and their fellow citizens. Only in this manner can Hungary belong to every citizen.

The government – in accordance with its duties deriving from the constitution of Hungary – feels responsibility towards Hungarian civil society in neighbouring countries and supports it. It assists the co-operation and the development of contacts between the Hungarian civil sector in Hungary and in neighbouring countries. The strengthening of Hungarian civil society in neighbouring countries is one of the cornerstones of Hungarians remaining in their place of birth and retaining their national identity.

I. CHARACTERISTICS OF THE HUNGARIAN CIVIL SECTOR

In Hungary today it is an accepted paradigm that in a market economy and democratic society three sectors normally come into existence: the business, state (local authority) and civil sectors.

The division of labour and the co-operation between the three sectors is in the process of development. At the same time and in conjunction with the results achieved there are irregularities (or sometimes too strict regulations) and uncertainty.

There are some unclear concepts: civil society is broader than the total number of formalised civil society organisations, since it also includes informal associations and individual initiatives. The international literature precisely defines the criteria that characterise CSOs: institutionalisation, internal organisational structure, independence from the government, self-representation, self-governance, prohibition of profit distribution, and volunteerism. Organisations established for political or religious purposes are not considered to be classical civil society organisations. These criteria are also confirmed in Hungary’s literature on the subject. 

In Hungary today, in accordance with current legislation, there are some 60,000 different nonprofit organisations that mostly comply with the above criteria and are registered in court. Of these the Central Statistical Office considers 47,000 to be operational. This number indicates that since the time of the political transformation a main feature has been the quantitative increase of CSOs, which was especially the case in the first half of the 1990s.

The large number of CSOs increasingly ensures a framework for the self-organisation of society. The classical signs of autonomy, volunteerism, and self-organisation and donation have appeared and tens of thousands of citizens are offered a place for the development of their individual capabilities. The development of cross-sectoral public services has started. CSOs provide alternative or additional possibilities in the areas of education, culture, health and social welfare. The creativity of citizens and their empathy towards those who are living on the periphery of society has become apparent. A diverse and varied Hungarian civil sector has developed in one decade. 

Among CSOs there are:

· self-motivated organisations;

· organisations providing services and collecting and distributing donations;

· advocacy organisations;

and their alliances and umbrella organisations.

Together with the positive tendencies described above, the sector faces a number of tensions:

· Strong differentiation has evolved among CSOs. There is a majority of classical organisations (private foundations, associations, social organisations) that are mostly economically weak and fragile. Public foundations, public bodies and public benefit organisations comprise 5.4% of the sector and at the same time received 40% of the total income of the civil sector in 2000. Organisations with their headquarters in the capital (Budapest) received 63% of the revenue. A narrow circle of professional organisations has evolved which mostly obtain their revenue from public budgetary funds, and are strongly bound to the government and local authorities.
· In 47 items of the 2001-2002 budgetary legislation of Hungary, almost HUF 150 billion were allocated as funds available for civil society organisations with a lack of principles set for accountability and transparency. Because of the lack of publicity a large number of CSOs are not aware of the availability of these funds and there is no information on their utilisation.
· In total 28.4% of the civil sector’s income came from budgetary sources in 2000 (in 2002 it will probably reach 30%). This figure has increased from previous years, but is still below the level of European Union countries (40% to 60%). The Hungarian civil sector is under-financed by the government and local authorities. The distribution of the budgetary funds is unbalanced.

· Since the political transformation – with differing intensity – the civil sector has been also subject to the policy of “governmental domination”, which has strengthened the divisions, the lack of solidarity and the expectations of paternalism. The feeling of political dependency became especially apparent in the past four years.
· Following the formalisation of the status-legislation of CSOs the time has come to differentiate their financial legislation. Today, almost the same obligations apply to an organisation with an annual income of one hundred thousand HUF and one with one hundred million HUF in book-keeping, the supply of information and the declaration of income.
· The sector is divided: instead of co-operation rivalry dominates. A unified model of representation has not developed. A few umbrella organisations operate with some trying to present themselves as the sole, legitimate representatives of civil society.
The objective development of the sector, the accumulated experiences, the need for democracy in society, the desire for public good and the change in the political environment have created an opportunity for Hungarian CSOs to achieve a qualitative improvement in the coming period. A necessary stipulation for this is a conscious civil strategy on the part of the government, which is both tolerant and self-restraining. 

II. PRINCIPLES OF THE CIVIL STRATEGY OF THE GOVERNMENT

The key statement of the civil strategy of the government is in the government’s programme under the heading: “Autonomous civil society regarded as a partner by the State” (Chapter II, paragraph “A”, point 4). In accordance with its programme the government

· recognises and acknowledges the importance of CSOs in the achievement of democracy in society, and the establishment of the citizens’ rights and individuality;
· respects the independence of CSOs, considers the control by CSOs to be natural and necessary;
· wishes to end the political dependence of CSOs;
· regards CSOs as important actors in the process of European integration of cultures, citizens and individuals;

· regards as indispensable the activities of CSOs in the field of volunteerism, self-organisation, self-help and the strength of social solidarity in shaping the nation and the creation of variety in everyday life;

· considers CSOs and their legitimate representatives to be an organic part of social dialogue and interest reconciliation in society;

· wishes to support the regional co-ordination of CSOs in order to promote their operating and advocacy positions;

· in the spirit of open legislation ensures the possibility of participation of CSOs in the preparation of laws and expression of their opinion;

· ensures the legal framework for the operation of CSOs;

· participates in the creation of financial resources indispensable for the activities and operation of CSOs;

· relies on CSOs, on the basis of the principle of sector-impartiality, in the provision of public services and a wider division of labour in: health care, education, social services, culture, environment, nature, etc.;

· expects CSOs to take an active role in the development of a knowledge-based and information society;

· creates legislation to enable CSOs to join in the processes of local and regional development;

· relies on CSOs in serving different fields of interest protection (e.g. consumer protection, environment, human rights, minority rights, health care);

· promotes the integration of Hungarian CSOs into the European and international networks of CSOs, the development of “civil diplomacy”;

· is ready to establish partnership relations on an equal footing with legitimately chosen representatives delegated by the civil sector;

· promotes the development and strengthening of a coherent public policy approach that values the civil sector;

· expects all bodies of public administration to display, in their attitudes and activities, an exemplary model for the local authorities to follow the above principles;

· expects ministries and bodies of national authority to determine their own tasks in this field in the spirit of the government’s civil strategy, and to develop these tasks in conjunction with partner CSOs into civil strategies for their own sectors.

III. 
ELEMENTS OF THE CIVIL STRATEGY OF THE GOVERNMENT

1. The government will make the operational and financial regulations of CSOs transparent, consistent and simpler. To achieve this it shall ensure that the necessary proposed legislation is tabled in Parliament.
· There is a need to amend the existing status-legislation (law on association, Civil Code) regulating the foundation and operation of CSOs in accordance with the changing circumstances. The necessity and possibility of a comprehensive law on civil society should be considered.
· With five years of experience, the effectiveness of Act CLVI of 1997 on public benefit organisations needs to be analysed and its review and internal legal harmonisation carried out.
· The possible benefits of providing state properties to CSOs must be examined.
· There is a need to make more accurate regulations in the transfer of duties to organisations of public benefit status and in the formal and fiscal conditions of co-operation in public service provision, that are encompassed in the Public Finance Act and government regulations.
· The so-called “1%” Act (Act CXXVI of 1996) must be reviewed and the following considered:
· “civilianisation” of the circle of beneficiaries (at present government funds, budgetary institutions and other organisations can also be beneficiaries);
· appropriate conditions must be created for the non-allocated portion of the 1% income tax to serve the interest of the civil sector.
· Together with the review of book-keeping it is necessary to differentiate the legislation regulating the operation and finances of CSOs in accordance with the size of their income, since almost half (48.5%) of the CSOs have an annual income of less than 500,000 HUF. Under the Act on Accounting it is still possible for other organisations that have an annual income below 50 million HUF to choose single-entry book-keeping.
2. The government notably increases funds for CSOs, and ensures that the necessary legislative proposals are submitted to Parliament. By the end of the current governmental cycle the target is to increase the share of public funds in the income of the civil sector to 40% (the lower level of European Union countries). At the same time, the government will ensure and call to account the publicity of the tendering, allocation and utilisation of public funds:

· Besides the availability of public funds, normative assistance should also be increased, with the reduction of individual decisions. The objective basis for this is the establishment of the principle of neutrality in the provision of public services in the civil sector. 

· The transfer of public services and their contracting out must also be accompanied by the hand-over of the necessary resources.

· There is a need to carry out an itemised examination of funds directed to civil society in the annual budgetary legislation, and easy-to-follow regulation must be established.

· The foundations exclusively founded by governmental (budgetary) institutions must be transformed into public foundations, and further financing must be made provisional on this transformation.
· The government will submit proposed legislation for the establishment of a National Civil Fund. The source of finance of the Fund will comprise the non-allocated portion of the 1% income tax and other revenues. Civil sector representatives must comprise the majority in the bodies that decide on grants from the National Civil Fund. The establishment of the National Civil Fund does not result in the decrease of other financial sources of CSOs.
· Additional problems are posed in grant-giving to mostly small (but very useful) organisations which are important mainly to small communities. These organisations do not provide public services and have limited chance of winning programme-financing grants. The National Civil Fund (and many similar local funds) provides solutions for them too.
· The possibility must be examined to ascertain that profits re-invested by CSOs in their own basic activity qualify for exemption from company tax.
3. CSOs shall be active participants in the decision-making process on the strategic questions which are decisive for the future of Hungary. The priority question in the current governmental cycle is Hungary’s accession to the European Union. Hungary’s membership also means the integration of its civil sector, every citizen and also every CSO. CSOs have an important role in ensuring the success of the referendum on EU membership, in providing information on the European Union to citizens. Great importance is attached to the:

· impact of the integration of European Union policies on the economy;

· freedom of movement of goods, services, persons and capital from the perspective of the civil sector;

· establishment of contacts with international development and aid organisations, and the availability of various European Union grant schemes to CSOs;

· assistance provided by the government to CSOs for effectively obtaining funds from European Union sources;

· integration of the European Union’s positions and recommendations into Hungarian legislation;

· synchronisation of the national interests with the European ideal. 

The independence of the civil sector, the clarity of funding and grants to CSOs, and the professionalism of the services provided by CSOs are all equally important expectations of the European Union. The government ensures that these expectations are met in legislation and co-operation with CSOs.

4. The unified registration of CSOs that receive grants from budgetary sources will provide the possibility to exclude parallel financing, and will make it possible to develop and monitor the co-financing system, and to explore disproportions, deficiencies, territorial inconsistencies and sectoral differences in the financing mechanism. A long-term target is the simplification of public debts registration, and to reduce the bureaucracy involved in the certification of justification for grants.

5. Private giving and volunteerism can be an important resource for the civil sector. At present, the personal income tax legislation allows private persons to reclaim 30% of their cash donations from their income tax. In the case of organisations of public benefit and special public benefit status the maximum limit is 50,000 HUF, and 100,000 HUF respectively. These amounts do not encourage giving. Private persons cannot obtain benefits either through in-kind donation or voluntary work. The strategic aim is to encourage private persons to increasingly contribute to the resources of CSOs. Therefore the following actions should be considered:

· to allow income taxpayers to deduct a greater proportion of a donation from their taxes;

· the better recognition of voluntary work through legal regulation promoting voluntary work.

6. An important element of the government’s strategy is to involve CSOs in the preparation of legislation which regulates the civil sector’s activities and serves its interests. At both governmental and ministerial level there is a need to establish mechanisms of co-operation and channels of communication which ensure interactive contacts. Various, often opposing and rival opinions should be received with empathy and tolerance. An important element of regulation of the civil sector is a positive attitude of the government and governmental offices towards CSOs which are inexperienced in public administration practices. For this purpose public administration examinations and related training should be broadened with topics related to the civil sector and CSOs.

7. Since CSOs – to differing extent – are present in every area of life (education, culture, health care and social welfare, environment and nature, public safety, sport, local development, consumer protection, human rights, etc.), they should be involved not only in the legislation affecting the civil sector but also in the process of open legislation procedure. The legislation on lobbying and advocacy to be enacted should have a separate chapter on CSOs.

8. The Hungarian civil sector employed 62,500 persons in 2000, and the number of voluntary workers exceeded 400,000. Due to the contracting out of public services to CSOs the number of voluntary workers and employees is expected to increase in the future, which could become a new ground for creating workplaces. The development of human resources is also a demand in the civil sector. In higher education and equally in technical education it is possible and necessary to teach the topics related to civil and nonprofit organisations in the framework of accredited education. It seems useful to extend scholarships and study visits abroad for future graduates interested in the civil sector. At the same time the establishment of separate nonprofit majors in the curriculum cannot be a strategic target.

9. Civil organisations could be the actual and many-sided users of the information system of the government and solid partners in the development of information society. Tele-cottages and Civil Services Centres, civil IT initiatives are the most important information bases for local CSOs, which can become the creators and users of the interactive exchange of information and electronic transactions. The public educational institutions and information bases operating as businesses can be used for this purpose. The aim of the government strategy and its principal interest is to help these organisations and to co-operate in creating the objective conditions for the above activities.

10. The government considers it timely and important to establish, similarly to already operational Civil Service Centres in 19 counties, the Budapest Regional Civil Service Centre in the capital. It is ready to assist financially the service centre in co-operation with the Municipality of Budapest, whilst respecting the principle of autonomy.

11. In the realistic evaluation of the social processes and the activities of the civil sector, the government is committed to rely on the supply of statistical data and relevant research, including publicity and availability. In addition to the evaluation of the general tendencies in the civil sector, it is important to encourage and support those specific research activities which are aimed at analysing the effects of contracting out public services, the consequences of European Union accession, volunteerism, the democratisation of society, and the role of CSOs in these processes.
12. The partnership between the government and the civil sector makes a legitimate representation of the civil sector necessary. It is the internal affair of civil society to establish such a representation. It is the government’s basic strategic interest to support the autonomous establishment of such a partner. At present previous unsuccessful attempts and passionate arguments require a high degree of tact and self-restraint. At the same time, it is not in the interest of the sector for the appointment of a legitimate civil representation to remain unsolved or deferred for a long time. The rights of this civil representation could include:

· participation in the preparation of legislation relating to the civil sector;
· giving opinion on the chapters in the annual budgetary legislation relating to the civil sector;
· advocating civil sectoral interests at government bodies dealing with social dialogue, and in different reconciliation procedures and processes;

· initiatives to further develop activities of the state;

· practising all advocacy functions which are deemed necessary by the civil representation.

13. The government and the future civil representation in collaboration with civil society experts will examine the social necessity of and legal requirement for the establishment of a civil public body. The work of this public body could include:
· assistance in the registration of CSOs;

· giving opinion in judging public benefit status of CSOs;

· providing supervision of the above process;

· collecting, keeping a record of public benefit reports and reports on the use of 1% income tax allocations;

· on demand co-operation in registration and annulment procedures, legal supervision, Audit Office, tax authority and public administration procedures;

· publication of the Public Grant Journal;

· carrying out expert activity on questions of civil society;

· on demand carrying out legal information activity, legal justification, arbitration preceding legal dispute;

· providing services (information, tenders, legal and financial consultancy, training, etc.) for CSOs.

14. In order to give greater direction to the social dialogue, and for as long as other structures are unable to fulfil the task, the government will provide opportunities for the main actors of civil society to undertake, on a voluntary basis, a dialogue with government representatives on issues of mutual concern. It looks forward to hearing from CSOs that are willing to describe the processes underway in society, to present any problems arising, and to co-operate in overcoming such problems. 

Reflecting the subject areas raised by CSOs, the government undertakes to appoint government staff in charge of holding discussions, to examine the problems in all detail, and to make such discussions regular and open to the public.
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