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CONCLUSIONS AND RECCOMMEDATIONS
 

CONCLUSIONS ON THE CURRENT REGULATION 
1. The term “non-governmental organizations” (NGO) is not the only one used in the legal acts of the Republic of Lithuania to define the third sector organizations. Public organizations, non-profit-making organizations and non-state organizations are the competing terms; nevertheless, NGO is the most well-established, least misleading and most suitable for use due to its meaning, compared to the rest. Regardless its repeated use, both the scope of the term and its relation with other forms of organizations and legal entities cannot be derived from the analysis of legal acts. In general, the NGO term is used in an unsystematic manner and his content has not been detailed anywhere by the legislator, therefore neither the uniform regulation of non-governmental organizations nor perspectives of its improvement can hardly be considered. 
2. The legal form of public establishments is one of the most favourable for the activity due to the liberal regulation therefore the organizations active under this form conditionally represent all three sectors: governmental, non-governmental and business. The most issues of concern pertain to the “mixing” of governmental and non-governmental sector under the same legal form; it allows the budgetary organizations to enjoy exemptions which are inherently intended for the private initiative. Such situation furthermore allows non-transparent processes. Another issue pertaining to the legal form of public establishments is their “duplication” of charity and sponsorship funds; as a result, the separation of main NGO legal forms is inexpedient and ineffective at the meantime. 
3. According to the laws of the Republic of Lithuania, all associations, public establishments and charity and sponsorship funds are public legal persons. Since the Civil Code has established that public service is the purpose of all public legal persons, the non-governmental organizations at present are obliged to provide aims beneficial to the public in their statutes; the NGO’s right to pursue mutual benefit has not been clearly established. Such regulation leads to several negative consequences. Firstly, it limits and discriminates certain initiatives as obviously it should be individuals’ right and not duty to organize in order to pursue public benefit. Secondly, since the organizations’ public benefit has become a declaratory requirement which can easily be satisfied by a correct formulation of their statutes, the activity actually benefiting the society is not encouraged in any way.  
4. The proper formulation of statutes (i.e. implementation of the aims beneficial to the public) and the requirement of a respective legal form are the only criteria of attribution of an organization to non-profit-making entities which makes it unconditionally eligible to the status of the recipient of sponsorship. Thereby every non-profit-making entity is currently eligible to all NGO tax exemptions not subject to any diversification which leads to possible ineffective use of state-allocated resources. Moreover, since currently all non-profit-making legal entities are eligible for the status of the recipient of sponsorship, i.e. the exemptions are not subject to any diversification, such status obviously only enables state authorities to exercise control over flows of sponsorship by means of additional accountability requirements. Considering that the control of such kind could be implemented in a different way, it may be concluded that the present status only causes confusion pertaining to the regulation and produces additional superfluous administration costs. 
5. Non-governmental organizations in Lithuania are usually subject to general standards of administration, documentation of activity and accountability applicable to legal persons and in certain cases the NGO standards are even stricter in order to prevent the abuse of exemptions. Furthermore, as it has already been mentioned, any NGO is subject to all exemptions therefore strict requirements aimed at prevention of abuse are the same to all of them. Their implementation requires specific knowledge which is not equally accessible to all NGOs hindering the activity of some NGOs, the smaller ones in particular.
6. At the meantime the establishment, reorganization, liquidation and amendment of statutes of NGOs as well as of the rest of legal entities are carried out in two stages: all documents are approved by notaries and subsequently registered in the Centre of Registers. This comparatively new procedure has not been revised since its implementation therefore issues of concern pertaining to it should be identified, as the experts suggest; they include the increased costs of the service, application of profit-making legal persons’ standards to NGOs, fewer possibilities of “self-defence” from inappropriate interpretation of laws, more confusion and the resulting restriction of NGO dynamism. It can reasonably be concluded that both procedures of establishment of organizations and of amendment of their statutes are overly complicated and are becoming more expensive and time-consuming. The increase of organizations’ establishment costs potentially hindering the founding of new NGOs should be paid particular attention.
7. The laws amended in 2004 are generally distinguished by concise and purposeful regulation; nevertheless, it is necessary to point out that despite this welcome trend some unjustified limitations of the organizations’ structure have remained resulting in the reduction of organization s’ possibilities to implement the structure most suitable for them.
8. Furthermore, the documentation requirements of NGO activity usually pertain to the general procedure applicable to legal persons; additional requirements are applicable in certain cases.  All these “documentation requirements” have not been differentiated anyhow according to the organization’s activity. Hence they impose a burden of persistent administration of activity upon all organizations and are therefore redundant in most cases. 
9. Following the removal of provisions regulating the voluntary work from the Labour Code of the Republic of Lithuania and subsequent expiry of the Orders of the Government on the procedure of organization of voluntary work in 2006, no legislative framework specifically concerning organization of voluntary work remained in Lithuania. The main questions inquired by organizations in the light of the present regulation in Lithuania are the following: whether there is a need of documentation of both relationships between them and volunteers and the volunteers themselves in the organizations concerned; and what kind of tax treatment should be applied to compensation of the volunteers’ expenses.
10. Only organization with considerable resources and potentials necessary for the engagement of responsible experts may satisfy all organizations’ accountability and accounting requirements. In the absence of such expert, the process is in most cases carried out by the manager. It can be concluded that initiative-based organizations of purely voluntary nature have first of all look for funds in order to hire an accountant while the development of other activity should be given second priority. 

The scheme of the current regulation
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One of the main disadvantages of such regulation is the absence of possibility of easy establishment of small NGOs of pure voluntary nature due to overly numerous bureaucratic requirements. Individuals have no possibilities to easily organize themselves and “grow” to something more important, i.e. the organizations are not allowed to choose the level and timing of exemptions and corresponding accountability.

PROPOSALS FOR AMENDMENTS OF LAWS
NGO definition and its implementation 

The legislator is advised to use the term of non-governmental organizations in a narrow sence and to avoid its use in a broad sense or otherwise clearly indicate that in the context of that particular law or other legal act the NGOs include all organizations except state institutions and enterprises. NGOs in a narrow sense (proposed definition) are legal persons independend from the state and municipality institutions pursuing their aims essentially according to their internal procedure and their membership is not subject to legal requiremets and other essential objective circumstances. This definition should necessarily be separated from other simikar terms and the uniform understanding of the society and the legislator about what are NGOs and especially what they are not. The introduction of the definition of non-governmental organizations in the documents of strategic nature is the most suitable means to create the proper traditions of the use of the NGO term as the NGO concept (as well as NGOs themselves) is constantly changing therefore the introduction of the term in a law could partially limit NGO development. The regulation in a document of strategic nature leaves enough possibilities for future discussions.
Public establishments
It is suggested to reform the legal form of public establishments moderately yet essentially. It would be first of all recommended to leave this legal form with the only purpose of provision of public services. Moreover the Law on Charity and Sponsorship Funds should also be amended removing the limitation of the funds’ activity to the provision of sponsorship and aid of other kind, while the NGOs acting as public establishments at the meantime should be allowed to re-register as funds according to a simplified procedure. Thereby the public establishments could be gradually transferred outside the scope of NGOs; the issue of the excess regulation of main NGO legal forms would be resolved accordingly.
Public benefit status and organizations’ privileges 
The state should encourage actual and not declared public benefit of organizations therefore introduction of the status of public benefit is proposed. The status could be granted not by defining the organizations aims only but the number of the recipients of benefit and the scope of the activity beneficial to the public as well. The organizations with the public benefit status would be granted additional privileges of various kinds and correspondingly imposed additional accounting requirements. That would allow limiting other organizations’ eligibility to certain exemptions as well as corresponding accountability requirements. In general, the organizations would be allowed to opt for additional responsibility and requirements. However, the status would be useful in practice if only the registration, activity and its documentation as well as accountability requirements applicable to organizations without such status would be reduced to the point that they would become easily comprehensible and could be fulfilled without external assistance of experts (accountant, lawyer, etc.). There should be gradual transition to the public benefit status, starting with the tightening of the status of the recipient of sponsorship, establishment the adaptation period for the institutions and NGOs and finishing with the revision of the exemptions conferred to the public benefit NGOs. 
Procedure of organizations’ establishment and amendment of their statutes; requirements of structure and documentation of activity 
It is crucial to start the discussions concerning the possibilities to make both procedures of registration of documents and documentation of activity favourable to the development of the NGO sector, since the current procedure creates an image in the society that the participation in the third sector is overly complicated and time-consuming. Meanwhile in order to promote the individuals’ participation, it is important to enable realization of their initiatives in an easily accessible, clear, expeditious and inexpensive way. The means of exclusion of the NGO sector from the system of two stages should be considered, resolving the issues of communication with the notaries first of all. It should be taken into account that there is a worldwide practice widespread in many states enabling the registration and re-registration by means of electronic communication. The establishment procedures would obviously be facilitated by differentiation of the organizations themselves as well by concise and less demanding legal regulation. It follows from the foreign practices that more possibilities for NGO self-governance should be preferred over the strengthening of state-imposed requirements. Provided all abovementioned measures are integrated in a balanced way the NGO legal framework in Lithuania would not only become favourable for the development of the sector but also attractive to foreign NGO initiatives. 
Regulation of voluntary work
The absence of regulation of voluntary work is neither beneficial nor harmful in itself, nevertheless, it is crucial to analyse the situation in Lithuania and to decide upon its improvement by means of regulation. The state-approved strategy on the encouragement of the voluntary activity in general and its potential benefit for tasks of other fields of policy would be one of such possibilities. The state should in any case ensure the protection of large groups of volunteers, such as minors, international volunteers and working in hazardous conditions, etc. New legal acts or proper interpretation of existing ones are also necessary in order to resolve the issues faced by organizations concerning the documentation procedure of volunteers and tax treatment of compensation of volunteers’ expenses. 

Financial accounting and accountability
It follows from the NGO poll that organizations are actually unable to deal with accounting and accountability on their own (without expert assistance). The situation might be resolved in two stages. The first and foremost proposal is the diversification of tax exemptions. By differentiating the tax exemptions themselves the accountability requirements and pertaining limitations to organizations could also be diversified. The following stage would be the simplification of requirements of contents of the reports making them comprehensible to organizations’ volunteers experts of finance aside.  
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Two sectors under the legal form of public establishments – a possibility to benefit from exemptions aimed to encourage private initiative 
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Compulsory implementation of public benefit purposes in the statutes, however the beneficial activity itself is not encouraged 











Not agreed, what are NGOs








Uniform requirements of control (on the registration procedure, documentation of activity, accounting and accountability).





The same tax exemptions
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NGOs with the public benefit status





The main principle – allowing NGOs to choose





To gradually introduce the status of public benefit which would be subject to objective criteria (aims ,activity, beneficiaries) and make it accessible to all NGO by means of a respective mechanism 


Encite by additional tax exemptions an other concessions of other kind; 


To leave the current administrative requirements and introduce additional requirements for self-control. 














Reduce and simplify the requirements of establishment, administration and accountability





Limit certain privileges 








Reach an agreement on the NGO concept  and separation of public establishments 
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