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The scope of the review 

 

The review focuses on the financial data of associations and foundations from 2015 
to 2018 in order to compare and identify quantitative and qualitative changes in the 
sector. In order to describe quantitative changes, the 2019 data were also used, 
although access to them was limited at the time of writing the review. The review was 
compiled by obtaining and analyzing data from multiple sources using secondary 
data – data collected by governmental and non-governmental organisations (NGOs). 
Data of statistics have been collected from the following registers: State Revenue 
Service, Ltd. “Lursoft IT” and the State Treasury. 

The data included in the review indicate the development progress and possible 
trends of the NGO sector. NGO sector refers to the activity of associations and 
foundations. Other forms of organized civil society – political parties, trade unions 
and religious organizations – are not addressed or analyzed in the review. 

The goal of the review: to conduct a financial research of the sector in order to 
identify risks and opportunities. 

Expected outcome of the review: the findings and materials developed will serve 
as a basis for negotiations with the public administration, offering a constructive, data 
and fact-based dialogue.  

Topicality of the review: the research investigated the financial flow of the non-
governmental sector, its amount and source, as well as aspects related to their 
effective attraction and management.  

 

Association “Civil Alliance – Latvia” is responsible for the content of the “Review of 
the NGO sector in Latvia: number, activity, finances 2019”. 

Financially supported by: 

 

 

 

 

 

 

 

 

 



2 

 

 

General characteristics of the operation of associations and foundations 

 

Total number of NGOs 

According to Lursoft data, as of January 1, 2019 there were 23, 838 public 
organizations, associations and foundations (including in the register a wider range of 
entities than associations and foundations) registered and active (not liquidated) in 
Latvia. However, according to the data provided by the SRS, in 2018 the number of 
associations and foundations is 22 869, of which 2 897 or 12.7% of all NGOs are 
public benefit organizations.  

Figure No. 1 

 

 

Figure No. 2 
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However, when looking at the number of NGOs, it should be noted that not all 
organizations are actually active. One way to check this is to see how many 
organizations submit annual reports. According to data, 25.4% of registered 
organizations did not submit annual reports in 2018. In addition, the Register of 
Enterprises in the Working Group on the Financial Sustainability of NGOs and the 
Legal Framework for Public Benefit Organizations (PBO) established by the Council 
for Implementation of the Memorandum of Co-operation between NGOs and the 
Cabinet of Ministers reported that when looking at the non-submission of the annual 
reports over a 3-year period, it was discovered that 4 342 NGOs (18-19%) have not 
submitted annual reports in the last 3 years, which is a reason to believe that 
practically out of a total of 22,286 organizations, 17,944 were actually operating. 

Figure No. 3 

 

 

Number of NGOs in the regions 

The largest number of organizations is in the capital of Latvia, Riga (9 676 or 42% of 
all non-liquidated organizations in Latvia). By region, Riga region has the largest 
number of organizations – 4 300 active organizations. In Riga region also a trend 
with the largest increase in the number of organizations can be observed – in 2018, 
the number of organizations in Riga region increased by 20.7%. Looking at the 
density of non-governmental organizations in Riga and Riga region, overall, 13 976 
organizations or 61% of all Latvian organizations can be considered active here.  

In Kurzeme there are 2 986 non-governmental organizations or 13% of all non-
liquidated Latvian organizations. In Vidzeme, 2 007 organizations or 8.8% are 
registered and not liquidated, in Zemgale – 1 917 active organizations or 8.4% of all 
Latvian organizations, while in Latgale – 1 983 active associations and foundations or 
8.6% of all active Latvian organizations. In addition, statistics show that while there is 
a trend towards a gradual increase in the number of organizations in Latgale and 
Zemgale, with a faster growth elsewhere in Latvia, in these regions, the percentage 
of previous CAL sector research in 2015 has decreased in relation to other regions. 
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Figure No. 5 

 

A similar picture emerges in the regions with the largest number of PBOs, i.e. the 
largest proportion of PBOs is in Riga city and Pierīga, which makes 1 739 
organizations or 60% of all Latvian PBOs, in Kurzeme – 345 or 11.9%, in Vidzeme – 
333 or 11.5%, in Zemgale – 245 or 8.5%, in Latgale – 235 or 8.1% of all PBOs (See 
Figure No. 5). 

 

NGO density 

It is important to measure the density of non-governmental organizations per 1000 
inhabitants, as it indicates possible trends in public processes in particular 
communities, an indicator of the extent to which civil society is involved in the 
activities of the organized civil society. However, it mainly refers to the manifestations 
of self-organization in society. The density of NGOs is calculated as the ratio 
between the number of organizations registered in the municipality and the number 
of residents.  

The density of NGOs is increasing. In 2013, there were 8.5 AF per 1000 
inhabitants on average, and at the beginning of 2016 the number was 9.4, while at 
the beginning of 2019 the density reached 12.4.    

The highest density of associations and foundations is in Saldus (in 2013 – in 
Pāvilosta). In Saldus municipality there are 19.3 NGOs established per 1000 
inhabitants. The second highest NGO density per 1000 inhabitants is in Ozolnieki 
municipality, followed by Salacgriva municipality. Riga ranks 8th in NGO density.  

The municipalities with the lowest NGO density in Latvia should also be mentioned: 
1) Zilupe municilipality -– 2.6 (in 2013: 1.49) organizations per 1000 inhabitants; 
Vaiņode municilipality – 5.3 organizations, in Viļāni, Auce and Varakļāni 
municilipalities – 6.2 organizations per 1000 inhabitants are registered (see Figure 
No. 6, No. 7, No. 8). 
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Employment in the associations and foundations 

The determining factor for NGOs is mainly that they are non-profit organizations. 
They rarely have a regular income, ,therefore, there are not many associations and 
foundations in the NGO sector in Latvia that can provide full or even part-time paid 
employment for a longer period of time, as NGOs are mainly funded through fixed-
term project activities. Statistics provided by the SRS from annual reports of 
associations and foundations confirm that the average number of salaried 
employees in the organization is one (see Figure No. 9).  

As the SRS does not have information on the workload of employees working in 
associations and foundations (full-time, part-time, half-time), and the SRS does not 
have any data on the basis of what kind of employment contract the employees are 
employed, it is not known to what extent these employees are employed. However, 
the data reveal an interesting trend in 2018, where there was a rapid increase in the 
number of employees. While in recent years the number of employed has been in the 
range of 17 – 19 thousand, a sharp leap has taken place during the year, and the 
number of employed persons has increased to almost 30 thousand. It is important to 
mention that the number of employees does not mean employment on the basis of 
an employment contract; employment may also be based on other forms of contract, 
including author’s remuneration contract and contract for work performance, which 
means part-time or piecework employment.  

Figure No. 10 

 

With the increase in the number of persons employed, the total income of employees 
has also naturally increased - from EUR 74.1 million in 2017 to EUR 92.3 million in 
2018 (see Figure No. 11). At the same time, looking at the income of employees, 
within the framework of one year, the average pay has decreased per person in 
2018, which can be explained by the fact that employment in organizations is not 
likely to be the main job on a contract basis, and non-governmental sector is 
dominated by the recruitment of employees for performance of specific works. 
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Figure No. 12 

 

 

Fields of activities/sectors of associations and foundations 

The activities of associations and foundations can be viewed by the breakdown in the 
following categories: 

1) classification of associations and foundations according to their field of activity 
in accordance with the Regulation No. 779 of the Cabinet of Ministers 
“Classification Regulations for Associations and Foundations”; 

2) Statistical classification of economic activities (NACE). 

As the legal framework requires that employers’ organizations, associations of 
employers’ organizations and trade unions register the field of their activities in the 
register, and that for associations and foundations already registered this is not a 
mandatory requirement, as well as it is allowed to indicate in the register, if 
necessary, several fields of activity for foundations or “Not elsewhere classified 
association or foundation”, the statistical data currently available are incomplete. In 
total, only 3 617 records have been made, not including the number of organizations 
but the total number of fields of activities. There are organizations in the register that 
have identified many areas of activity, for example up to 11 areas of activity; 
therefore, the organization appears in this data 11 times. If each organization is 
selected only once, there can be found only 1 869 NGOs that have indicated their 
field of activity in the Business Register. 31.12.2018. 94% of NGOs registered in the 
RE have not specified a particular type of occupation and 89 NGOs have referred to 
their activities as “Not elsewhere classified association or foundation”.1 

Also in the NACE code register, a large number of NGOs have chosen to indicate 
that they are active in the field of social organisations (41%) rather than indicating a 
specific field/sector. However, data from the last 4 years show that the number of 
organizations that have not indicated the sector has decreased from 11% to 7%. 

                                                
1 Risks associated with money laundering and terrorist financing for legal persons and non-governmental 

organizations 
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However, among the organizations that have indicated their field of activity, the most 
common are: 1) sports activities and amusement and recreation activities; 2) 
real estate activities; 3) education.  

Figure No. 13 

 

 

PBOs mainly prefer to indicate “Activities of other membership organisations” (1 371 
PBOs or 49.3%), while the areas in which the PBOs most commonly operate are 1) 
sports (743 PBOs or 26.7%), 2) education (189 PBOs or 6.8%), 3) culture (186 
PBO or 6.7%). 

Figure No. 14 

 

However, according to the data provided by the SRS for 2017, the most common fields of 
activity according to the granted fields of activities for PBOs are 1) sports (981), 2) charity 
(907), 3) civil society development (847), 4) promotion of culture (619) and 5) social 
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assistance (489). It is important to note that PBO status can be granted to a single 
organization in several fields of activity, therefore, the list of organizations does not indicate 
whether the figure in question represents organizations whose activities serve the public 
good solely in the named field. 
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Finances of associations and foundations 

 

Data provided by the SRS show that only 11 526 NGOs have reported financial 
activity in their annual reports, therefore, it follows that out of 22 869 registered and 
active (non-liquidated) NGOs, only 50.4% of NGOs are financially active.   

Figure No. 15 

 

 

Structure of NGO revenues and expenditures 

When looking at the total revenue and expenditure of the NGO sector, there appears 
to have been a slight decline in revenue and expenditure in 2018. The total revenue 
of associations and foundations amounted to EUR 434 million, while expenditure was 
EUR 427.6 million.  

Figure No. 16 
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However, an interesting picture emerges when PBO revenues are deducted from the 
total revenue of the sector. According to statistics, 49% of all finances in the sector 
have been generated by PBO or 2 897 organizations. At the same time, data 
however show that 2018 was the first year in history for PBOs, which ended with 
a negative balance sheet, with a decline in revenues and expenditure exceeding 
revenues (see Figure No. 17). 

When looking at the structure of the income of associations and foundations by 
financial sources, it can be seen that the three most important sources of finance, 
which have remained unchanged in recent years, are: 1) economic activity; 2) grants; 
3) donations. At the same time, after the implementation of the tax policy reform in 
2018, the amount of donations has dropped rapidly – the drop has amounted to  
EUR 23.5 million. As a result, the incomes of others have naturally increased, with 
NGOs changing their funding models.  

Figure No. 18 

 

In turn, in the revenue structure of the PBO, although the most significant sources of 
finance are the same as the ones for NGOs, donations have been explicitly the most 
important/largerst source until 2018. 

Figure No. 19 
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Figure No. 20 

 

 

A closer look at the revenue categories in the different fields of NGO activities 
reveals several nuances that need to be explored in more detail: 

1) In education, there is a clear increase in membership funding; 
2) Economic activity is strong in the fields of social care and real estate. In the 

field of social care, this can be explained by the delegations of the 
municipalities and the state regarding provision of social services; 

3) There are interesting nuances in areas such as: 
1. Inheritance revenues are high in organizations which have identified 

that their principal activity is the provision of credit services; 
2. A large proportion of grants appear to organizations which are acting 

as mediators in placement of advertisements in the mass media. 

Figure No. 21 
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* The TOP 5 revenue categories by revenue type are highlighted in yellow; those NACE 
sectors that are “standing out” from the overall trend for specific types of revenue are circled 
in red.  

However, it should be taken into account that according to publicly available 
information2, for example in the field of education - in 2018 the International School of 
Latvia collected EUR 5.74 million in membership fees, the International School of 
Riga - EUR 3.88 million, which suggests that statistics and tendencies can be 
created by small organizations.  

 

Data analysis of expenditure positions 

The analysis leads to the conclusion that other expenses form the largest part of 
the expenditure structure, followed by salaries (the salaries calculated for NGO 
employees during the reporting year before deduction of taxes (gross amounts) and 
then material expenses (used materials purchased, materials received as a donation 
or gift, goods and other supplies). In the structure of expenditures of associations and 
foundations in 2018, “other expenses” amount to 51% (mostly expenses related to 
office maintenance), salaries – 20%, material expenses – 12% (see Figure No. 22).  
The expenditure structure of the PBO is different and the major positions of 
expenditures are: other expenses (47%), cash payments to people (24.9%) (cash 
payments to people in order to promote public benefit purpose activities), salaries 
(22%) (see Figure No. 23). 

Figure No. 24 

 

 

Revenue from economic activity 

NGO finance statistics show that operating income is generated by 4 133 
organizations or 24.2% of the organizations that have submitted their annual reports, 

                                                
2https://www.delfi.lv/bizness/biznesa_vide/top-10-nvo-kas-sanemusas-vislielakos-ziedojumus-un-

dotacijas.d?id=51482883 
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and 35.9% of those that have reported financial activity, moreover, operating 
income accounts for 1/4 of total sector revenues.  

Figure No. 25 

 

 

 

In addition, there is a tendency in the regions for increased economic activity in 
organizations due to insufficient state and municipal funding for organizations. In 
2018, the most rapid increase in the number of organizations conducting 
economic activities was observed in Vidzeme region (+22.5%) and Zemgale 
region (+20.9%).  

Figure No. 26 
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The current wording of the Associations and Foundations Law determines the right 
of associations and foundations to perform economic activity in order to 
achieve their goals, while imposing a restriction on performing economic activity in 
the form of complementary activity if it is related to the maintenance of the real estate 
of the organization. However, there are different interpretations of this provision and 
discussions about the extent to which NGOs can engage in economic activities. 

When selecting NGOs whose share of revenue from economic activities in 2018 was 
above 50%, within the range of 100-75% (see Figures No. 27 and No. 28): 

1) 100% of the operating income in 2018 was generated by organizations 
whose main activity by NACE code is television programming and 
broadcasting activities, retail sale of books in specialised stores, activities of 
households as employers of domestic personnel, manufacture of other plastic 
products, manufacture of other technical ceramic products, driving school 
activities and the buying and selling of own real estate for a total of EUR 
204 149.  

2) 95 – 99% of the operating income from economic activity in 2018 was 
generated by organizations whose main activity by NACE code is other retail 
sale of new goods in specialised stores, retail sale in non-specialised stores 
with food predominating, tour operator activities totalling EUR 126 653. 

3) 90 – 94% of the operating income from economic activity in 2018 was 
generated by organizations whose main activity by NACE code is fire service 
activities, retail sale via mail order houses and/or via Internet, activities of 
amusement parks and theme parks, floor and wall covering, totalling EUR 
1 158.247. 

4) 85 – 89% of the operating income from economic activity in 2018 was 
generated by organizations whose main activity by NACE code is legal 
activities, totalling EUR 515 023. 

5) 80– 84% of the operating income from economic activity in 2018 was 
generated by organizations whose main activity by NACE code is retail sale of 
second-hand goods in stores, other building completion and finishing, sound  

 

recording and music publishing activities and hospital activities, totalling EUR 
3 952.372 (of which EUR 3 922.563 - hospital activities). 

6) 75% of the operating income from economic activity in 2018 was 
generated by organizations whose main activity by NACE code is 
maintenance and repair of motor vehicles, totalling EUR 10 490.  

It is not excluded that the problem lies in the fact that the NGO sector cannot cover 
the costs of its administration in order to achieve the objectives laid down in its 
articles of association. They do not have enough membership fees and donations, 
and state or local government funding is limited.  

 

Received grants  

The received grants shall indicate the state or local government budget financing 
received from the state or municipality establishments in the account of the NGO 
during the reporting year. Of the total revenue of EUR 85.6 million,  the received 
grants form 20%. Furthermore, the data provided by the State Treasury show that 
the implementation of the State consolidated budget by NGOs according to the 



15 

expenditure classification codes 3231; 3232; 3263; 3264; 3291; 3294 in 2018 was 
more than EUR 75 million. The largest funding in 2018 came from the Ministry of 
Education and Science, totalling more than EUR 22 million, followed by the 
Ministry of Agriculture with EUR 16 million and the Ministry of Culture with EUR 
13.6 million. 

When looking at grant allocation by government functions, the largest grant was 
given to the function “recreation, culture and religion” with EUR 26.8 million, 
“economic activity” with funding of EUR 20.2 million, and “education” with a grant 
of EUR 8.5 million.   

 

Figure No. 29 

 

 

At the same time, while analysing the diversification of sources of funding for 
organizations’ budgets, organizations with more than 50% of the revenues from 
grants were selected, from which it was concluded that NGOs operating in (or in 
collaboration with) media representation (97%), real estate agencies (95%), raising of 
horses and other equines (92%), support activities for animal production (89%), 
raising of sheep and goats (88%), support activities for crop production (73%), 
regulation of and contribution to more efficient operation of businesses (70%), pre-
primary education (65%), other residential care activities (64%), publishing of 
journals and periodicals (58%) have a larger proportion of grants in their budgets. 
(see Figure No. 30) 

 

Donations and contributions  

The donations and contributions received by NGOs do not form the basic income of 
the NGO sector. If by 2017, before the tax policy reform, donations formed 
approximately 29% of the revenue structure, then after the reform, the proportion 
dropped to less than 15% (see Figure No. 31). Donations to public benefit 
organizations have accounted for and continue to account for a larger percentage, 
and after the tax policy reform there is a drop from just under 30% to 18% of the 
revenue structure (see Figure No. 32). 
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The donations and contributions amount to EUR 64 million of the total revenue of 
EUR 434 million.  

According to the data provided by the associations and foundations in the annual 
reports, it can be concluded that the areas supported the most with donations are: 1) 
sports; 2) charity; 3) culture; 4) education; 5) improvement of social welfare.  

The statistics also show that in 2018 the following areas have experienced the 
biggest drop in donations: 1) charity (-31%); 2) culture (-30%); 3) sports (-29%). 

 

Figure No. 33 

 

 

Traditionally, it is mentioned that the largest donations are made to the organizations 
operating in the field of sports and culture, however, when looking at the fields of 
operation of non-governmental organizations by NACE code, it appears that 
organizations with more than 50% of their revenues are from other fields: 100% 
revenue from donations come from other passenger land transport n.e.c., totalling 
EUR 20 000; 72%-75% revenue from the donations go to radio broadcasting, 
organisation of conventions and trade shows, and specialist medical practice 
activities, totalling EUR 309 168.  
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Figure No. 34 

 

It is important to look not only at the amounts of donations, but also at the number of 
donors. When looking at the information provided by associations and foundations, 
as well as by companies in their annual reports, several things can be concluded: 

1) By 2018, the number of donors reported by NGOs was 50% higher than 
entrepreneurs had stated in their declarations, indicating that in 50% of the 
cases tax credits for donations were most likely not claimed; 

2) In 2018, the dynamics changed and 62% of contributions/donations do not 
appear in EIT declarations; 

3) The number of legal entities donating to NGOs decreased by 56% or 1563 
donors. 

Figure No. 35 
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In addition, the number of donations and contributions is very small – out of the 
17 055 active organizations, only 2 144 have received donations (1 323 donations), 
12% as contribution recipients or 8% as donation recipients.  

Currently, there are no data available from EIT declarations for 2018, but according 
to annual reports of associations and foundations, the number of donation recipients 
and contribution recipients has decreased from 2114 to 1868 organizations, or have 
experienced a drop of 11%.  

Figure No. 36 

 

In financial terms, the donation volumes have experienced a drop from EUR 59.2 
million to EUR 36.9 million (residents’ donations and contributions), but there have 
been additional EUR 19 million non-residents’ donations, and EUR 8.1 million 
anonymous donations and contributions, totalling EUR 64 million.  

Figure No. 37 
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During the tax policy reform, the regulation of donations was changed, and the 
Enterprise Income Tax Law provides the taxpayers with a choice of using 1 of 3 ways 
to donate to PBOs: 

1) not to include the donated amount in the base taxable, but not more than 5% of 
the profits from the previous reporting year after the calculated taxes; 

2) not to include the donated amount in the base taxable, but not more than 2% of 
the total gross work remuneration calculated for employees in the previous reporting 
year from which SSIC (state social insurance contributions) have been made; 

3) to reduce the EIT (enterprise income tax) calculated on the dividends by 75 per 
cent of the donated amount but not exceeding 20% of the calculated amount of EIT 
on the calculated dividends. Selecting the option 3, the amount of the donation does 
not reduce the base taxable, but the EIT on dividends. 

According to the data provided by the SRS, in 2018 the most used model was 5% 
of profits, except in Vidzeme and Zemgale regions, where, despite the fact that 
fewer entrepreneurs chose this model, the donation amount was higher than that of 
other models.  

Figure No. 38 

The region 
concerned 

 Model 
Number of 
taxpayers  

The value of the 
row is 

thousand EUR 

Riga 

20% of EIT dividends 19 206.40 

5% of profits 334 46 634.79 

2% of total work remuneration 270 9 980.07 

Riga region 

20% of EIT dividends 1 1.50 

5% of profits 123 7 249.63 

2% of total work remuneration 101 1 106.44 

Kurzeme region 

20% of EIT dividends - - 

5% of profits 52 2 381.64 

2% of total work remuneration 50 1 169.35 

Latgale region 
5% of profits 29 1 103.25 

2% of total work remuneration 28 158.90 

Vidzeme region 
5% of profits 51 413.04 

2% of total work remuneration 59 935.08 

Zemgale region 

20% of EIT dividends 2 2.36 

5% of profits 51 1,381.33 

2% of total work remuneration 56 563.70 
Data source: State Revenue Service. *Information source: Information on the enterprise income tax reliefs for 
donations in 2018, thousand  EUR 

As regards the number of natural persons making donations and contributions to 
associations and foundations, it can be concluded that: 

1) By 2018, the number of physical donors who have presented 
donations in their personal income taxes is only 15% of the total 
number of donors, which at the same time reflects a low willingness on the 
part of donors to recover taxes; in 2018, the percentage has increased to 
17%. 

2) At the same time, the number of donors has been falling since 2016, and in 
2018 the decline has been particularly pronounced – 8285 donors less, or 
drop of 20% 
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Figure No. 38 

 

 

In monetary terms, donations from natural persons amount to EUR 9 million, of which 
only EUR 2.2 million were reported in in the annual income declaration, thus claiming 
a tax refund, which can also be explained by a less favourable or motivating legal 
framework. In Latvia, the threshold of eligible expenditure per year, although it has 
been raised to EUR 600 since 2018, is still inadequately low compared to other 
countries, aggravated by the fact that they are combined with some other eligible 
expenditure (for medicine and education). 

At the same time, taking into account the fact that the drop in the total amount of 
donations and contributions is minimal, but the number of donors has decreased by 
20%, it can be concluded that the amount of donations per one individual in 2018 
has increased on average. The same applies to the part of donations for which tax 
reliefs are claimed. 

Summary 

Statistical indicators 

Statistics show that the number of associations and foundations is gradually 
increasing, with the number of new organizations increasing by approximately 1000 
each year, thus showing a steady trend of growth and development of the NGO 
sector. However, there are problems with the liquidation of organizations - according 
to data, 25.4% of the registered organizations did not submit their annual reports in 
2018, and 18-19% have not submitted them in the last 3 years, thus it can be 
assumed that 17 944 NGOs out of 22 286 were actually operating. 

The dynamics of the proportion of organizations remain practically unchanged. The 
largest number of organizations is in the capital of Latvia, Riga (9 676 or 42% of all 
non-liquidated organizations in Latvia). By region, Riga region has the largest 
number of organizations – 4 300 active organizations.  

In all regions, the number of NGOs per 1000 inhabitants has increased, and thus the 
density of NGOs is also increasing. In 2013, there were 8.5 associations and 
foundations per 1000 inhabitants on average, and at the beginning of 2016 the 
number was 9.4, while at the beginning of 2019 the density reached 12.4. The 
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highest density of associations and foundations is in Saldus (in 2013 – in Pāvilosta), 
where 19.3 NGOs are established per 1000 inhabitants. This may be due to 
population changes. Since 2013, in all regions of Latvia the population has 
decreased, but the number of NGOs has increased, therefore, the density of NGOs 
per 1000 inhabitants is also increasing. 

By NACE codes, the most common fields of activities of associations and 
foundations are: 1) sports activities and amusement and recreation activities; 2) real 
estate activities; 3) education. The fields of PBO most frequently covered are (1) 
sports; 2) education; 3) culture. However, there are issues regarding the 
classification of NGOs, such as: 1) Regulation No. 779 of the Cabinet of Ministers 
“Classification Regulations for Associations and Foundations” does not make 
classification of a field a mandatory requirement; 2) it is allowed to mark an unlimited 
number of fields of activity, ,therefore, organizations with 11 fields of activity are 
currently also included in the register, and ,therefore, these data cannot be used for 
sectorial breakdowns either; 3) in the Register of Enterprises the organization may 
indicate “Not elsewhere classified association or foundation” and by NACE 
classification the field may be marked as “Activities of membership organisations” 
which are selected by most organizations instead of indicating the field on the merits, 
and ,therefore, it is problematic to do analytical work with data obtained from the 
registers of both classifications.  

 

NGO finances 

Analysis of NGO revenue items shows that the largest proportion of the revenue 
structure is generated by operating income, followed by other income and donations 
and contributions. Operating income accounts for 25% of the total revenue. Overall, 
the operating income and other income form the largest proportion of the revenue. 
Membership fees, entrance fees, and other annual contributions, including donations 
and contributions, forms 37%. However, donations and contributions as well as 
grants, accounting for approximately 35%, are not predictable revenues. 
Consequently, NGOs have to carry out economic activities in order to support 
themselves – to pay for premises and utilities, to buy office equipment and 
machinery, to buy the materials needed to achieve the objectives laid down in its 
articles of association, etc. 

An analysis of NGO annual reports suggests that other expenditure forms the largest 
proportion of the expenditure structure, followed by salaries and then material 
expenses. So far, the difference between revenue and expenditure has been positive 
and NGO income has been higher than expenditure, however, 2018 was the first 
year in history for PBOs, which ended with a negative balance sheet, the year ended 
with a loss of EUR 500 000.  

When analysing the data, conclusions can be drawn about the dynamics of income 
and expenditure: 

1) total revenue has increased by 9.6% while expenditure has increased by 11.6%. 
2) there are no significant changes in finances, except that donations and 
contributions sharply dropped in 2018, i.e. the drop in donations in the sector was 
26.8%, the PBO donations dropped by 36.9%; 
3) an equally important finding is that 69.9% of all NGO revenues are concentrated in 
a relatively narrow circle of NGOs (see Figure No. 20) 
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Proposals 

Sector overview 

1. There is a need for in-depth research and analysis of the non-governmental 
sector, paying particular attention to the nuances and issues identified in this 
review. 

2. In order to be able to carry out qualitative and regular monitoring of trends in 
the sector, it is necessary to fill the gaps found in the existing classifications, 
including amending the Regulation No. 779 of the Cabinet of Ministers 
“Classification Regulations for Associations and Foundations”. 

3. Review and make any necessary additions to the forms for submitting 
information to the Register of Enterprises and the State Revenue Service – 
annual report forms – in order to include such requests for data as are 
required for compiling statistics on the non-governmental sector. For example, 
information on the number of members of organizations is currently lacking.  

4. The Ministry of Justice, in cooperation with the Register of Enterprises, the 
State Revenue Service, non-governmental organizations and other interested 
parties, should develop and put into practice an automatic liquidation process 
of non-governmental organizations if they do not function and submit annual 
reports within a specified period of time, but have not been wound up by the 
administration of the non-governmental organization. It is also necessary to 
draft a law “Associations and Foundations Law”, amending the norms of the 
law with the aim to facilitate the process of liquidation of associations and 
foundations. 

 

Financial sustainability of the non-governmental sector 

1. Develop a mechanism where the non-governmental sector has the 
opportunity to make proposals in the budgeting process, and in particular such 
proposals that are not addressed by sectoral ministries as their priorities, and 
the prioritizing of the horizontal and cross-sectoral matters of the non-
governmental sector is centralized. 

2. Ensure the diversification of financial sources, including: 

Donations by state capital companies. There is a need to reorganize the 
donation system for state-owned companies by developing a new donation 
concept while at the same time preventing state capital companies from 
donating for the development of civil society, which puts advocacy 
organizations at a disadvantage compared to other organizations operating in 
the fields mentioned in the Law On Prevention of Squandering of the Financial 
Resources and Property of a Public Person eligible for donations (for the 
promotion of culture, art, science, education, sports, environment or health 
protection, as well as social assistance), supplementing Section 10, 
Paragraph two, Clause 1 of the Law On Prevention of Squandering of the 
Financial Resources and Property of a Public Person with the possibility of 
public capital companies also donate to promote the development of civil 
society, and express it as follows: 

“(2) A capital company may give financial resources or property as a gift 
(donate) in accordance with the procedures laid down in Sections 11 and 12 of 
this Law if the following conditions exist at the same time: the gift (donation) is 
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provided for the promotion of culture, art, science, education, sport, 
environment or health protection, development of civil society as well as for 
the promotion of social assistance”. 

NGO fund. According to the NGO fund concept, promote the diversification of 
financial sources and ensure that the NGO fund can attract corporate and 
private donations, and these donations are subject to the same tax deductions 
for donors as public benefit organizations. It is also necessary to provide in the 
regulatory enactment of the NGO fund that the state budget allocation for the 
current year is higher than in the previous budget year, as it is stipulated in the 
State Culture Capital Foundation Law. 

Strengthen the right of non-governmental organizations to pursue economic 
activities. The current wording of the Associations and Foundations Law 
defines the right of associations and foundations to perform economic 
activities in order to achieve their the goals, while imposing a restriction on 
performing economic activity in the form of complementary activity if it is 
related to the maintenance of the real estate of the organization, however, in 
practice Section 7 of the Associations and Foundations Law is interpreted 
differently, so it is necessary to express the Section 7, Paragraph one of the 
Associations and Foundations Law as follows: 

“(1) An association and a foundation have the right to perform economic 
activity in the form of complementary activity, which pertains to the 
maintenance of its own property. An association and a foundation have the 
right to perform other economic activity to achieve the goals of the association 
or foundation” 

Donations. To provide a favourable legal environment in order to promote the 
tradition of making donations and motivate individuals and legal entities to 
donate, including the development of economic incentives.  

Taking into account that the tax policy reform has reduced the incentive for 
legal persons to donate, it is necessary to promote a culture of making 
donations in society, while also developing a motivating and convenient 
system for private donations. Including that the private donation system for 
public benefit organizations should not be put together with other eligible 
expenditure (medical and education), which currently has a low threshold 
(600EUR per year in total) compared to other countries and would ,therefore, 
need to be increased from EUR 600 to EUR 1200 per tax year   

Possible solutions: new models of civil society funding 

1. Introduce non-monetary incentive mechanisms for donation, introducing a 
mechanism that allows donors (legal entities and individuals) to voluntarily opt 
out of tax incentives, channelling them to a public benefit organization (in the 
EDS system, it is technically possible to channel eligible funds directly to a 
public benefit organization). For example, a technical option in EDS for a 
private individual to donate to PBO the tax overpayment incurred when 
submitting an annual PIT declaration. 

2. Part of the revenue from gambling, lottery and excise duties is channelled 
to the non-governmental sector. The practice of channelling lottery revenue for 
public benefit is also observed in other EU Member States. 
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3. Part of the profits of the state capital companies are diverted to a sector 
that does not have sufficient funding, but according to development planning 
documents should be supported by the state. 

4. Taking into account the foreign experience in financing civil society, introduce 
a separate mechanism for diverting a percentage of personal income 
taxes, where a taxpayer may divert a percentage of its PIT to a selected non-
governmental organization, NGO fund, or sectorial fund. Such a mechanism is 
also being used in other EU Member States to address the problem of NGO 
funding in the short term and in the long term. When introducing such a 
mechanism, it should be taken into account that diversion of a percentage of 
PIT does not contribute to the development of philanthropy, and in a relatively 
inactive society, taxpayers, although there is no personal financial loss from 
such a model, use such opportunity only 30%, which in the case of Latvia 
would mean an additional funding of approximately EUR 5.16 million for 
the NGO sector (in 2018, personal income tax revenue was EUR 1.72 billion). 
 
 

5. There is a need to promote cooperation between civil society and the business 
sector by providing a favourable legal environment for interinstitutional 
cooperation, including by encouraging legal persons to support the non-
governmental sector by volunteering and making donations in the form of 
services and products without application of value added tax on such 
activities. 

6. To improve the procedure for donating expired food, or to improve food 
donation procedure by filling the gaps identified during the pilot project, 
namely: 1) to allow donations to be made without the assistance of charity 
organizations in order to contribute to the reduction of food waste (particularly 
bread); 2) to expand the range of organizations that may require food 
donations; 3) to clarify the conditions of making donations and the procedure 
for paying VAT.  

 

 

 

 

 

 

 

 

 

 

 

 

 

  



25 

Annex 

Figure No. 5  

 

Figure No. 6 
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Figure No. 7 
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Figure No. 9 

 

Figure No. 11 

 

 

 

 

 

 

 

 



28 

 

Figure No. 17 

 

 

Figure No. 22 
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Figure No. 27 
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Figure No. 28 
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Figure No. 31 

 

 

Figure No. 32 

 

 


