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Modern economies feature, in addition to private and public sectors, organizations that are neither private (i.e. for-profit), nor public (i.e. funded and run by government). Such entities, known as non-profits, or non-governmental organizations (NGO), fill the niches which are for various reasons not served by private sector firms and government agencies. NGOs comprise the third sector, which complements the private and public ones. 

Examples of NGOs include various grassroots associations, charitable foundations involved in social service provision, universities (including the NES) and hospitals, museums and theaters, research institutions, public media outlets, advocacy groups, etc. 
NGOs are based in the civil society, understood as the nexus of non-governmental non-profit organizations. Strong civil society is known to be an important prerequisite for 
good public sector governance, social harmony, and economic development. 

In Russia, civil society grew significantly over the last decade, but its development was slower than many hoped, even as the state reforms reduce the size of the state.  Consequently, the third sector has not been able to assume the role it plays in many other countries.  The proposed project will address the current state, potential, and the development problems of the Russian third sector. More generally, it will study activities undertaken by economic agents that are not immediately driven by conventional profit/utility maximization motives. 

The suggested thematic scope of the project includes, inter alia, the following issues: 

Proper scope for NGOs. NGOs around the world work on a wide variety of topics from health to human rights to environmental issues. In Russia, the number of officially registered NGOs (excluding religious groups, political parties, consumer cooperatives and unions) has risen from a few thousand to over 60,000 over the past several years.  While there is increasing recognition of the positive role that these organizations can play in society, they have not yet filled the traditional niche occupied by the third sector.  What is the real size of the third sector in Russia today?  What are the comparative advantages of non-profit organizations in general, and in today’s Russia in particular? Can NGOs successfully compete with government agencies in the delivery of social programs, services, and safety nets? What functions are best handled by NGOs? 

Economics of charitable activities.  Financial constraints are one of the greatest impediments to the long-term growth of Russia’s NGO sector.  Current tax legislation does not encourage private or corporate philanthropy, and the idea of charity is still regarded with considerable suspicion by the population at large. What motivates individuals and firms to donate their funds, products, or time to philanthropy?  How are charitable activities related to wealth? What are the incentives of NGOs managers? How can these incentives be enhanced by tax law, matching contributions and other government policies?  Can policies adopted elsewhere be applied to Russia?  How can charitable donations complement government-funded programs? Can NGOs be engaged in commercial activities to raise revenues for their primary purposes?   
Economics of trust, altruism and social cohesion. Civil society is built from the ground up when individuals decide to cooperate in order to solve common problems.  Groups must overcome the “collective action” problem in order to mobilize the people and resources required to solve these problems.  Cooperation is based on mutual trust, a good in short supply in many transition societies.  How do the social norms that support private provision of public goods emerge and get entrenched?  Is a new “social contract” economically feasible?  Is it realistic to believe that a “socially responsible business” culture will develop in Russia?  More broadly, how can Russia increase mutual trust in society and build support for institutions of democracy and a market economy? 

Economics of self-regulation. Blueprints of civil service reform currently under discussion shift some regulatory functions presently administered by the government to non-governmental organizations such as industry associations. This is commonly used in Western economies, for example, in the regulation of stock market activities.  What are economic costs and benefits of such reforms?  Under what conditions are NGOs better regulators than government? 
NGOs as advocacy and watchdog agencies. As independent entities, NGOs provide  society with assessments of policy and government performance, and increase the accountability of elected officials and bureaucrats to society at large.  NGOs also communicate to policy-makers the preferences of various stakeholder constituencies. Consequently, the third sector can potentially make a contribution towards solving the agency problem in relations between government and society.  How can NGOs positively affect government performance?

Tax and legal regime of NGOs and philanthropy. In the 1990s tax benefits to Russian charities were exploited by unscrupulous operators, leading to mistrust of ostensibly philanthropic institutions and a crackdown on benefits.  Some major gains have been made more recently to improve the legal environment for NGOs, including elements of the Civil Code, the law “On Public Associations,” the law “On Charitable Organizations and Charitable Activity,” and the law on “Non-Profit Organizations.”  Nonetheless, the legal environment is not fully developed at the regional and local levels, and corporations do not receive any tax benefits from making charitable contributions.  The recently implemented tax reform in Russia has had an adverse impact for NGOs and charity. This is at least in part a response of tax authorities to the previously widespread practices of abuse of tax benefits available for NGOs by commercial firms for tax and custom duty evasion purposes. The project will investigate ways and means to establish a tax regime that would be conducive for the third sector and yet precluding tax evasion. How could the Russian authorities further enhance the legislative environment for NGOs without opening the door to the kinds of abuses seen in the past?  Why do companies engage in philanthropy?  What kind of incentives would make Russian corporations more willing to contribute to non-profit organizations?

Laboratory Experiments. Charitable donations and volunteering have been extensively studied by the tools of experimental economics. Laboratory experiments reveal the importance of culture, social capital, networking etc. for non-profit activities, and suggested strategies for fundraising, non-profit management etc. Such experiments are among the analytical tools that could be used in this project. 
Illustrative master thesis topics:
1. Dynamics of the Russian NGO sector: driving forces and constraints 

2. Private provision of public goods and economics of charitable fundraising 

3. Economics of think tanks (independent public policy institutions)

4. NGOs comparative advantages in social service delivery 

5. Economics of self-regulation and public sector reform in Russia 

6. Civil society and economic development: evidences from Russian regions 

7. Economics of non-profit media 
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