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Analysis: Philanthropy and Civil Society in Mexico
Civil society, or the third sector, in Mexico is characterized as “underdeveloped” by activists and by academics specialized in philanthropy. It is fair to say that the culture of philanthropy in Mexico is also underdeveloped, and it is at least an inhibiting factor in the development and sustainability of civil society. This report presents an overview of civil society and philanthropy and discusses the efforts of some of the activists and promoters of philanthropy in Mexico. 
Civil Society: A Statistical Overview
A key measure of the degree of underdevelopment of Mexico’s non-profit sector is its size. There are more than 15,000 civil society organizations (CSOs) in the federal register. These organizations are legally constituted non-profits, must be non-partisan and are issued an official registration code called CLUNI which allows them to bid for public grants made to civil society. A broader definition of CSO is used by the national statistics institute (INEGI) which counts 40,000 legally constituted non-profits. 
The number of CSOs that enjoy tax exempt-tax deductible status (called “donataria autorizada”) is small: close to 7,000 non-profit organizations have obtained the donataria autorizada status, the equivalent of the US 501(3)(c). This allows them to receive an unlimited amount of deductible donations and exempts them from paying taxes on interest received, prizes and income from sales of goods.  Of the tax-deductible organizations, only 2,800 are also registered with a CLUNI.  
The size and density of the civil society sector in Mexico pales in comparison with the United States and also with other Latin nations. Taking the broadest definition of CSOs-- 40,000 non-profits—Mexico has 3.6 CSOs per 10,000 people, or 2,800 citizens for each CSO. The civil society sector of the US overshadows that of the entire hemisphere: there are 2 million CSOs, or 65.1 per 10,000 citizens and 154 residents for each NGO. Chile is number two in the hemisphere in density of the CSO sector with 63.8 NGOs per 10,000 inhabitants, and 157 citizens per organizations, followed by Argentina which claims 29.3 CSOs per 10,000 citizens and 341 inhabitants per CSO. Brazil trails Chile and Argentina with 17 CSOs per 10,000 people and 588 citizens per CSO (although it has the second highest number of non-profits in the Americas: 338,000).[footnoteRef:1]  Some rough calculations show Mexico’s third sector to be about 20 times smaller than those of the US and Chile, ten times smaller than that of Argentina and about five times smaller than that of Brazil. [1:  Este País magazine, Nov. 2011, p. 11, citing: Ireri Ablanedo Terrazas, “Las organizacines de la sociedad civil en la legislación mexicana,” using 2009 data from the International Center for Non-Profit Law and USAID.] 

The economic contribution of the non-profit sector amounts to nearly 1 percent of Mexico’s GDP, or more than US$8 billion annually. This contribution breaks down as follows: 0.74% of GDP in economic contribution made by CSOs and 0.24% of GDP in volunteer time.[footnoteRef:2] The value of the volunteer time given to CSOs is greater than the GDP of four small Mexican states (Baja California Sur, Colima, Nayarit and Tlaxcala).[footnoteRef:3] [2:  Centro Mexicano para la Filantropía (CEMEFI). “Compendio Estadístico del Sector No Lucrativo: 2011,” p. 18.]  [3:  Fernando Castro y Castro, speaking at a legislative forum on citizen organizations, Sept. 8, 2011.] 

Mexico’s third sector is made up predominantly of charities dedicated to health and social aid programs (37.8%), professional associations and organizations that focus on human rights, public policies, ecology and culture (29.2%), education including schools (17.7%) and other activities (15.3%).[footnoteRef:4] Richly endowed, church-sponsored charities and philanthropy funded by old money predominate in the sector, and their vision is far removed from that of CSOs dedicated to public policy advocacy, democratization, citizen empowerment and sustainability of development.  [4:  CEMEFI, op. cit., p. 17.] 

The number of CSOs can fluctuate sharply. From 2010 to 2011, the number of tax-exempt, tax-deductible CSOs fell by 20 percent when the tax authority stripped them of their status owing to lack of information. The overall steady growth in the number of tax-deductible CSOs (from 2,700 in 1996 to 6,600 in 2010) was interrupted in 2004 when the number of donatarias autorizadas (DAs) dropped by 3 percent and again in 2010 when that segment of non-profits suffered another 3-percent decline.  In addition, many CSOs are short-lived because they are small and precarious and lack the ability to raise sufficient funds to continue their work. For example, in 1999, some 4,000 organizations disappeared and in the following year, nearly 7,000 CSOs ceased to exist.[footnoteRef:5] The precariousness of so many CSOs restricts the ability of the sector to achieve broader or more lasting social impact.  [5: Layton, Michael. “Philanthropy and the Third Sector in Mexico,” citing Calvillo Velasco and Favela Gavia. In Norteamérica. January-June, 2009, p. 98-99.] 

Trends: The trend toward formalization of the third sector seems clear. In the five years since the CLUNI registration code was created, the number of organizations registered with a CLUNI has increased nearly five-fold, from 3,500 to 15,000. This increase may point to an expansion of the non-profit sector, although the rate of attrition among CSOs and the data available are subject to interpretation. The number of tax-deductible organizations (DAs) increased far more gradually, rising from 2,000 in 1991 to a peak of nearly 7,000 twenty years later in 2010, but fell by 20 percent last year. The majority of the 2,800 organizations that both have the CLUNI and are donatarias autorizadas are universities. 

Why Civil Society is Underdeveloped
	The small size of civil society in Mexico has its roots in official attitudes toward civil society, the newness of the sector, the local culture of philanthropy, the structure of incentives and conservatism in the body politic.[footnoteRef:6] Mexico’s government has long been hostile to civil society, especially during the state-party regime of the Institutional Revolutionary Party (PRI), 1929-2000. Under the PRI, the state occupied much of the space for civil society by creating corporatist mass organizations and  a host of clientelist mechanisms that presumed to meet the social needs of citizens. An example of the official take on the third sector was voiced by a former president who expressed the view that civil society organizations were created for tax evasion until he was convinced otherwise by Manuel Arango, a leading promoter of philanthropy.  [6:  Many of the points in this section stem from the above mentioned 2009 article by Layton, plus interviews with him and civil society actors and my own observations. ] 

Civil society (other than charities) is a new actor in Mexican public life. Some observers date its origins to the 1970s when the democratic union movement began and created independent trade unions outside of the PRI corporatist structures that dominated all industries. In the 1980s, civil society diversified and gained strength rapidly in Mexico as human rights and environmental organizations became actors in the political arena and citizen groups sprung up to respond to the 1985 Mexico City earthquake and hurricanes elsewhere. Beginning with the 1986 fraud-riddled gubernatorial election in Chihuahua, a far-flung movement developed to field citizen poll-watchers at all elections; this movement, ultimately led by Alianza Cívica and other groups, expanded over time and, along with the creation of officially sanctioned independent election tribunals a decade later, put the brakes on election fraud and helped pave the way for the first-ever victory of an opposition leader, Vicente Fox, in 2000.
The culture of philanthropy in Mexico is weak by tradition, particularly as compared to the United States, and is inhibited by a lack of social capital in the society at large. Donations made to institutions account for a minor part of giving; the predominant forms of giving among Mexicans are modest donations given directly to a needy person, giving at church or to fund-raising drives of the Red Cross and similar groups.[footnoteRef:7] Mexico reports high levels of mistrust—16 percent of people trust other individuals, a rating well below the average of 28 percent for 56 countries surveyed in the 2005 World Values Survey. A 2008 study conducted by ITAM found that fewer than 20 percent of those interviewed said “you can trust the majority of people.” This lack of social capital reduces the ability of citizens to form organizations, fuels mistrust and suspicion of other individuals and of institutions and creates an environment that is not conducive to activism, volunteering or philanthropy.[footnoteRef:8]   [7:  Layton, Michael, and Alejandro Moreno. Filantropía y Sociedad Civil en México: Análisis de la ENAFI, 2005-08, p. 66. México: ITAM and Porrúa, 2010. ]  [8:  Layton, Filantropía, p. 97-9; 211.] 

Incentives for philanthropy remain weak. The absence of inheritance tax in Mexico removes one incentive for donations by the wealthy. The possibility of a tax deduction is considered by some experts insignificant as an incentive to donate since only one percent of those surveyed in 2008 reported that they donate to obtain a deduction. Awareness of the availability of tax-deductibility for donations is reduced; only one-third of adults know that donations may be deducted against tax liability, and only 9 percent of donors (5 percent of the population) sought the deduction. Of those donating, a very small minority get a tax-deductible receipt: 11 percent of donors to schools and educational institutions were given a tax-deductible receipt while less than five percent of donors to charity, church and humanitarian groups got such a receipt.[footnoteRef:9] There is misunderstanding of how deductibility works such that many people think a donation of $300 results in a reduction of $300 of tax liability. Incentives and the tax regime relating to CSOs are discussed at length, below. [9:  Ibid., p. 73.] 

Change comes slowly in Mexico. The birth and rise of civil society occurred late compared to other countries, and the evolution of the sector has been gradual. Because of the paternalistic, anti-pluralist political culture created under the PRI state-party regime, citizens are not accustomed to taking initiatives to tackle problems and instead tend to wait for the government to intervene. (This tendency is perhaps even more pronounced in the business sector; but that’s another story.) Even with a small civil society sector, there is resistance in public opinion to civic activism, although a growing awareness of the inadequacy of government and political parties, and the rise of a younger generation not steeped in PRI hegemony, can be expected to open the door to greater scope and support for civil society.
Income of CSOs: Philanthropy in Mexico
	Mexico has a total of 350 institutional donors, according to CEMEFI. Of these, half do not have a clearly defined process for deciding their donations.[footnoteRef:10] [10:  Interview with CEMEFI staff, Dec, 5, 2011.] 

Corporate philanthropy makes up the largest segment of organized philanthropy in Mexico. But, corporate donations are made informally, often without a formal application process, the philanthropy is not strategic and evaluation and follow-up are scant.[footnoteRef:11]     [11:  Layton, “Third sector,” p. 100.] 

Mexico has some of the best-capitalized private foundations in Latin America—the Fundación Gonzalo Río Arronte (real estate developer), Carlos Slim (Telmex), Alfredo Harp Helú (Banamex and Accival brokerage), Mary Street Jenkins (Bancomer), Manuel Arango (Cifra supermarket chain bought by Walmart, and real estate developer) and the Fondo Mexicano para la Conservación de la Naturaleza (Mexican government, USAID, large international conservation groups). These endowments are in a transition from charity giving to donations to support sustainable institutions and development, says CEMEFI president Jorge Villalobos.  
Despite the wealth amassed in private foundations (and among the wealthy as a group), philanthropy in Mexico is small, and accounts for only 6.3 percent of revenue for CSOs in Mexico (compared with 12.9 percent in the US and 17.2 percent in developing countries).[footnoteRef:12]  [12:  Ibid., p. 99] 

Giving in Mexico by corporations, foundations and individuals combined reaches 0.04 percent of GDP in Mexico, placing it last with the Philippines in a sample of 35 countries. By comparison, giving is 25 times higher in the US (1.01 percent of GDP), 24 times higher in Spain, eight times higher in Colombia and 4 times higher in Brazil.[footnoteRef:13] Using the 0.04 percent of GDP figure, donations would reach about $4 billion a year. This amount could go higher since I rounded the GDP at $1 trillion while some figures put it at $1.1 trillion; estimates of GDP vary. [13:  Ibid., p. 100. ] 

	Statistics on how much money is donated to civil society in Mexico are not readily available. (Only 21 of 112 foundations listed in Mexico in 2005 provide information on their endowments, and only 42 of 112 publicize the amount of their grant-making.[footnoteRef:14]) One study reports that private donations to tax-deductible non-profits valued $3.6 billion in 2006. Of this amount, 39 percent, or $1.36 billion, was made up of donations in cash, and the remaining 61 percent consisted of donations in kind.[footnoteRef:15] The vast majority of these donations—89.6 percent—is channeled to charities, educational institutions and cultural activities. Charities receive 81 percent of the donations.  [14: CEMEFI. ]  [15:  “Los donativos privados: una aproximación a la contribución ciudadana para las causas sociales,” p. 67. Incide social and ITAM, 2009. (The study was funded by Hewlett Foundation.)] 

These figures imply that the segment of civil society concerned with public policies, transparency and human rights might receive, at best, $300 million in donations a year, and the majority of those inflows could be in-kind contributions.
Donations are heavily concentrated by geographic location: 52 percent of all cash donations are made to organizations in Mexico City; the remaining 24.9 percent are distributed in three populous, industrialized states (Jalisco, México and Nuevo León), and the remaining 25 percent is distributed among the remaining 28 states. In addition, donations are concentrated in few organizations. One source reports that more than $536 million in cash donations (close to 39 percent of total donations in cash for the year) went to only 176 organizations.[footnoteRef:16] [16:  “Los donativos privados,” p. 60, 67.] 

	Patterns of giving: Outside of giving at church, a majority of Mexicans make a donation at least once a year, and most of these are made directly to a needy individual. Giving is becoming more formal, as donations made by check or credit card are increasing substantially. There is a slight increase in donations made through institutions, and institutional giving is considered to be the highest-impact form of philanthropy.[footnoteRef:17] [17:  Layton, Filantropía,  p. 93.] 

Mexican-based philanthropy can prove an unreliable source of support for CSOs. The threat of a financial crisis makes people less willing to donate. Nearly a majority, 48 percent of those surveyed in November 2008, said they would be less willing to make a donation to help others in times of economic uncertainty.  (It is worth remembering that Mexico is frequently battered by financial crises, so a fresh memory of a sharp downturn is present among almost all citizens.) For example, INSYDE director Ernesto points out that in 2010, Insyde received 40 percent of its funds from local sources. However, in 2011, the organization go no funds whatsoever from local sources. He says the explanation for this lies in the fact that Mexican donors base their planning and giving on contingencies and that concerns about the economy turned off the faucet in 2011. He expects that 2012 will also be a difficult year for fund-raising in Mexico as worries about the climate and outcome of the presidential race will restrict donations.
	Revenues lost by the state in the case of tax deductible donations are considered insignificant. Only 30 percent of each Peso donated may be deducted. In exchange, civil society produces public goods including accountability and restrictions on corruption that exceed the value of the deduction and makes the economic contribution mentioned previously. . 
Corporate philanthropy: Corporate philanthropy is growing, driven primarily by the sense of an obligation to society, the desire to promote good relations with neighboring communities and an interest in improving corporate image. Deductibility and tax incentives are not decisive factors for more than half of corporate donors. Many companies with foundations are professionalizing their philanthropy with measures that include hiring more specialized staff, setting strategic objectives and planning budgets, creating application procedures and funding criteria, communicating their philanthropy and promoting volunteerism. Other corporations run their philanthropy as a discretionary charity led by the owner or chief executive. In the absence of strategic planning for philanthropy, many donations are made without considering their potential for social or developmental impact.  Most corporate donations are still charitable contributions.[footnoteRef:18]    [18:  Mónica Tapia, et al., “Study of Corporate Philanthropy in Mexico,” p. 61-63. 2008. Supported by the Bórquez Schwarzbeck Foundation and the Synergos Institute.] 

Government support for CSOs: Since 2003, the Mexican government makes grants to civil society through a mechanism by which CSOs apply for funds to support social development projects. This is the principal vehicle of public funding to civil society. The funds are administered by Indesol, a division of the Social Development Ministry (SEDESOL). Organizations are required to have obtained a CLUNI (explained below under tax regime) to apply. 
Federal support to CSOs through Indesol reached a maximum of 0.24 percent of the federal budget (about $366 million) and 9.67 percent of the social development budget in 2008, and since then has slumped to 0.18 percent (about $355 million) of federal spending and 5.43 percent of social development funds in 2010.[footnoteRef:19] Of those amounts, about $26 million is distributed among 1,200 organizations in grants that average $12,000 each. However, the number of organizations that receive public grants was slashed by nearly half in 2007, to 1,600.[footnoteRef:20] [19:  CEMEFI, Compendio Estadístico, p. 33.]  [20:  Layton, “Third sector,” p. 102.] 

Public grants to civil society are a source of controversy among advocates and academics. The bulk of Indesol funding, about 85 percent, is discretionary. Forty-three percent of Indesol funding does not go to CSOs, and the grants which are not discretionary total only about 15 to 20 percent of the overall Indesol funding. Many grants are made to “paragovernmental” organizations which are trusts created by ministries to administer funds. For example, Indesol funded the education ministry which passed monies to the BBVA Bancomer foundation for scholarships. Other grants go to the economy ministry for funding small business accelerators. The environment ministry receives funding for a program that gives grants of $4,000 each to indigenous organizations. Other funds are granted to sports federations, and a large grant ($750,000) has been made to Televisa, the wealthy TV duopolist, for its charities. 
The public grants are distributed in a way that is highly unequal, in the view of advocates. The activities that can be undertaken are limited because the funds cover only a 6-month period. The grants place heavy demands on CSOs because government funds require a full accounting with documentation and reporting of every peso spent. A legal document must be presented offering proof and justification of every taxi trip taken, for example.  The government official who makes the grant is held responsible for the funds. Some civil society groups have stopped working with Indesol monies.                                            
Philanthropy from U.S. Foundations: In the decade 2000-2010, support from US foundations was relatively stagnant, ranging from $30-$40 million annually. The large donors (Ford, Hewlett, MacArthur, Kellogg and Packard) accounted for about 84 percent of total donations annually. By 2008, about 30 donors made nearly 200 grants per year. There are signs that some corporate foundations may grow in importance, but the overall trend points to “a decline in dollars (and) a decline in interest from U.S. funders in Mexico.”[footnoteRef:21]  [21:  Layton, “Third sector,” p. 102. Note: A chart of the leading US foundation donors to Mexico, covering 2002-2007, is annexed to Layton’s article, pp. 113-120. The Foundation Center’s Foundation Directory Online is the source for chart. Note that OSI appears only once, in 2003, where grants of $50,000 are attributed to the Institute. For the years 2004-2007, the donations of the top 15 or up to 30 donors are reported, and OSI does not appear. These tables, if accurate, would indicate a very low level of funding from OSI (< $20,000 for 2006, < $10,000 for 2005). You may want to check whether the Foundation Center has accurate information on OSI’s donations to Mexico] 

Disincentives to philanthropy: Some unexpected disincentives to philanthropy are present in Mexico. Fraud is one.  An ITAM survey found that five percent of those interviewed had been victims of fraud when making a donation.  In conversations with leading banks about promoting transparency in philanthropy, Alternativas y Capacidades was told that a bank had no interest in making public its donations. Certainly, some individuals probably prefer for their donations to be made privately for fear of publicity of their wealth and the threat of kidnapping. Nonetheless,  the philanthropic giving of the rich such as Carlos Slim of Telmex and Alfredo Harp Helú of Banamex are widely publicized, and a younger generation of activists such as film star Gael García and the CIE moviehouse chain young moguls make public appearances and speak out for their favored causes. 
 Donations by check and ATM are increasing, but there are reservations. Those in the know will not donate to the campaigns at ATM machines that ask customers to donate to bank-supported activities (aid to the indigenous, plant a tree, etc.) because, it is said, the banks tote up the donations from their clients and apply the sum toward a tax deduction. The degree to which these factors reduce potential donations from the Mexican public is not quantified. Finally, there is a lack of trust of civil society organizations that inhibits donations. In recent years, the level of trust in organizations that request donations has increased to 49 percent (from 41 percent in 2005), but the level of mistrust held steady in 2008 at 44 percent.  

The leading income source for CSOs in Mexico:  Fees for Services:  By far, the leading source of income for CSOs in Mexico is fees for consulting and other services. According to one academic, fees accounted for over 85 percent of the income of CSOs in Mexico. Funding from government made up 8.5 percent of revenues, and philanthropy accounted for only 6.3 percent of income.[footnoteRef:22]  [22:  Layton, “Third sector,” p. 100.] 

	This breakdown of funding sources, plus reports from various OSF grantees about the difficulty of fund-raising, points to ample room for growth in philanthropy in Mexico. If civil society is to continue expanding in terms of number of organizations and issues addressed, there will be a persistent need to educate the public and businesses about donations. The current efforts of OSF grantees to promote web-based fund-raising and credit card pledges by individuals are too new to have a track record that provides insights into new funding sources for Mexican civil society. 
Costs of CSOs: The current tax regime 
	CSOs won favorable tax treatment over time. During the 1980s, they sought tax exempt status, and during the 1990s, the donataria autorizada (DA) status was created which allowed for tax deductibility of donations. 
	Obtaining the proper certification to be eligible for government grants or tax-deductible donations demands an investment of time, energy and some cash outlay from CSOs. 
Tax-exempt status is called “Persona Moral sin Fines de Lucro.” Over 220,000 organizations including clubs, professional associations and schools, have this status. 
Tax-exempt status is meaningful for CSOs. Value-added tax (IVA), currently 16 percent of the value of final sales, must be paid on goods and services. CSOs that offer contract services pay the IVA on their receipts, but do not pay any tax on donations they receive. CSOs with DA status are exempt from income tax (which runs up to 30 percent for individuals and is 30 percent of profits for corporations). The Flat Tax (IETU), in effect from 2008, is a 17.5 percent tax on profits, and also does not apply to DAs. For organizations that are non-profits but not DAs, there are some grey areas about whether they must pay IVA, income tax and the flat tax.  
To be eligible for public grants, organizations must be registered with a CLUNI (Clave Única de Registro) which is issued by INDESOL. Having a CLUNI also allows a civil society organization to participate in certain official events run by the foreign ministry and to participate in the design of public policies. The basis for public grants to CSOs is the recognition in the civil society promotion law of 2004 that recognizes civil society activities as being in the public interest.
The CLUNI must be maintained annually, and this requires submitting to Indesol an annual report of activities and the annual financial statement. A CSO that receives public funds must notify the government of the grants. In 2011, congress assigned nearly $750,000 for modernizing the civil society registry. 
Getting a CLUNI is not considered a tedious chore by NGOs (at least not sophisticated ones like Fundar). The paperwork is thought to be comparable to that for most Mexican documents. It is not necessary to hire a lawyer and, in the case of Fundar, a staff member with no background in the matter successfully completed the paperwork for the CLUNI. 
Over time, the types of CSOs eligible for seeking tax-deductible status has expanded to include a wider range of organizations concerned with advocacy and public policy. These gains have been achieved thanks to the advocacy of civil society and some philanthropic groups. Last October, the Senate approved (as part of the tax bill) a measure that would broaden the types of CSOs eligible for DA status. This bill includes groups working on support for indigenous communities, gender, the disabled, sustainable development in rural and urban areas and consumer protection. The measure was supported by the Colectivo Fortaleciendo Causas Ciudadanas. As it stands, the bill will be effective only in the 2012 tax year unless civil society successfully lobbies for the provisions to be incorporated into the permanent legislation on income tax.
Tax-deductible donations to eligible CSOs have a 7-percent cap which means that up to 7 percent of an individual’s income is eligible for deducting, and a corporation may deduct up to 7 percent of its after-tax profits. This has the effect that if a corporation has losses, it may not deduct its donations that year.
The application for tax-deductibility is demanding and the work required to renew the status is tedious. The application process can take six months, although SAT is supposed to respond within 90 working days. In the case of Fundar (which obtained the status in April, 2011), the application required a lot of the administrator’s time and support from the accountant. Sometimes SAT rejects applications, but over 7,600 organizations have been granted DA status over the years.
The documents that must be presented to the local SAT office include a notarized copy of the organization’s legal documents and statutes, tax ID, power of attorney, ID documents of the legal representative and a statement issued from the relevant government body which says the CSO’s activities are aligned with the organization’s social objective. The latter document is considered the most difficult aspect of the application process. Alernativas y Capacidades, which has written a detailed guide for forming CSOs and obtaining DA status, recommends that groups submit a detailed report of their past and future activities and number and type of beneficiaries to the government agency they petition for the accreditation.[footnoteRef:23]  [23:  Alternativas y Capacidades, Construyendo tu organización en 16 pasos, 2009, p. 67-97. http://www.alternativasycapacidades.org/16pasos. Note that this manual has been highly sought-after, with more than 7,000 copies printed. It is used by many OSCs outside Mexico City. ] 

Renewing the DA status every year is also laborious. The applicant must present detailed information about its activities, a financial report and other documents. It is important to complete this paperwork because, as noted, SAT withdrew the DA status from 20 percent of all certified organizations in 2010 due to lack of information.
Having DA status facilitates relationships with international funders because some donors use simplified reporting formats and allow greater flexibility in the use of funds for grantees that are donatarias autorizadas. The fact that DAs must post data on their legal status and an income statement and report of donations on the SAT portal provides foreign and domestic donors with certainty about the credentials of the organization.
Periodically, CSOs have faced the threat of measures that could deplete the income or raise the costs of CSOs. Pres. Carlos Salinas (1988-94) created rules that made all organizations tax-payers. This led to a longstanding struggle on the part of CSOs to win tax-exempt status. Pres. Calderón proposed eliminating tax deductions as part of a flat tax initiative; the proposal would have perpetuated tax exemptions for unions and political parties but not for donatarias autorizadas, but it did not prosper.
Critiques of the Tax Regime:
An improved fiscal framework has a minimal impact on philanthropy, in the view of some specialists, particularly since the incentives in place for making donations are the same in Mexico as in the US except for the absence of an inheritance tax. 
The leading impact of the fiscal framework is to create a gatekeeper—the Finance Ministry—for the formalization of CSOs. The current rules require that a CSO be serving a disadvantaged population; this makes it difficult for transparency organizations and other groups to qualify as tax-exempt and tax-deductible. Human rights advocacy remains a grey area under the fiscal law; it is not yet fully clear whether human rights organizations are eligible for tax-deductible status. 
The system created a two-headed monster, according to some experts because the DAs have obligations to be transparent and post their financial information on the SAT website, while many CSOs with CLUNI codes do not want to become DAs because they don’t want to publicize their financial information. 
Efforts to Improve the Enabling Environment for Civil Society: Income and Costs
	Work by CSO advocates and academics, often with support from donors, has focused on creating a tax status and regime for civil society. For organizations that obtain the status of donataria autorizada, the fiscal regime stimulates philanthropy by allowing donations to be tax-deductible and promises more income for CSOs by making them tax-exempt. The Hewlett Foundation and OSF partner Alternativas y Capacidades have been important actors, among others, in promoting the legislation and in negotiations with Finance Ministry officials to assure application of the regime. 
Hewlett Foundation:  	Mexico is the only foreign program of the Hewlett Foundation. The Foundation’s work in philanthropy in Mexico began about seven years ago. At the outset, Hewlett explored working with remittances for development purposes, but this was considered impractical because the receiving towns are small and dispersed, making it hard to reach the recipients.[footnoteRef:24] Some other exploratory work was done with CEMEFI (Centro Mexicano para la Filantropía) and the Junta de Asistencia Privada, but this did not evolve. [24:  The study financed by Hewlett and led by Barbara Merz of Harvard may be seen at: http://www.hup.harvard.edu/catalog.php?recid=28510] 

To pursue its interest in philanthropy for social change, Hewlett initially funded a number of studies, including a mapping of corporate philanthropy in Mexico done by a researcher at the Institute of the Americas to determine how Hewlett could be effective with its installed capacity in Mexico. (OSF has this mapping, I believe.) For a period of seven years and until recently, Hewlett funded ITAM to carry out a study of why there is not more philanthropy in Mexico and to examine the fiscal environment for philanthropy. As this study was going on, Hewlett began focusing on the issue of fiscal policy relating to philanthropy.  
Later, in 2007, an evaluation of an alliance (Border Philanthropy Partnership) to promote community foundations on the northern border was carried out by Synergos Institute. A current OSF-NY employee, Shari Turitz, was in charge of the program. The evaluation found that the community foundation model from the US cannot be replicated successfully in Mexico where the foundations typically have limited impact. The exceptions are the foundations in Guanajuato, Chihuahua and Puebla. Because community foundations were supported from the outset by international donors such as the Mott Foundation and the Inter-American Foundation, they had little incentive to raise money locally. 
More broadly, many international donors channeled funds in Mexico to CSOs and NGOs that had not obtained any official tax status in Mexico. In the early 2000s, the only CSOS with tax-deductible status were charities, research organizations and educational institutions. Environmental, human rights and civic associations were not tax-deductible. 
After these studies, Hewlett decided to focus efforts on supporting activities that would lead to changes in tax regulations to create rules that would make it easier for NGOs to obtain funds in Mexico. Note that Hewlett takes extreme care to not support any activity that could be construed as lobbying and, therefore, cannot be seen as working directly on legal reforms. A grant was given to the Instituto Tecnológico Autónomo de México (ITAM) to study why philanthropy was so limited in Mexico and also the tax environment for donations. 
Hewlett supported the International Center for Non-profit Law in Washington to facilitate a dialogue between the IRS and Mexico’s tax authority, the SAT, about double taxation and donations. The outcome was that the IRS agreed to recognize provisions in Mexico’s double taxation law in such a way that organizations like INSYDE became eligible to receive donations from the United States. (At the time, INSYDE was a tax-exempt, tax-deductible donataria autorizada, but that status was recognized only in Mexico and not in the US.)
The ITAM study generated an agenda of changes for SAT in 2007. A dialogue about the tax framework of philanthropy and CSOs between ITAM and the Finance Ministry got underway in 2008 and continues still. 
As work advanced on improving the tax status of CSOs and the deductibility of donations, Hewlett began to work on fiscal issues at two levels: a) to provide support for efforts that would help all DAs;  b) to provide assistance to Hewlett grantees by funding a consultant who helps individual grantees (Fundar, Insyde, Gesoc) to obtain the DA legal status which allows Mexican CSOs to be considered as the equivalent of a public charity by US donors, and so lowers transaction costs for donors.
Hewlett has also supported during the last six years specialized tax lawyers who analyze issues for which grantees lack expertise. The Hewlett lawyers have a more narrow interpretation of the provisions in the 2012 budget approved in November, 2011, than do CSO advocates. The Hewlett lawyers are skeptical about whether the latest budget bill expands the field of CSOs eligible for tax exemptions to include human rights and gender groups.
Hewlett currently works with a group of staff at SAT to examine possible regulatory reforms. Hewlett also supports the Fundación del Empresariado en México (Fundemex) to finance institutional strengthening and funding for Fundemex. Part of Fundemex’s plans are to reactivate the US-Mexico foundation, and this is well advanced. Fundemex intends to mobilize support for Mexico in the US, much of it among the diaspora, and hopes to serve as a clearinghouse in Mexico that would vet the organizations that could receive donations of funds coming from the US through the US-Mexico Foundation.
Alternativas y Capacidades: This NGO, an OSF partner, was founded in 2002 to strengthen civil society and bolster philanthropy in Mexico. AyC provides advising to CSOs preparing the legal documents to become registered and those that are seeking the CLUNI and DA status. AyC is a constant and powerful advocate for policies that will enable the formation and consolidation of CSOs, enhance their capacity for fund-raising and eliminate barriers to the expansion of civil society. 
To improve the enabling environment of civil society, the Mexican government needs to create the structures that allow it to play a regulatory role, argues AyC. Barriers to the formation of CSOs must be minimized. The AyC legal strengthening project addresses this issue by training law students in how to draft the statutes of a non-profit and how to obtain CLUNI and DA status and organizing law students to advise NGOs. (This work is funded by the Kellogg Foundation.)  Notary publics and accountants are unfamiliar with the workings of non-profits and need similar training. 
Currently, AyC participates in a small committee including five government agencies that is discussing how to assure a broad interpretation of 2011 tax code reforms that expand the issues of CSO work eligible for tax-exempt status. This work will be supported by the finding of the congressional public finance center which says the fiscal cost of tax-exempt status is zero. 
In 2012, AyC and Layton of ITAM in conjunction with the Foundation Center, will launch a data base on Mexican donors. Public information, especially the data on the SAT transparency website, will be the source of the data on the portal. This effort also has support from the Kellogg Foundation, US-Mexico Foundation, Fundemex, the Harp Helú Foundation and Microsoft. Next year, this data base will be expanded to include CSOs and information on their programmatic work. It will be analogous to the Guidestar data base and will not include evaluative information or ratings as does Charity Navigator. 
CEMEFI: The Mexican Center for Philanthropy (CEMEFI) has 1,180 members, including 85 donors and 100 businesses. CEMEFI promotes philanthropy through activities to professionalize CSOs, consultants and donors and through creating directories of donors. In the view of CEMEFI, civil society is in a “period of positioning” and is not yet fully institutionalized.[footnoteRef:25] [25:  Interview with Itzia Goyenechea, executive coordinator, CEMEFI. Dec. 5, 2011.] 

In response to the doubts expressed at large about civil society, CEMEFI created a set of “Indicators of Institutionalization and Transparency,” intended to create standard, objective criteria that can help donors select CSOs for aid and make their philanthropy more strategic and to strengthen recipient organizations by singling out factors of institutional development that are important to philanthropists. CSOs rate themselves, and their self-evaluation is verified and certified by CEMEFI. The “basic” level of institutionalization and transparency requires formal legal status, DA status, a mission statement and annual program and financial reporting; the “medium” level also includes a board of directors that does not include staff, professional staff and volunteer collaborators and the “Optimal” level also requires a minimum of three years in operation and more than three different sources of income. 
The legal services department of CEMEFI lobbies for laws and monitors fiscal policies that will promote civil society and proudly claims that it generated Mexico’s first law for boosting civil society, the 2004 Ley Federal de Fomento a las Actividades Realizadas por Organizaciones de la Sociedad Civil (henceforth Ley de Fomento). Actually, CEMEFI and three other groups, the Convergencia de Organismos por la Democracia, the Foro de Apoyo Mutuo and the Fundación Miguel Alemán wrote a draft law which was presented in 1995 and passed nine years later.  
CEMEFI is an active promoter of Corporate Social Responsibility, and provides certification for a seal that 579 Mexican companies successfully renewed in 2011.To qualify for the seal, a company conducts a self-diagnosis with the 120 indicators, and CEMEFI grants the seal to those businesses that comply with 75 percent of the indicators. CEMEFI provides training to consultants on Corporate Social Responsibility.   Some CSO leaders consider CEMEFI to be very allied with corporate interests.
Regarding the enabling environment for CSOs, CEMEFI is concerned that the Ley de Fomento has not yet been regulated for state or municipal governments, and many organizations have included a line of charity work in order to qualify for deductibility. The Center points out that most public funding for civil society is discretionary, and grants from cabinet ministers, governors and mayors are handed out with no public bidding process and no clear criteria.
Other efforts of CEMEFI aimed at professionalizing the field include certification of consultants who advise civil society and the organization of networks built around programmatic themes (health, education, environment, etc.) to foster knowledge exchange. CEMEFI hosts a meeting of donors every year. 
CONCLUSION
Civil society remains small in Mexico, and the segment of non-profit organizations dedicated to public policy issues is even smaller. The vision for the sector and its self-imposed goals are broad and ambitious, nonetheless. The context in which civil society operates in Mexico is one of sweeping disillusionment with the political system and political parties. The inability of the body politic to generate and pass reform proposals leads many Mexicans, particularly many leaders of CSOs, to believe that change in Mexico will come only from the citizens and civil society. This attitude serves to motivate civil society organizations and activism in general but cannot be considered to be widely shared. In this presidential election year, new opportunities will open up  for civil society to attempt to influence public policy as some organizations will press candidates for commitments on policy while other groups will submit their policy agenda to the presidential transition team.  
	Mexico’s small contingent of civil society has rarely developed a unified voice on public policy. The split over whether or not to obtain DA status is only one example. Some of the differences within civil society are said to be softening at the present time. 
	The tax regime to promote philanthropy and the sustainability of civil society has evolved favorably over time. There are signs that further positive changes could come as soon as this year. An important pending issue is to obtain definitive clarity about the tax status of human rights organizations. Civil society is well focused on tax policy and has in place knowledgeable and well-connected advocates capable of pressing for needed changes. 
Civil society faces broad challenges if it is to strengthen its fund-raising and build relationships with philanthropic organizations.  To improve the fund-raising capability of the third sector, it is important to increase the size of the sector, raise the visibility of CSOs, create or improve the strategy of CSOS and their capacity to achieve their aims and overcome the distrust of the public and politicians. It is widely agreed that civil society needs to improve its ability to communicate its agenda and results both to philanthropic organizations and to society at large.
	In this context, more information is needed about civil society and for civil society. Training to professionalize the staff of CSOs, assessments of the results of CSO programs and communication about the contribution of civil society will help improve public opinion and inform philanthropists. Information about donors will help civil society understand the criteria of funders and respond to their needs for institutionalization, targeted programs with impact and transparency.
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