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So far, my focus has been on de-constructing some simple concepts that politicians, social commentators and academic analysts have relied upon to characterize the organization of human societies – particularly those organized as liberal societies that put individual liberty at the center of their political ideals, and individual choice and free enterprise at the center of their economic ideals. I have argued that the simple idea of a society divided between a private (market) sector on one hand, and a public (political/governmental) sector on the other is inadequate -- even for the analysis of these human societies, let alone societies organized on somewhat different principles. This is true for at least three important reasons.

First, the concepts of the private and the public (as they have come to us through liberal political thought and contemporary social science theorizing) tend to neglect important parts of society. In particular, they omit (or take for granted) those parts of society that are emerge organically from processes of human development guided by relatively intimate and unique family and social relationships. They look away from the processes by which individual aspirations and values are formed by, as well as reflected in social the economic and political processes and organizations of society. And they look away from the ubiquitous associations and organizations that do not much resemble either market organizations or the state. Since we live much of our lives in these relationships and associations, and use them to create the material and social conditions in which we live, it seems like an important error to set them aside. 

Second, the concepts fail to distinguish one part of the society from another on a reliable basis, since most activities and institutions of society have both private and public aspects.  The family, for example, is at once the most intimate and micro of social units. It is the distinct emblem of the most private, most intimate social structure. Yet, the family is, at the same time, the wellspring from which many of the most important ideas that individuals have about their rights and responsibilities towards one another arise; therefore the origins of important ideas that animate and shape the public institutions associated with economic enterprise, community associations, and political activity. The family is also, unexpectedly, a legal entity, and as such, the object of intense public oversight and assistance. 

Similarly, the social networks in which individuals are enmeshed are, on one hand, constructed by individuals over the course of their lifetimes, and at the same time powerfully influenced by larger social structures that are themselves both shaped by and shape by public events and public policies. A friendship formed for social reasons in high school or college can become the base of a terrorist cell, or a thriving business. A political advocacy group presents itself as an important part of the public sector, but arises from private commitments and choices to particular ideas of individual rights, or the public good, or social justice. 


Third, and perhaps most importantly, most important social conditions, and the human decisions and actions that shape them, involve very complex blends of private and public, individual and collective, economic and political commitments. When we think about what we might do to reduce our vulnerability to criminal attack, for example, we might begin by thinking that the most powerful institution to develop and use would be a publicly financed and operated police department in particular, or a publicly supported criminal justice system more generally. 


But a little reflection reminds us that we could reduce our vulnerability through individual private decisions we make about how much to expose ourselves to risks of criminal victimization, and how we can organize our own methods of self defense – either buying guns and dogs and burglar alarms to protect ourselves, or by banding together voluntarily in neighborhood watch groups to help keep one another safe. One doesn’t have to travel very widely around the world to notice the differences among societies that have well-developed public policing systems allied with vigilant but tolerant community groups on one hand, and those that have quite limited police capacities and have chosen to rely instead on privately financed security measures. The level and distribution of public safety, as well as the overall fairness of the justice system seems quite different depending on what pieces of society are being relied upon to organize, finance, and produce protection against criminal offenders. 

Similarly, taking an even broader view of interactions among social institutions in producing different levels and distribution of security against criminal attack, one could easily imagine that the risk of criminal victimization depends at least in part on how well the overall economic and social system is operating in a society. If the economy is going well, promoting development, and sharing the benefits and burdens of that development in a roughly fair way; and if the social culture makes a virtue of tolerance; then the society as a whole might be better protected from criminal attack than it would be if the economy as a whole was faltering, or patently unjust, or where class or sectarian resentments occupied the hearts and minds of many citizens. 


The point is simply that most social conditions that are of consequence to individual members of a society, and become the focus of individual and collective ameliorative action, are caused by, and can be corrected by individuals, networks, and institutions that are spread across the society; not necessarily concentrated within one sector. Whether a condition is important enough to deserve collective attention, and whether that collective attention should come from the private or public sector are choices to be made by society – not an inherent feature of the conditions. The private sector does not monopolize influence over economic conditions, and the public sector does not monopolize influence over political conditions. And there are many important social processes that operate beneath, alongside, and over these imperfectly defined social sectors to shape the prospects of our individual and collective lives.  
I have also argued that the idea of a “third sector” of society makes an important contribution to the social analyst’s tool kit by pointing towards important parts of the society that are ignored or under-emphasized in the traditional private/public view. The most obvious contribution is to point to human associations, and organizations that seem to be founded on different bases, and have purposes that are different from those we associate with market organizations on one hand, and governmental organizations on the other. But the idea of the voluntary sector also invokes broader ideas that draw attention to the role that generosity, altruism, and public spirit can play in animating and guiding the efforts of individual human beings, and the role that a sense of collective identity and solidarity, as well as a sense of fairness and justice can have in facilitating the development of collective human effort. 

Nonetheless, I have also suggested that the concept of a distinct third sector comprised of certain kinds of motivations, organizations, activities in common, and also characteristics that sharply distinguish this sector from the other two sectors brings its own distortions. It has proved difficult to find that elusive quality (or set of qualities) that all activities and organizations in the third sector have in common, and that set them apart from activities and institutions more commonly associated with market or governmental sectors. And the effort to construct such a conception leads to unfortunate stereotypes about the motivations, capabilities and distinct social roles of the three sectors: the ideas, for example, that the private sector is always exclusively self-interested and fails to produce things that are publicly valuable; or the idea that the third sector has some exclusive role to play in the delivery of some goods and services, or that government is an “unproductive” sector of society.
Finally, I have argued that, in the end, even if we can be successful in making some relatively broad distinctions among the private, the public, and the third sectors of society, we are probably going to want to focus not only on the distinct contributions that the relatively distinct institutions make to society, but also on the impact that each sector has on the behavior of the other sectors. We might also be interested in how the distinctive motivations and aggregating mechanisms we associate with the voluntary sector and civil society are present in economic and governmental institutions as well, and explain why the broader processes of civil society can make effective claims on these sectors as well. 

For example, one way to estimate the economic impact of the voluntary sector on society is to calculate how much money flows through that sector each year; or how much capital is “tied up” in the sector; or how much employment the sector generates. These could be viewed as the direct economic effects of the voluntary sector. Alternatively, when we want to measure the economic impact of the voluntary sector, we might want to observe the economic effect that emerges from the political activities of third sector organizations which alternately emphasize environmental protection on one hand, and the importance of economic development and the virtues of free markets in supporting economic development on the other. These could be viewed as the indirect – or social and political – effects of the voluntary sector on economic performance.
In all these respects, then, I have committed myself to a highly complex vision of society. The society as a whole is seen to be comprised of more than two sectors. It is also seen as consisting of many different kinds of motivations, combining mechanisms, relationships, associations and institutions, interacting in complex ways, to produce aggregate results for individuals and human society.
 The view is hostile to both the political and academic conventions that are built on sharp distinctions between the individual, and the collective; the material and the relational; the selfish and the public-spirited; the private and the public. It is friendly to a view that wants to find some way of integrating the primary substantive preoccupations of economists, sociologists, political scientists, anthropologists, psychologists, historians, lawyers, and political and ethical philosophers taken all together.

De-constructing established simplifications in the service of constructing a more complex, nuanced vision of society has its pleasures. But the important goal of this book is not simply to de-construct more or less useful simplifications; it is to develop some alternative analytic frameworks to help us both to analyze, structure and work within the societies of which we are a part. More concretely, it is to find a way to talk about, analyze, and use the social processes and institutions that we have referred to as the voluntary third sector, or civil society as part of the processes and institutions of social governance. To accomplish this goal, one must give analytic and empirical content to the idea that there is a distinctive structural part of society, or some distinctive motivations, aggregating processes, institutions, and institutional relationships that differ from the simple stereotypes of a private and public sector on one hand, and a distinctive, homogeneous, voluntary sector as a third element of society, on the other. One must also begin to give an account of the ways in which the sectors combine and collide with one another to produce observed social results – not imagine that each operates in its own separate, independent sphere. 


That is the task for this chapter. I should say at the outset that even with the concrete and practical interests in measurement, I am thinking more about an ideal future capacity to conceptualize and measure the voluntary sector and civil society than a practical present. The aim is to develop a satisfactory philosophical conception, and then consider the means that could be developed to see that conception realized in the world through the development of new measurement systems rather than to get on with the task of empirical investigation using existing data.

I. Operationally Defining the Voluntary, Nonprofit Sector: 

Lester Salamon and his colleagues have made the most sustained and successful effort to construct a clear conceptual and operational definition of the voluntary, nonprofit sector. They did so initially to investigate empirically the role that the voluntary third sector was playing in American society. But they then went beyond this limited objective to produce a cross-national comparative analysis of the size and character of the voluntary sector in __ nations around the world. That investigation, in turn, laid the empirical basis for testing various theories that sought to explain the presence and scale of the voluntary sector in different societies. 

A. The Salamon Socio-Functional Definition


This pioneering work has laid the conceptual and empirical foundations for much that has come since, so it is the starting point for any effort to re-conceptualize and re-calibrate the voluntary sector, and to investigate its role in helping to create a civil society that adds to a capacity for governance and social problem-solving

In their account of the effort to create a workable definition of the voluntary sector, Salamon et. al. report that they considered and rejected definitions that had come from different intellectual traditions. In particular, they decided that they could not rely on a legal definition of the sector. The reason was partly that the laws that could be used to define the particular social entities that could be considered part of the voluntary sector were incredible complex and highly varied. This was true when one was looking across different states in the United States. It was even more true when one looked across varied nations of the world.  It was right to reach for a definition of the voluntary sector at level of abstraction above the welter of specific enabling statutes and laws in different states and nations. 

Another part of the reason, however, was that they wanted to develop a definition that would allow them to make some claims about the actual behavior of the sector, and its role in shaping conditions in the society. Since the legal categories were not reliably related to certain variables that social science theory told them might be important in helping them understand the distinct contribution that this sector might make to society, they need to go beyond the legal categories. 

In the end, they settled on what they described as a “socio-functional” definition of the voluntary sector. In their view, the voluntary sector could best be described as a sector of society that consisted of:


Formal, Established Organizations


Independent of Government

No Distribution of Economic Returns

Public Purposes

Volunteer Supported


Below, I take a critical look at both the conceptual definition and empirical methods they (and others) have relied on to take the measure of the voluntary sector and its role in society. But that should not take away from the significance of the work that they have carried out. They have exploited much of what was then, and still is practically possible to do. I am giving myself the opportunity of imagining what could be done in the future if we had additional time and more resources to expand the important work they have begun.


B. The Importance of Law in Defining the Voluntary Sector

The first issue concerns the role that the law, and legal categories play in characterizing and defining the voluntary sector. On one hand, given Salamon’s purpose, its seems wise to reach for a definition of the voluntary sector that is at a level of abstraction above the bewildering detail of actual substantive law to find the larger principles governing our conception of the voluntary sector and the way in which it operates. On the other hand, it is a big mistake not to recognize the important role that law as a general concept and law as a particular set of categories and requirements plays in helping us conceptualize and observe the voluntary, nonprofit sector. Indeed, the law plays at least three important roles in shaping our understanding of the voluntary nonprofit sector.


1. Law as a Device for “Recognizing” Social Actors

First, law is the device that society uses to define and recognize social actors in society and assign responsibility to them for their actions. That is a necessary feature of any society that accepts responsibility for settling disputes among its members. It is also a necessary feature of any system of rules or laws that define rights and responsibilities that actors within a society have to one another. Both the dispute settlement function, and the law enforcement function of societies require them to have a (structural) conception of who can have a moral and legal identity in the society. The society cannot have any way of attributing moral, legal, and practical responsibility to social actors for their action – whether good or bad – unless an actor has some moral or legal identity in the society.
The fact that the law provides the conceptual basis for recognizing social actors in society also generally means that, as a practical matter, the law plays an important role in creating the records that one can use to find formal organizations in the third sector, and in generating the information we have available to us about not only existence, but their number, their size and scale, the kinds of business they are in, and so on. It is the requirement that organizations register as certain kinds of social actors, and give an account of their identity, their governance structures and processes, and their purposes that provides social analysts with some of their most important practical methods of gaining information about these organizations.
2. Law as an Alternative Normative Framework

Second, the law invokes a somewhat different normative framework for thinking about the voluntary sector in society. For purposes of social science explanation of the behavior of a particular set of associations and organizations, it seems natural to reach for a socio functional rather than legal definition of the voluntary sector. Similarly, if one is interested in taking a socially instrumental approach to the voluntary sector, and is concerned with both measuring and influencing the impact that the voluntary sector has on aggregate social conditions, one would want to use a socio functional definition of the sector, because that would point to the important roles that the voluntary sector could play in society. 

But, as will be discussed more extensively below, this represents only one normative framework to use assessing the impact of the voluntary sector. The alternative normative framework is one that pays attention to rights and responsibilities in society, and is guided more by an idea of right relationships among social actors, and between social actors and the state than about the practical ends that a society might like to pursue. The law, with its concerns about what is properly owed from one person to another, and what obligations the state will help to enforce in ordering relationships among individuals, naturally invokes this second normative framework. 

And when that second normative framework is invoked much changes in our analysis of the voluntary sector. For example, when one is thinking from a social utilitarian perspective, the natural question to focus on in assessing the voluntary sector is how large and how beneficial or harmful its impact is on the quality of individual and social life. In contrast, when one is thinking from a legal perspective, the first question one might ask is whether individual property rights include the idea that they can use their money for altruistic social purposes as well as investing and consuming in the market place; whether it would be just or right to constrain individual property owners from establishing charitable trusts and foundations, or other kinds of endowments for public purposes; and what role the state would play in insuring the efficient and effective use of these funds for the purposes the donor established. Or, one might consider the degree to which individuals had natural rights to speak and to associate, and the degree to which the voluntary sector might emerge from nothing other than the protection of these basic human rights.
Thinking about the voluntary sector not as something that has emerged behaviorally and teleologically to serve certain functions in society, but instead as a social phenomenon that emerges from the construction of a particular system of rights and responsibilities forces us to think about the voluntary sector not simply as an instrumental sector that has practical value of certain kinds in society, but as an expressive sector, whose expression is protected by constitutional or legal rights. This idea, in turn, presents itself as an alternative and full justification for the existence of the voluntary sector. If one has rights to spend one’s money as one chooses, and if one has rights to speak and to associate, and if it turns out that some individuals choose to spend money, time, and effort on charitable or public matters, then something like the voluntary sector will emerge as a matter of right, not because the voluntary sector serves some particular well-defined social function.

3. Law as an Instrument that Shapes Structure, Conduct and Performance of the Voluntary Sector
Third, the law not only recognizes organizations and helps us count them, and not only suggests an alternative normative framework for identifying society’s interests in having a voluntary sector, the law also has a marked influence on the size and shape of the sector on one hand, and its internal characteristics on the other. The things one must do to gain legal recognition, and the conditions that are attached to such recognition will importantly determine how many organizations come into existence, where they are located in the society, and what they do to and for individuals.  If the law is protective of such organizations, and accommodating with respect to the recognition of certain kinds of organizations, then we will have more of them. If the law regulates them tightly, then that regulation may frustrate the creation of some organizations, or force them into some kind of underground existence. Alternatively, it might force organizations into forms that would be more consistent with and more effective in achieving the purposes they are meant to achieve. 

For all these reasons, it is important to think about the legal regime that is operating to create the categories of actors we use to understand ourselves, our effects on one another, and the nature of our moral and legal responsibilities to one another, and to shape that conduct with respect to governance, purposes, and activities. It is simultaneously a device for recognizing, for observing, and for shaping social structure, and the conduct and performance of certain associations in the society.
4. The Importance of the Corporate Form

For many purposes, it would be sufficient to end our discussion of the role of the law and legal categories in shaping our conception of the voluntary sector at this point. But there is some value in taking a step further and focusing more particular attention on the way that the law tends to treat collective actors in societies, and more specifically, how it is that the idea of a “corporation” has developed in the law generally, and the influence it has had on the way that we tend to think about organizations in the voluntary, nonprofit sector. [Dewey comment on groups versus individuals. We are interested in collective institutions, but more on economic side than on political. We tend to like economic enterprises as long as they don’t get too big. We are a bit more worried about political organizations. But that seems to be a mistake.]
The most important social actor in liberal society is individual persons. It is individuals who have rights. It is individuals who can call other individuals to account. And it is individuals who can themselves be called to account in society’s courts – both the concrete law courts, and the more metaphoric but no less powerful court of public opinion.

But liberal societies also recognize as legal actors some social entities whose identities are more collective (involve more than one person) and institutional (exist somewhat independently of and last long than the individuals who comprise them) than individual persons. The most important such actor is called a “corporation.” A “rights-and-responsibility-bearing” corporation differs from a “rights-and-responsibility-bearing individual” in at least two key respects. 

First, a corporation is understood to consist of many different individuals, Despite the fact that a corporation is an aggregate of individuals, it is still treated by the state as a unified moral and legal actor – not only an actor whose acts have consequences, but also an actor that can have purposes and intentions that can be viewed as more or less culpable or virtuous. 

Second, a corporation, unlike an individual, exists in perpetuity. It doesn’t die when the individuals who comprise it die. Its assets are not probated and squabbled over when the individuals who comprise it die. It carries on forever, or for as long as it has a legal charter.  

Marion Fremont Smith has traced the development of the idea of a corporation, and particularly the idea of a charitable or public purpose corporation, as a set of legal inventions designed to deal with particular historical problems that arose.
 She has shown that the first important development was for the court to recognize that an individual’s interests could outlive his corporeal existence. The important legal invention was the idea of a perpetual trust; a way that society could recognize an individual’s interests even after the person died. She then showed that, once liberal societies accepted the idea that a perpetual trust not tied to any living individual could have standing in society, it was a relatively short step to embrace the idea that a collective could exist and be treated at law as a single actor who also had perpetual life. The idea that a legal actor could have perpetual life, and could consist of a collective as well as individual, formed the legal innovation that became the public corporation. 

Initially (and still), claiming the legal status of a corporation was a privilege not a right. The privilege was one that the state could grant if the state thought there was an important public purpose in doing so. In order to be sure that this was true, the state could (and did) require those who desired to create a corporation not only to say what particular individuals acted for the corporation as officers of that enterprise, but also what purposes the organization sought to achieve. A charter of incorporation was granted when the state was satisfied that the enterprise making the application was known, that the purposes were important public purposes, and that the enterprise could be trusted (at least to some degree), to achieve the claimed public purposes. In short, corporations were given legal standing as a matter of public utility, not as an extension of individual property rights. Once formed, however, corporations came to be seen as possessing certain kinds of property rights as well as social obligations.

It is important to note that this particular historical account of the legal developments that allowed a liberal society to recognize a collective actor in its midst that differed from individuals on one hand and the state is closely bound to theories of property rights, and their role in organizing productive economic activity. The corporate form is seen as emerging from an extension of personal property rights that allowed an actor with both a perpetual life and a collective existence to own and use property, and to be assigned moral and legal responsibility for the consequences of using those resources in particular ways. The rights to property did not survive fully intact. The corporation had to meet some public use test to be created. But they form the comfortable legal and ideological anchor for the idea that a corporation is like an individual in terms of its rights to own property, and to act freely with its assets as long as it does no damage to others, and operates within the general laws created by society. And, once the advantages of the corporate form became clear in organizing the economic activity of more advanced technological societies, it seemed natural to use this form for the public purpose of building strong economies that could act with greater scale and impact than had previously been possible. So, the idea of the corporation, originally created as a form that would allow the state to give legal recognition to a collective entity with perpetual life when that suited public purposes, has become an idea that we associate closely with private property rights and efficient economic performance.

There is nothing wrong with this historical account of the evolution of the law of corporations. Indeed, it seems like the most accurate account one can give. And while this account affords many opportunities for late 20th century sensibilities and understandings about social organization to be jarred – including realizing that the idea of a corporation was initially more a public idea than a private idea, and that the idea of corporations with charitable and public purposes preceded the idea of corporations committed to private economic interests – it seems quite impossible to now turn back the clock and recreate the powerful, modern private corporation as an enterprise with either charitable motivations, or public purposes, or both.

5. A Road Not Taken: Special Forms of Political Associations

Yet, in looking back at this history, it might be possible to see a road not taken in the development of legal forms that would be important and useful in understanding social level governance. [Note Possible Importance of Different Forms of Economic Associations: Partnerships, Co-operatives, Industry Trade Groups, etc.]  This different route would begin not with individuals with property rights, and a society concerned with economic issues, but with individuals endowed with political rights, and a concern not only for the protection of these rights, but also for the practical functioning of a society that wanted to live freely much of the time, but also wanted to have the capacity to form into collectives at different times to achieve important social results. In this different conception, individuals start with political rights to express themselves, associate, and organize to petition their government as well as economic rights to own things, to use these things for their own benefit and those they choose to help, and to be able to protect these things from attack by other private individuals and the state. Then, given that democratic states tend to be moved by opinions shared by many, it would be natural for individuals with political rights to combine for political purposes – pooling their political rights to give them greater effect in political struggles in doing so. 

It seems important and interesting that liberal democratic societies enable such action by handing out individual rights to support this activity. Beyond giving such rights to individuals to use as they wish, liberal states rarely go beyond the granting of the rights to other more explicit efforts to encourage, or strengthen, or facilitate the processes of developing collective expressions. In short, liberal societies do little to enable or guide politics. In liberal societies, the government’s commitment to structuring the politics that guides its action is to nothing more than neutrality. 

It’s not hard to understand this reluctance to say much more about how politics should be conducted than to give out individual political rights. The obvious worry is that if the state could make rules affecting politics, the state would come to dominate politics, and citizens would have no recourse against the state, and no ability to command the state. 

There are two problems with this position, however. The first is that the state inevitably has to act to create the formal structures within which politics can take place. It has to decide who is a member of the society. It has to decide who can vote in elections. It has to decide what other forms of citizen participation in government it will allow. And so on. Many of these issues are treated as constitutional matters. But it is worth noting that many of them also emerge as statutory questions, or as matters of conventional practice. The implication, then, is that the state is inevitably involved in shaping and structuring the politics that guides it. (This is a more particular example of the bedeviling fact that the state in liberal society always turns up in at least two guises: as something that protects relationships in the society so that individuals can enjoy freedom from attacks by one another, and from the state itself; and as an agent of a collective will of the people to accomplish important public purposes. It is simultaneously the architect and defender of the relationships that support private life, the organizer of the processes by which a collective can arise to claim the use of the powers of the state, and the agent of the collective in enforcing agreements made about individual rights and responsibilities and achieving public purposes that the collective has decided to pursue.)

The second is that a liberal society may have very strong moral and practical interests in the quality of the politics that shapes its basic agreements and particular activities. Legitimacy is lost when politics is weak. Practical efficacy is lost when citizens cannot shape government actions and participate in the solution of public problems. Capacity to deliberate fairly and justly is lost if citizens cannot understand and empathize. And, if Aristotle and Hannah Arendt are correct about human nature and the true nature of human freedom, then much human happiness, dignity, and flourishing is lost when politics are weak.

Thus, one might imagine that a liberal society would be interested in laws that would strengthen its political processes. Strengthen not in the sense of biasing the choices towards one partisan position or another. But strengthen in terms of increasing engagement, representativeness, capacity for deliberation, and technical capacities to understand the likely consequences of alternative courses of action on important public values. 
But this particular line of thought has not been pursued, and little social or legal thought has been given to the particular ways that associations might be formed to help strengthen the political capacity of the liberal society. We are well aware of the dangers of faction. And we have learned how to use faction to protect the interests of minorities from majorities. But we remain uncertain about how best to create a deliberative democracy in which a “we” could be reliably created from warring factions, and suspicious that such a thing could be accomplished.

An important consequence of the failure of constitutional and legal theory to address itself to the important questions about how politics should be conducted, and what sorts of institutions would be useful in the organization of a democratic political process, is that the legal vocabulary we use for talking about the forms and functions of political organizations, and the repertoire of legal forms we have to use in developing political organizations, is much more truncated and less developed than our vocabulary and understanding of economic organizations. More specifically, liberal societies tend neither to seek to regulate the forms that political organizations take, or to invent specific organizational forms that seem suitable to processes of democratic politics or democratic deliberation. They tend to remain silent about this matter, and to borrow organizational forms for political organizations from the economic realm.

6. Corporate Forms for Political Associations 

Without specific legal forms for political organizations, those who wanted to create such collective entities were left with essentially two choices. They could form “voluntary associations” – a legal form that actually does very little to recognize, or enable the collective quality of the enterprise, because it continues to hold individuals rather than the collective entity as legally responsible for any actions taken by the association. Or, they could form a “corporation,” and perhaps particularly, a “nonprofit organization” that eschewed the opportunity to distribute any economic benefits that might result from the organization’s activities to its owners. 

Faced with this limited choice, many political organizations have taken the legal form of nonprofit corporations. They have embraced this form at least in part because that is the organizational form that is closest to the kind of organization that they are. They are not a for-profit economic entity. They are not a government. They are a political organization whose legal standing starts with rights like those guaranteed in the first amendment of the US constitution. They can choose a variety of forms to use in constituting themselves as a durable organization. But the most common form is to incorporate as a nonprofit organization.

The fact that they choose a legal form that involves incorporation and formal organization should not confuse one into thinking that they have stopped being political organizations, and have now become economic organizations, however. The legal rights that allow them to combine are not rooted in the laws of private property, but in the constitutions that give them political rights. The purposes that cause individuals to create them, to join them, to put some of their political rights to  speak and vote in the corporate hands of these organizations, are not the desires to own and use their economic property, or to create more wealth for themselves and the society; they are desires to press their ideas about a good society into the political process and onto government (including the idea that the government ought to attend to their individual material and economic concerns.) The forms of governance the organizations choose will not necessarily be the same as those forms that work well for an economic organization, but might instead be the form that works for their political goals and functions. 

In effect, because we have not yet invented a legal form other than voluntary associations or nonprofit corporations as a choice for political organizations, we might unconsciously bias our view about the important social role of voluntary, nonprofit organizations. Indeed, evidence that this might have occurred can be seen in the fact that no one in the legal world seems to think it particularly odd that associations that organize themselves as nonprofit organizations, and that seek tax exemption for charitable donations, seem to give up some of their constitutional rights to act politically as a consequence. Nor has anyone challenged the right of the AARP to play an active role in representing the interests of retired people on crucial public policy matters affecting their welfare despite the fact that their governing structures and processes do not require, and their practices do not provide for much consultation or deliberation among their members to arrive at a collective understanding of their interests. A fairly independent board acts on what they understand the best interests of their members to be. 

7. Society’s Interests in Enabling and Structuring Political Organizations

There is one more curious aspect of our failure to develop particular legal forms for political as opposed to economic organizations. Because we think of the legal identity of political organizations in terms of individual political rights rather than in terms of economic property rights, or practical interests in accomplishing important social goals through the creation of specific legal forms that would enable that result, we have not thought much about the nature of society’s practical interests in enabling and structuring certain kinds of political organizations. Yet, it seems that a liberal democratic society ought to be very interested in the character of the collective organizations that become active in the political sphere as well as in the economic sphere.

Indeed, viewed from the perspective of today, it is hard to imagine a more important issue for liberal democratic states than thinking through the structures and processes through which we made important collective decisions about our common lives. I say this because it seems to me that we are now engaged in a historically significant discussion about how we understand and structure the boundary between the private and the public, the individual and the collective, and our material and moral interests. How best to construct a “we” that could legitimately and competently address these crucial matters is one of the most important frontiers in the thought and practice of liberal democratic societies, and serves as an important part of the motivation for this work. And that interest focuses attention collective capacities to decide and act in the political sphere as well as the economic sphere. Yet, when we turn to this important matter, we find that we have nothing very specific to say about the legal forms that political organizations should take.

No doubt, the reason for the lack of public discussion about the form that political organizations should take is that we have long assumed as a collective that the state should be neutral with respect to the organization of politics. We worry that if the state were to use its powers to shape politics, that it might begin dominating the political process, and that the separate desires of the state apparatus might come to dominate the interests of the collective. 

But, as noted above, the commitment to neutrality ignores two crucial observations – one a fact, the other a normative claim. The fact is that we already do use state power to structure our political processes, and we will, no doubt, use it more. In fact, there is a very broad family of what could be called “public or state policies towards politics;” that is, particular ways we use the authority and money of the state to structure the way that we carry out our politics. The first amendment is the most obvious use of state authority to structure politics, and that represents a heroic effort to protect the rights of diverse individuals to speak, to associate, to petition their government, and to ensure the conditions under which the people who constitute the society can control the government that is supposed to be the agent of their collectively defined purposes. But one doesn’t have to think very long before one realizes how deeply implicated the state’s authority and money are in organizing in politics. We have laws and practices regulating voting. We have laws and practices influencing the use of referenda, petitions, and recalls. We have laws and practices regulating the raising and use of money in political campaigns. We have laws and practices regulating the actions of administrative agencies that require them to operate in the sunshine, and order them to consult with certain groups of individuals. We make laws that devolve state power from one level of government to another, and in doing so, strengthen the claims of one political community against another. We have laws that give collective groups standing to sue in our courts in some circumstances. These are all examples of places where we use state power to regulate the process of politics understood as private, collective efforts made to influence state action. Why, then, when we do so much to shape politics do we not have a theory of legitimate, competent, and useful political organizations?

Second, it seems pretty clear in both theory and practice that there are real problems in the quality of democratic processes in a world in which the state remains “neutral.” If the state remains neutral, individuals can be bribed or bullied to give up their right to vote as they fit. If the state remains neutral, the voice of the wealthy and of demagogues will be amplified to the potential disadvantage of a legitimate and competent democratic political process.

Obviously, it is not easy for a democratic state to decide exactly how state power should be used to structure politics to ensure a legitimate and competent political system. And, one has to begin that process by giving wide respect for individual rights as the most important guide to public policy. But, it wasn’t easy to start thinking about how a laissez-faire capitalism that found its justification simultaneously in an idea of powerful property rights, and a social science theory that showed that (under some conditions) the free exchange of capital, labor, and goods would produce social results that met some important normative and practical goals should be adjusted as well. There were constitutional battles about what constituted an appropriate “taking” of property for a public purpose, in which some public purposes were found to be more compelling than individual property rights. Perhaps there could be a similar discussion about the public’s interest in a fair, legitimate, and competent political system as well as a fair, legitimate and competent economic system. If such an interest had been identified, we might have by now developed a theory of political associations, and legal forms that embodied that theory as well as the theory and legal forms that enable the private economy.


8. Summary

Returning to the current reality from speculation about what might have been, one need not despair, for it remains true that the collective, acting through the state, could invent a theory and a set of organizational forms that would be more consistent with political organizations. Indeed, the law of corporations remains incredibly flexible – much more flexible than our current minds can generally contemplate. We could easily create more or less restrictive rules about the kinds of individuals and the kinds of purposes that could be incorporated (i.e. recognized as actors in the state’s legal system), and use those rules to differentiate different kinds of organizations.  It could also impose more or less detailed burdens on the organization with respect to specifying the sorts of governing structures and procedures that would ensure the organization’s commitment to its purposes. It could do these things prompted either by concerns about the rights of various individuals who were associated with or affected by the organization, or by practical concerns about achieving certain social goals that the society thought important. The important social goals could be focused on building a strong market economy as a way of advancing our individual and collective material welfare. Or, they could be concerned about building a political system that would be effective in allowing individuals to develop and act on their conception of a just society. Or, they could be concerned about creating social conditions that would allow individuals to live a full spiritual and communal life. 

Again, as Marion Fremont Smith has shown, however, the United States, at least, has opted to leave this form wide open as to purposes, to governing structures, and to performance (At least with respect to the statutes that govern incorporation. Once the organization becomes a legal actor, it becomes subject to a host of statutes regulating the conduct of all legal actors in the society, and some particular ones focusing on particular organizations in particular industries and so on).

The point I am making here is that one cannot easily construct a definition of the sector in terms of “formal organizations” without making at least some kind of allusion to the law as a device that at least recognizes the existence of some entity as a moral and legal organizational in the society – an actor that has an identity, and with that, both rights and responsibilities to other actors in the society and to the state that acts as society’s agent. To be “formally established,” after all, means at least in part to be legally recognized. It also means that one has to make a declaration to those inside and outside the organization who and how the decisions of the organization will be made. And the basis on which that recognition is granted is the legal system of which the organization is a part.

It mattered a great deal when we forgot that the corporation was a public entity, and relieved it of the responsibility of having to go back to the state when its purposes changed. It also matters to some degree that we still require nonprofits to perform this salaam to the state as the representative of the collective interests of the polity. And it matters equally that we do not now have or enforce any particular ideas about how organizations might work to enrich the quality of our democratic processes.


9. The Legal Status of Mutual Benefit/Self-Help Organizations

So far, I have emphasized the importance of the laws of a liberal society in recognizing individual property rights, and the kinds of organizations that might help a modern market economy function well in allocating scarce resources to activities in a society. I have also stressed the potential importance of the laws of a liberal society in recognizing the political rights of individuals, and in the kinds of organizations that might help a modern liberal democracy both protect individual political rights, while at the same time enhancing the capacity of the society to recognize and act on problems that are perceived to be collectively important for one reason or another. And, I have argued that while the legal form of the corporation was initially used to support (collective) public rather than (individual) private purposes, and while the form remains remarkably flexible, its current close association with firms created for economic purposes tends to confuse rather than enlighten us when we begin thinking about the forms that political organizations could or should take.


Many of the same points could be made if we turned to a discussion of organizations and associations that are a complex blend of economic, social, and political organizations. What I have in mind, of course, are the wide variety of fraternal associations that exist in the society. Often, these organizations started as social clubs in which individuals simply sought out the company of others who seemed like them in some important ways. They were used to socialize – that is, to have fun; to gossip and in gossiping create a shared normative understanding that created both boundaries around the group and a set of norms governing behavior within the group; and finally to create a kind of group consciousness that was available to members to use when they needed individual help, or when they thought together that they wanted to accomplish something on their own, or when they thought it would be valuable, feasible, and just to make a claim on other institutions of society. Once the socialization occurred, then, it was possible for these groups to take on important economic functions associated with self-help and insurance against disaster. (Insurance is one of those things that has powerful economies of scale such that an aggregate of individuals can always have a greater capacity to insure one another than an individual alone.) It was also possible for the groups to take on important civic functions in the form of acting independently to deal with social problems or exploit social opportunities the group thought was important. And it was possible for the group to take on political functions of advancing their group material interests or their public causes and conceptions of justice in different forms of political representation.


These organizations, too, faced an important question of whether they wished to be formally recognized or not, and if formally recognized, what legal form they would embrace. Again, the legal system tended to limit their choices as to form. They, too, could be voluntary associations, or corporations. (They could also choose to be partnerships, and co-operatives.) There was no specific creation in the law of a form that was particularly indicative and enabling of these particular kinds of organizations. It is as though, having hit on the generally attractive form of the corporation, we ran out of ideas for creating other kinds of legal ideas. And, while it is certainly true that the corporate form is, in principle, very flexible as to purposes, governance structures and processes, and activities carried out by the organization, the fact is that we increasingly think of corporations as economic organizations that are best governed by structures that concentrate authority in self-perpetuating boards, and that are made effective in achieving their purposes through hierarchical systems of management control. Against these standards, groups that choose diffuse purposes, highly democratic governing processes, and egalitarian working relationships are apt to look inherently unprofessional and inefficient. And so they might be if our standard for evaluation is simply ratio of the costs they incur in operations to the amount of output they deliver to an outside world. But if we understand that these organizations are producing value for their members through the mere processes of association, and that the association and sense of control is more important to the members than the output of the organization (regardless of whether that is delivered to members or to outsiders), then these particular uses of the flexibility granted in the general idea of a corporation might be seen as highly efficient. 


In sum, to treat the laws that provide the categories of organization that can be recognized by society as unimportant to the definition of the voluntary, nonprofit sector is to make a significant error. It is the law that gives us the very categories we rely upon to do the sorting and analysis that is the object of an effort to define and account for the size and character of both civil society and the voluntary third sector, to say nothing of the role of the law in allowing us to protect, enable, and regulate these activities.

10. The Public’s Interest in Governance Structure and Processes of 
Private Organizations
C. Only Formally Established Organizations?
The decision to de-emphasize the role of law and legal categories in defining the voluntary sector seems particularly surprising given that the first element of their socio-functional definition is one that focuses on “established organizations.” Of course, the idea of established organizations can be seen as different that formally established organizations. Established could refer to the longevity of the organization, and its place in the consciousness of its creators, supporters, members, and other parts of the society rather than its legal status. And it is clearly true that there can be legally established organizations which are neither durable nor much present in the consciousness of a society; and conversely, that there are very important and powerful organizations that are not legally established. But as a practical matter, the socio-functional definition very quickly ends up focusing on organizations that are legally as well as socially established.
 
Of course, there are important reasons to focus on formally established organizations. As a practical matter, it is easier to observe, measure, and count enterprises that are conscious of themselves as collective actors, and have asked to be recognized by the wider society as such than those collective enterprises that have a more latent, unself-conscious existence. Such organizations have at least had to give themselves a name. They may also have acquired an address and a phone to advertise their existence to potential contributors, members, partners, and clients. Some will have gone on to print stationary and brochures that describe who they are and what they intend to do. And some will have gone still further to incorporate themselves, create bank accounts and membership lists, and negotiate with the state about their tax status. In these ways, the organizations will have shown up in objective and relatively permanent kinds of records ranging from newspapers, phone books, lists of incorporated organizations recognized by the state, or state tax rolls. That makes it easier to find them, to count them, and to examine other organizational characteristics.

In addition, if they have gone to the trouble of declaring themselves as organizations, it seems logical to assume that there are both relatively permanent, and relatively large compared to other less formally established enterprises.
 Consequently, even if these organizations do not constitute everything that might be worth considering part of the third sector, they account for most of the people, activity, and capacities that can be associated with the sector. 
Besides, to argue that a useful place to start in exploring the size and character of the third sector is with organizations is not to say that that the other ideas about the sector are not important. It means only that, in beginning to investigate the character of the sector one might usefully start with these particular kinds of collective entities.

Finally, because the idea of a “sector” is itself a structural idea, it seems natural to think of the third sector as composed of structural units – ideally, organizations that have something in common with one another, and something that distinguishes them from the organizations in the other sectors. 
All this makes good sense. It is no accident that the focus of attention in studies of the voluntary sector has been on established organizations. Still, for the purposes of taking the full measure of the voluntary sector and its role in social governance, limiting the definition of the voluntary, third sector to formal, durable, relatively large scale organizations risks some important distortions in our conception and our empirical understanding of the sector.


1. The Importance of Informal Associations

The most important is that there may well be a great deal of social and collective activity that is important to social governance and the creation of a civil society that can act effectively to define and acting on social problems that is ignored when we look only at the formal organizations of the voluntary non-profit sector. Without doubt, there is a great deal of what could be called generally civil society activity and association that remains informal. One can imagine the variety of informal arrangements that neighbors make with one another to deal with issues of child-care, or to protect or beautify their communities as a kind of social activity that would be worth noting as an important part of civil society. One can imagine the informal reading groups, and the block parties that become a forum for political discussion as equally important forms of civil society.

Such informal organizations do not need to be small, either. Alcoholics Anonymous, for example, has only a minimally formal organizational structure. Yet there are millions of individuals who found themselves involved in the purposes, activities, and relationships that comprise Alcoholics Anonymous. Similarly, one can easily see in society the influence that can be generated on individuals and the broader society by the fact that individuals feel a strong bond to others with whom they share a similar social identity, or a similar set of interests. These bonds are real enough and strong enough for both political candidates and commercial firms to use them as categories in “segmenting” the society to determine where their support is strong and weak, and to make appeals to different market segments based on values and interests that such groups have.  Such “organizations” may not ever have to meet, or to have their membership officially created to have influence in the society. The only thing that makes such relationships “organizations” is the fact that they can be mobilized to engage in collective action of various kinds when their shared interests and values are affected; that is, the individuals are “organized” in latent networks of association and commitment even though they are not on membership rolls, do not contribute to a common pool of assets, and do not share in the governance of an entity that claims to act in their name, for their purposes, using their contributed assets.
2. The Individual Motivations and Social Processes That Sustain the 
Organizations
There is a further difficulty with a definition of the voluntary sector that starts with a definition that focuses on an established social aggregate called a formal organization. If one begins with a formal organization already in existence, the process by which those organizations come into existence – the ways that the formal organizations emerge from the background of social relations and individual motivations, and sustain themselves against the overwhelming power of fading interests and weakening commitments – is pushed into the background. One doesn’t have to say how the organization draws individuals to support it, and that sustains their loyalty to the organization, their willingness to contribute resources to it, and/or to do the organization’s work. One doesn’t have to talk about the degree to which the individual’s commitment to the organization is intensified by shared identity, the promise of fellowship, a web of reciprocal obligations, or a common cause. One can see the organization itself as the unit of analysis, and treat that entity as the social actor. 
Because we do not see all the social activity that might be worth attending to, and because we do not look beneath the organizations to see what is animating them, sustaining them, and giving them direction, we miss a great deal of what might be important in understanding the voluntary, third sector, and the way in which it underwrites the capacity of civil society and liberal democracy. Except for the fact that we concentrate on the special class of formal private organizations that eschew profits in favor of the achievement of social goals, we miss the set of values that animate individuals to contribute to others through voluntary action and charitable contributions -- particularly when those are not channeled through any organization, or when they show up as important animating parts of both business and governmental entities. Except for the fact that we imagine that commitments to a cause provide at least some of the motivation for individuals to work for these organizations, we miss the invisible structure of social ties and social capital that form the basis for individual acts of charity, and for creating organizations committed to charitable, civic, and political activities. As a result, someone (like me) who wanted to study civic or charitable motivation and action that was not contained within or channeled through such organizations -- that appeared in transient forms, or that expressed itself through for profit entities or political or governmental entities -- would not be able to find a civil society that relied on a definition focused only on a certain class of formal organizations. 

3. Inappropriate Attributions of Qualities to Formal Organizations

But there is an even worse analytic error: as analysts of “nonprofit organizations” we may mistakenly imagine that the organizations that fall into the relevant category of voluntary and nonprofit have many specific characteristics we associate with voluntarism and charity that they do not necessarily have. For example, we may imagine that they reliably sacrifice economic returns for mission effectiveness and channel every scrap of economic value they create into accomplishing their mission rather than indulging themselves in various ways. We may also imagine that the people who work for the organization are motivated by the mission rather than the money in their paycheck -- that they are all volunteers, or at least quasi-volunteers. We may also imagine that the output of the organization is particularly valuable to the most disadvantaged, or to the most publicly urgent problems the society faces. 

But none of these things is necessarily true of the particular class of organizations defined as voluntary, nonprofit organizations. They may be as concerned about increasing flows of revenues to the organization as for-profit organizations. And, even though these organizations may have denied themselves the opportunity to distribute these economic surpluses to themselves as creators and owners of the enterprise, they may still find ways to lard their operation with perks that are valuable to them such as nicer buildings, bigger staffs, higher salaries, and more generous benefits instead of staying lean, and mean, and focused on the mission. Or, like government organizations, they may become so focused on raising money from third party payers rather than producing results, that they forget the mission in pursuit of the revenues. 
Similarly, it might turn out that many who work for these organizations talk a great deal about the mission, and act as though they are making economic sacrifices for the mission, but are also insisting that they be paid at wages comparable to those in the private sector. Indeed, the drive to professionalize the nonprofit sector has made salary equity with the private sector an important goal. While this might make sense as a device for guaranteeing a flow of talented people to the sector, it tends to undercut the claim that the employees are differently motivated than those who work for business on one hand and government on the other. 
Finally, as noted above, it might well turn out that the products and services offered by many nonprofit organizations do not flow to the worst off in society. They go to the middle class, or even to the rich. Nor do all nonprofit organizations represent the political interests of the poor and oppressed. There are many that protect the interests of the rich and the powerful. Consequently, instead of assuming that all entities in the nonprofit sector have the particular virtues we associate with some nonprofit organizations, we have to investigate them more closely before we decide whether or not particular associations and organizations within the sector have some or all of these virtues, and the degree to which the voluntary sector seems to have high concentrations of associations and organizations that have many of the virtuous characteristics.  

For these reasons, then, -- both to recognize an important part of individual and social life that contributes to civil society that is not formally organized, and to be able to look behind existing organizations in the voluntary sector to be able to see the ways in which they are operating to produce the effects that interest us – it might be best to hold open the idea that the voluntary sector that is worth examining is something both larger and smaller than the formal organizations of the nonprofit world. It is larger because there are parts of the social world that are important in creating civil society that are not necessarily formal nonprofit organizations. It is smaller because there are some organizations in the sector that have very little that would distinguish them from for profit organizations on one hand, and government organizations on the other. To know what we are looking at in terms that will matter to our description, measurement, explanation, evaluation, and policy intervention, then, it might be important for us to look at something different than the activity that occurs within nonprofit organizations. We have to look at social relations and activities outside the boundaries of organizations, and at the micro-processes within organizations to find what we are really looking for: namely the role that voluntary sector motivations, processes and institutions play in the overall governance of society.
D. What is Independence and Why Important?

The second definitional element in Salamon’s “socio-functional” definition of the voluntary sector is that the formal organizations be “self-governing” and “independent” – particularly of government. In their view, these structural characteristics of the firm level governance of organizations is what makes the organizations “private” rather than “public” or “governmental.” They want to locate the formal organizations of the voluntary, nonprofit sector outside the domain of the public/governmental. 
That, too, makes a great deal of sense. There is certainly an important difference between an organization that is established by government, receives most of its funding directly from tax appropriations directed by the government to the organization to support its functioning, whose employees are government employees, and is directly accounted to the legislative and executive branches of government on one hand, and those that are established at the initiative of private citizens, receives much of its funding from charitable donations or the sale of goods and services to willing customers, whose employees are some combination of paid and volunteer workers, and is accountable primarily to a board that has responsibilities primarily to those who have invested or contributed funds to the organization. And that is a distinction that is important to maintain in characterizing non-profit organizations, and distinguishing them from both government on one hand, and for-profit organizations on the other. But it may go a bit far to proclaim that these organizations are “independent;” perhaps even too much to claim that non-profit organizations are if not entirely independent, at least independent of government.

There is an important sense in which no formally established organization is truly independent. On one hand, as a structural matter, its existence has to be recognized by the society of which it is a part. And the rules that tell governments what kinds of collective are entitled to recognition vary a great deal in terms of their stringency. In the most liberal societies, governments are required to recognize self-initiated organizations if they meet the most minimal standards. In less liberal societies, the state may refuse to recognize any organization unless it lives up to very precise standards.  To the degree that government grants a license, or creates a space within which organizations can form, one could say that it authorizes the organization to exist. 

On the other, as a functional idea, all organizations have interactions with their environments. Their environments typically consist of other independent acting organizations and individuals. They depend on the environment for resources. The value of what they produce is also traced out to some degree by the impacts they have on the environment in which they are operating. This causes all organizations to pay attention to their environment, and to make strategic adaptations. They are not free to do what they want; they are free only to do what they want within the limitations of the economic, social, and political environments within which they act. 

So, maybe we should say that the important thing is that the voluntary organizations are independent of government. But we have already observed that organizations need a license to operate, and the state is one of the important institutions that creates that space or denies it. It is also true that the state supplies much of the material resources that nonprofit organizations rely on. Tax exemption, but also grants and contracts. Indeed, there are some organizations in which most of the money is coming from the government. 
These organizations may still be independent in an important sense that they decide what they want to be and whether they will take the government’s money. They can always say no. And they can also have a part of the organization that is not guided by the government. But insofar as the government is paying, is imposing conditions that focus on output, or even conditions that impose on other characteristics of the organization, one can say that nonprofit organizations are differentially independent of government. 
Perhaps the important idea here has more to do with the idea of “self-creating” and “self-governing” rather than the idea of “independent” either in general or of government more particularly. The vital idea of the voluntary sector seems to be that any individual, or small group, or even large group, has the right to establish itself as a legal entity that will be recognized in a society as an entity that can own property, take actions, and be called to account for its actions, just as an individual would be. What seems special is that anyone can be an incorporator. Of course, it is easier to do that and have it be consequential if one has money, or many other committed people already signed up to be part of the organization. But the point is that the voluntary, nonprofit sector protects, invites, and celebrates initiative in forming collective enterprises – regardless of whether they are mutual benefit organizations, or charitable service delivery organizations, or civic groups, or political advocacy groups. What is important is that the initiative for forming the group lies outside the government – and therefore reflects individual or voluntary ideas rather than those that have emerged from some kind of collective deliberation carried out within the institutions of government. 

Equally important is the idea that these organizations are self-governed. This means that they take responsibility for what they do. They can be called to account. But they can also make their own decisions. They can also change their purposes as well as their means. And they can decide to merge, or to go out of business. And they can do all this without having the decisions they make being authorized or pre-cleared by government. They may be noted, and reviewed by the government. And there may be some actions that the government may disapprove, or some things that it requires. But the control is not very exacting. And in the wide range of both de jure and de facto discretion, the organization may act according to its own ideas of what would be valuable. 
An important question is where is this decision-making power located. The general answer is in the governance structures and processes of the organization. Often, that is described as the Board of the organization. But that imports a private sector model that may or may not be appropriate for all different kinds of nonprofit organizations. The Board model emerges when we are primarily concerned about efficiency and effectiveness, and imagine a powerful executive with a small intimate kind of legislature is the best route to go. But it is not obvious that this is the best model for political organization. Nor is it even obvious that this is the best model even for service delivery organizations if we take a full account of the value being produced by the organization. Suppose that one of the important functions we want the voluntary sector to perform is to help build social capital, or to teach skills of democratic participation and leadership. Suppose further that we thought of the governance structures and processes of a given organization not as the place where purposes were set, and not even instrumentally as the locus of organizational control, and the source of the drive for efficiency and effectiveness in achieving organizational results, but in addition as a place where these other effects were produced. Then, it is not at all clear that we would always want a small executive board. We might prefer a more expansive kind of legislature, or even a membership group that can vote in broad participatory processes. 

If an organization is independent and self –governing, it means that it positions itself against an environment that influences its conduct. The brain of the organization in this positioning is contained in the structures and processes of governance. That may be more or less widely shared throughout the organization. It is easy to imagine that the governance structures and processes we observe are heavily influenced both by the origins of the organization, and the ideas of its incorporators. (Indeed, an important part of incorporation is specifying the structures and processes of governance.) It may also be influenced by the kind of organization it is, and the implications that has for desireable structures and processes of government. And the structures and processes of governance may be the focus of direct government regulation. But the point is that the structures and processes of governance are chosen (and adapted) by the organization according to the deliberations and judgments of those who incorporated, and continue to govern the organization. 
If it is true that the initiative and self-governing characteristics of the organization are important, then it might be important to have a more nuanced way of characterizing the structures and processes of firm level governance. 
E. Non-Profit Distributing

The third element of the socio-functional definition of voluntary/ nonprofit sector organizations is that they not distribute any financial returns that accrue to the organization to their incorporators or owners for their personal financial benefit.
 This, of course is the characteristic of nonprofit organizations that distinguishes them most sharply from commercial, for-profit entities. The goal of most for-profit entities – whether they be sole proprietorships, partnerships, co-operatives, or corporations – is precisely the opposite: namely, to earn revenues through the sale of products and services precisely so that these any revenues earned in excess of costs may be delivered to the owners of the enterprise. From the point of view of those who created, financed, and operated the organization, the main point of the exercise is to reap the financial returns. The particular product or service produced to achieve this result is, in many respects, subordinate to the financial goal of earning and distributing a product. 


1. Financial Performance is Secondary to 

In contrast, those who create, finance, and operate a nonprofit organization declare themselves to be uninterested in securing financial returns from the operations of the organization. They, instead, commit themselves to pursuing the mission of the organization – a purpose that is often cast in terms of transforming social conditions in some way, or delivering a certain kind of service that is thought particularly meritorious to a population that is viewed as particularly needy. They explicitly eschew the potential financial returns that could be generated by the organization’s operations, and sign up for a regime that prohibits them from benefiting financially from the organization’s operations and activities. For them, the envisioned mission of the organization is pre-dominant; the financial performance distinctly secondary.
This doesn’t mean that the incorporators, owners and operators of nonprofit organizations are not interested in financial performance of organization. As a practical matter, they have to be interested in the financial status of the organization if their mission is to be achieved. It does them no good to have a purpose if they cannot acquire and use financial resources to achieve those purposes. It does them no good to have a mission if the organization goes out of existence long before the mission is achieved. 
Even if they didn’t have these practical interests in paying attention to the financial performance of the organizations, they have legal obligations that require them to be honest and competent financial stewards of the assets held by the organization they lead. Those obligations prohibit them from “private inurement.” They also encourage them to take their duties of care and loyalty seriously. [Financial stewardship can be focused on sustainability of organization. But could also be focused on making best use of assets to achieve desired goals. These goals may sometimes come into conflict: may make sense for an organization to go out of existence in pursuit of its mission. But ordinarily, we think they are aligned. An important question in nonprofit management has to do with when long life has to be pitted against successful performance.] 

So, the claim is not that non-profit owners and managers can afford to be indifferent to the financial performance of the firm; is only that their interest in financial performance is distinct from and distinctly secondary to their commitment to the mission. The financial sustainability of a nonprofit organization may be necessary for the organization to pursue its mission; but it is not sufficient. And the financial success of a nonprofit organization tells us very little about the degree to which it has been successful in achieving its mission.

In understanding Important to understand what kind of financial returns are the focus of this particular concept. It is not focusing on salaries paid to managers and other employees of the organization. If one starts a nonprofit organization, one can pay oneself a salary that is equivalent to what one could earn in the for profit sector. Kind of financial returns are not those associated with salaries and perks. NP organizations can deliver economic benefits to those working for the organization. Indeed, may be vulnerable to their own elite workers. And, if an incorporator becomes an employee, it is possible for him to benefit economically. The kind of financial return are those that could accrue to owners: payments out of profits, payments associated with increased equity in the business. 

The returns that are the focus of this prohibition are those that accrue to the organization as it takes in revenues, and pays out costs. What is described as a profit in the commercial sector here has the standing of a positive fund balance. And it is that positive fund balance that cannot be distributed to owners.
A nonprofit organization may also have an asset value that is associated with the market valuation of its assets, and its reputation. In principle, that asset value could be increasing or decreasing over time. (The more positive the fund balances, the more valuable the organization as an asset that could be sold). But, again, if an enterprise has incorporated itself as a nonprofit organization, if its asset value has increased, and if it is sold, then those equity gains may not be distributed to the owners or incorporators. 

It means that their financial management of the organization has to be directed to the achievement of the mission, and that none of the financial value of the organization can be given to the owners of the organization.

This commitment to eschew the distribution of financial returns to the initiators, owners, incorporators, etc. is judged to be important for several different reasons. 

First, to some degree, the commitment to non-distribution is meant to signal something important to the society about the reasons that those who are creating and running the organization are doing it. (Tell us about the motivations of those running the organization) They are not doing it for the money; they are doing it for the mission. This makes a moral distinction between them and those who create other kinds of organizations. We treat them differently as a consequence. (Whether this difference really exists and matters, can be debated. But when one is doing so, one is debating one of the core ideas of the voluntary and nonprofit sector and its distinctiveness).  And the law requires them to live up to this declaration by trying to ensure that they cannot benefit financially/individually from the operations of the firm.

Second,   it is thought to shape the incentives in operating the firm so that it is more likely that those who own the firm will guide and direct the firm to be consistent with their claimed goals. 

Motivations of the owners to search for and exploit economies. Problem of elite workers. It effects operational choices about controlling costs. There is also the worry that if there is no residual owner with an interest in the financial performance of the organization, then one of the engines we rely on to insure the long run efficient performance of the organization will disappear. Cite Jensen. The economic incentives might turn out to be more powerful and more useful than moral zeal in helping organizations find the efficient ways of producing the desired results.

Problem of motivations and different form of labor contract. Quasi volunteers and their equity interests.

Pricing decisions.  If there is no financial gain to be made and distributed, then there is no reason to try to gouge clients. This influences pricing decisions for goods and services. Doesn’t mean that they always price at or below cost. Doesn’t mean that they don’t try to claim some of the value they produce from customers through pricing their goods and services. 

And it influences decisions about what to do with any surplus that might accrue due to unexpected financial success. 
And it influences choices about whether to combine, or merge, or sell to for profit entities. The touchstone in all of this is the mission of the organization. And the public turns out to have not only an interest but often a legal right to oversee and participate actively in decisions about the disposition of assets that have been treated as charitable or public assets at least in part.
There is a strong temptation in our cynical age to discount the importance of the motivations that are both associated with and legally required of those who establish nonprofit organizations. There is the assumption that individuals may benefit – economically, socially and politically. There is the assumption that there are many ways that individuals can get around these requirements and do well even as they are doing good. 

But it would be a mistake to treat the nondistribution condition as unimportant. It does have important material consequences for those who establish, own, and govern organizations established as nonprofit or charitable. It does have important consequences for the incentives created within the organizations and associations. Indeed, at a time when many “social entrepreneurs” are finding ways to do well by doing good, it is particularly important to recognize that the choice by incorporators and owners to constitute themselves as a nonprofit organization is a significant commitment – not an arbitrary choice – for them, the society in which they are operating, and the purposes they hold dear. The issue is precisely how the financial and economic value of the organization one creates will be divided between the individual who founded the organization and the wider society that will benefit from this initiative. Just as a price divides the value of what an organization can produce between the organization that produced the product and service and those who purchase it, so the decision to permanently alienate a private claim on the economic and financial value of an organization one creates for social purposes divides the future value of the organization as a whole between the founder and his heirs on one hand, and the public as a whole on the other. This is a real and important decision. Many emergent social entrepreneurs fail to appreciate the significance of the decision about whether to incorporate as a for-profit or non-profit organization. It can make a huge difference in terms of their ability to benefit economically from the enterprise. It also affects their standing in the community. It is one thing to do well by doing good; it is quite another simply to doing good, while deliberately giving up any claim on the potential financial returns of one’s work. 

We are all cynical enough to see the ways in which the appearance of altruism could be a fraud. But that should not take away from the fact that those who decide to incorporate as non-profits, and in doing so, declare their charitable intent, and bind themselves from benefiting from the economic gains of the organization are doing something that is different in moral terms than those who incorporate as a for profit organization. They are also putting themselves in a situation where they will be somewhat less tempted to make decisions that benefit themselves financially at the expense of the social purpose they seek to achieve. (note about tax benefits. Nobody ever makes money by creating a nonprofit charitable trust. They simply change the definition of who gets to decide what particular public purposes should be pursued with their money) The decision to eschew private financial benefit is one important way in which public spirit infuses the enterprise. Also turns out to be an implicit subsidy to the operations of the organization, because the owners are not demanding even a market return on their financial or sweat equity.  They have pledged all that to the mission of the organization. 
F. Charitable or Public Purposes

The fourth element of the socio-functional definition of the voluntary sector is that the organizations be focused on the achievement of charitable or public purposes. Again, this is an effort to draw a sharp distinction between these organizations and more commercial, for profit entities which are understood to have private purposes in the sense of advancing material prosperity, and benefiting particular individuals rather than advancing broader social purposes, and benefiting society as a whole. There are two problems here. One is that when we talk about organizational purpose it is not clear whether we are talking about intention or effect. Second, it is not exactly clear (and is becoming less clear over time) whether and how the distinction between private and public purposes can best be understood conceptually and practically drawn in the real world – particularly in a world in which important social goals are defined philosophically in terms of satisfying individual desires, and practically in terms of building strong economies.
1. Distinguishing Purposes from Revenue Sources

Perhaps we can take an important step in the direction of clarifying our ideas here by making two important moves. The first is to separate the issue of the purposes that an organization has (along with the effects it produces), from the issue of revenue sources (or more broadly resource flows). Purposes and sources of revenue are strongly correlated, of course. Public purposes are often supported by tax levies. Private purposes are often supported by investors hoping to get a financial return for their investment, and revenues earned by the sale of products and services to customers. Charitable purposes are generally supported (at least in part) by charitable donations. 

But the correlation between purpose and revenue source is far from perfect. Often public purposes are supported at least in part, by sales of products and services, and by charitable donations. Think, for example, of a public hospital that thinks of itself as providing a public service not only when it cares for the sick who can pay, but also when it provides care to those who can’t pay, and conducts research and provides medical training that will strengthen the practice of medicine in the future, and that is financed through a complicated mix of private payments (by individuals or private insurance), public payments (through medicare and medicaid), public payments for research, and some charitable contributions of time and money. Similarly, private purposes are often supported by both public and charitable efforts. Think, for example, of complex urban redevelopment projects in which private developers join forces with the public and voluntary sector to produce an urban redevelopment plan that includes not only high quality housing and residential space supported by rents and fees, but also schools, parks, and transportation facilities supported partly by taxes and partly by charitable donations. Finally, there are many charitable purposes that are also supported by government money and money from for-profit corporations as well as by private charitable donations. Think, for example, of the provision of emergency aid to those who are victims of a natural or man-made disaster. Much of the first response capacity comes from government. But very soon, nonprofit organizations show up to channel the desire of individuals to ease the plight of the victims. Corporations, too, show up to help the victims – some of whom are their own employees, and some of whom are not.

So, both in principle and in practice one can and should distinguish between the purposes and effects of an enterprise (seeing them as more or less public and charitable) on one hand, and the sources of revenues on the other (distinguishing among revenues earned from the sale of products and services (to private customers or to government), tax levies (or exemptions), and charitable contributions).  Table 3-1 shows what happens when one begins to make this simple distinction. It is important to recognize that many of the cells in Table 3-1 could be viewed as charitable in the motivation of resource  providers, and others in their purposes and effects. But only a few are charitable in both the motivations of the resource providers and their effects. As noted above, one can express a charitable impulse in making contributions (in the sense that one does not expect to materially benefit oneself from the gift). And at the same time have the purpose for which the gift is given be viewed by the rest of the society as not particularly charitable. Conversely, one can have an organizational purpose that might be viewed as charitable in its effect (i.e. the provision of micro-financing to the poor, or the development of jobs that can be done by the disabled) that can turn out to generate economic surpluses, and could, in principle, then be sustained as a private enterprise without needing charitable contributions or government subsidies.

2. The Diminishing Role of Charitable Contributions in the Voluntary Sector 

It is also true as Salamon and others have documented, that what we call the voluntary third sector in the United States has become less and less dependent on charitable contributions as a source of revenue, and more and more dependent on financial support from the government on one hand, and the sale of products and services to clients (at more or less subsidized prices) on the other. Indeed, the fact that the voluntary nonprofit sector grew the fastest in the period in which government spending for various public purposes was increasing that supports the claim that the nonprofit sector as a whole is at least financially dependent on, and perhaps also to no small degree the creation of government. This makes the organizations seem less private, and less charitable than we usually imagine – or put somewhat differently, it suggests that the charity we see in the voluntary sector is no more than the charity that is expressed in our collective decisions about how we mean to use the powers of the state to achieve our public-spirited or (more narrowly) charitable objectives.

Still, it would be hard for us to think of the “third sector” without at least some reference to the ideas of public and charitable purposes on one hand, and voluntary and charitable contributions of resources to the enterprise on the other. As a result, a nod in these directions has to be made in the definition of the third sector. Indeed, to some, the idea that the third sector consists of those individuals, activities, associations, and organizations that involve “private, voluntary contributions to public purposes” captures the most essential quality of the sector even if it does not describe the activities of all the organizations that are lumped into our conception, and even if it does not sharply and reliably distinguish those organizations from organizations in the private economic and public governmental realm. 

3. The Widening Definition of Public Purposes

Finally, what counts as an important “public” purpose has gotten very broad. We can begin by trying to preserve within the voluntary sector some ideas of more or less public, even as we differentiate the sector as a whole from the purely private on one hand, and the purely governmental on the other. For example, We try to hold onto a distinction between “other-serving” organizations on one hand, and “member serving organizations on the other, and to treat the former as “charitable” organizations and the other as not. But we then assign churches to the “other serving” category (despite the fact that their most important duty is to the spiritual well-being of their own members), and political parties to the “member serving organizations” (despite the fact that many political associations exist primarily to advance a view of what would be good or just for the society as a whole, and even those that exist primarily to protect or advance the material interests of their members have to do so by making at least some public interest arguments for why state powers should be used to protect their interests). We can certainly distinguish between organizations that provide food to the starving from those that provide wonderful buildings housing beautiful art to be viewed primarily by the middle and upper class members of society. But both kinds of organizations are viewed as “charitable” for many public purposes. And to many in today’s society, even for profit organizations have to be viewed as having some important public purposes – particularly if they go beyond their basic economic contributions of providing jobs to employees, products and services to consumers, and generating wealth for owners, and beyond meeting obligations imposed on them by the state to treat their employees fairly and well, to protect the environment and so on, to make contributions to society that are neither obligatory, nor particularly profitable.

4. Distinguishing Among Broad Categories of Public Purposes

It might also be important to distinguish among several broad categories of public purposes. On one hand, one can focus on the sorts of public purposes that are thought of narrowly as charitable: those that deliver the most vital services to the neediest individuals. That might be considered the narrowest view of a public purpose.  Or, one could take a somewhat broader definition and include all those things that the government has committed itself to supplying (or more broadly, directly financially supporting). (This is related to the idea of reducing the burden on government) Or, one could take the broadest view and think of it as any effect that creates something of value for members of the polity. This last is important because it would, by definition, include much economic activity. And not just the part that is government supported such as R and D. Just the plain old garden variety of economic activity that creates value through the processes of both exchange and transformation.

There are many important reasons to limit our concerns to the first two kinds of public purposes. But, there are also important reasons to include the last as well– particularly if we persist in seeing the private economy not only as a threat to social and political life and to the environment, but also as a potential benefactor that we are counting on to help us continue to make material progress in our (more or less co-operative struggle with nature). Indeed, it might be particularly important if we recognized that the market institutions were themselves quite imperfect, and that there were important roles that could be played by both nonprofit and governmental institutions not only in regulating them, but also in helping them find ways to include more people in the potential benefits of economic activity There might be important cultural and institutional rigidities in the real institutions of a private economy that made it impossible or difficult for them to see the economic opportunities that lay in a group of workers, or entrepreneurs, or consumers that were not their most familiar contacts. (This goes under the general heading of “emerging markets.” One important role of nonprofits might be to serve as the guides, partners, product developers for market segments that private industry would overlook). .  [it is here that social entrepreneurship and public benefit corporations make their important contributions, and where we might distinguish between those that take a significant portion of the economic value they generate for their owners/developers on one hand, and those that do not on the other].
Again, there is nothing wrong with the Salamon et. al definition – particularly not when one is facing the pressure of having to carry out empirical investigations in many different parts of the world. But we can also see that the definition lacks a certain subtlety and precision when we are trying to talk about such a complex subject as organizations that have different kinds of objectives – some of which are public, some of which are charitable, and some of which are neither – and sources of resources to the organization – some of which originate in the capacity of individuals to buy the products and services supplied by the organization, some of which originate in tax revenues which are then spent in various ways by government to achieve different social goals, and some of which originate in the desire of individuals to contribute to individuals and causes that they think are important for the welfare of society as a whole, not just them as individuals, and which may or may not be viewed by others as important social goals to achieve.
G. Volunteer Supported

The last element of the socio functional definition is that the organizations be “volunteer supported.” Again, this is an effort to distinguish these enterprises from both business and government. It also focuses attention on a flow of resources. But there is an important sense in which all organizations are volunteer supported. 

The little idea is that nonprofit organizations often make extensive use of volunteers in their work. This is true at all levels of the organization. At board levels, at worker levels, and in wider governance processes of the organizations. The labor is valuable. It is hard to organize and manage.

The big idea is that np organizations avail themselves of a flow of resources that helps animate and sustain them. But it often comes at a cost. And it is not all of what keeps voluntary organizations afloat and swimming. 

Once we look at the big idea, it is interesting to consider the degree to which other organizations – not constituted as voluntary organizations also benefit from this. Consider the government and patriotism. The government receives few voluntary contributions (but not Zero!!!). And, it may get more in the form of public spirit – both in its operations, and in the governance of government (e.g. democratic politics). The private sector has been exploring how it can get more (both for itself, and for society) by associating itself with broader social purposes. If these motivations are important to customers, to investors, and to workers, there is an important way in which private organizations might be forced, or would willingly choose to make themselves vessels of these public aspirations along with nonprofit enterprises.
H. Summary of Socio Functional Definition

Does not focus on Informal, Nor Economic but Organized in Different ways than the firm, nor on the political. 

The Salamon et. al. definition includes but does not emphasize what many might have thought were the most distinctive aspects of the voluntary, third sector: namely, the fact that the purposes of the organizations are typically to achieve some kind of public purpose (or at least not to maximize the wealth of the creators or owners of the organization), and the fact that these organizations generally depend (to some degree at least) on voluntary contributions of one kind or other. It is these ideas after all – that the organizations exist to serve public purposes, not private material interests; and that they depend on individuals who are willing to make some kind of voluntary contribution to these efforts without worrying too much about whether they personally will benefit from the work of the organization, or that they will be appropriately compensated for the work that they took on – that seem to set the organizations apart from the more familiar forms of private and public organizations.

It is not surprising that Salamon et. al. choose the strategy of mentioning but not emphasizing these features of the voluntary sector. These qualities need to be mentioned since they are so closely tied to our ideas of the voluntary sector. They need not to be emphasized, however, because the facts about the voluntary sector of today suggest that these ideas about the public purposes of the organization, and their reliance on voluntary contributions have never been true of all organizations in the sector, and seem less true today than in the past.

II. Towards Alternative Conceptions/Definitions of the Voluntary, Nonprofit Sector.

If Salamon’s definition has these weaknesses, is there a way in which it can be improved without losing the meaning altogether, and without being so abstract and difficult that one would despair of ever being able to observe and measure. At the outset, it is useful to see if we can construct a commonly held, simple, intuitively reasonable, public conception of civil society and "third sector" leaving open the question about how these concepts are connected to one another logically or empirically. This conception may not be an accurate view of what actually occurs in the sector as it now exists. It may have some internal consistencies. And it may leave some important questions unanswered. But it has the great virtue of being consistent with common understandings. It may also contain the kernels of an important idea about the sector that can be developed more thoroughly, and then realized more reliably in public policy and in the practices of the voluntary sector as it actually exists. 
A. The Idea of a "Public Purpose" or a "Public Good"

The common idea begins, I think, with the idea that there exist important "public purposes" that would be valuable for society to achieve, or important "public goods" that would be valuable for society to produce, or important "public value" that society could realize. Recently, in accord with the sharp distinction we wish to make between the private and the public, the individual and the collective, the good and the just, we have tended to think of public purposes as something distinct from private purposes. Further, we have assumed that most private material purposes could be best served through the operations of a market economy, and that what few public purposes remained uncontroversially important would have to be achieved through government action. Underwriting this popular conception is a powerful theory that argues convincingly that the (material) welfare of each individual in the society (and therefore the society at large) would be most reliably achieved if we structured our societies to rely on free markets in goods and services.  

Of course, there is a strong critique of this position based partly on a (normative) claim that maximizing the material welfare of individuals in a society is not necessarily a complete account of the important goals that a society should seek to achieve, and partly on an (empirical) claim that the real institutions of a free market will fail in many important ways to achieve even the limited goal of maximizing the material welfare of each member of the society. But before going to that critique, it is worth pausing for a minute and consider a slightly different issue: not whether the material welfare of individuals is the only thing that is valuable for a society to seek to achieve through the arrangement of its institutions, but whether material welfare is at least one of the things that a society should seek to achieve. Or, more simply, whether there is some important public value associated with supporting a strong private economy.  
1. The Social Value of a Market Economy

In a world in which we have learned to draw a sharp distinction between the private and the public, our idea of a distinctly public purpose does not typically include the important contributions that the ordinary operations of a market economy make to society. They do not include the jobs that are generated for workers, the products and services that are offered for sale to consumers, or the wealth that is created for shareholders. 

Yet, it is obvious, I think, both from introspection and from the observation of the way we live our lives and carry on our politics that these things produced by a private economy are extremely valuable to a society. They are valuable to the individual workers, consumers, and shareholders who get what they value from the operations of the private economy. They are also valuable to society as a whole, since overall prosperity and economic well-being are attractive aggregate social conditions under which to live. Individual citizens show their enthusiasm for these social conditions (as well as the individual benefits that a strong economy brings) by routinely voting to elect presidential candidates who both produce and promise a strong economy. So, when thinking about public purposes, it is important to recall that the private market makes a large social contribution as well as provides individual benefits.

Indeed, it is quite clear that liberal societies recognize this fact, and that government, acting as their agent, uses both its authority and its money to support the operations of the private economy as though such a thing were publicly as well as privately valuable. The public supports laws creating rights to private property and contracts, and pays for courts in which disputes arising in commerce can be resolved. It uses its authority and money to set and enforce standards of various kinds to facilitate fair and honest transactions in all kinds of markets ranging from gasoline to stocks. It creates laws and provides resources to enforce laws against fraud and theft. It lends the power of the state to urban developers who want to be able to assemble large parcels of land for specific purposes without having to face the burden of conducting a series of negotiations with individual land owners, each of whom is in a position to veto the project, and thus in a position to demand almost all the potential economic valuable of the development in exchange for the sale of his particular property. Perhaps most importantly of all, it uses its fiscal and monetary policy instruments to guide the economy on a path that seeks to balance the public’s interest in economic growth, employment, low inflation, and some kind of rough intergenerational justice. So, if the test of whether something has a public purpose behind it is a test of whether we authorize the government to use its authority and money to support that purpose, then it seems pretty clear that supporting the private economy is a public purpose – a purpose that we cannot take for granted.
Having reminded ourselves that we have both individual and collective interests in the performance of the private economy, we could then go on to say that we have strong interests in the particular way the economy performs as well as its performance in general. The most natural thing to focus on here is the threats that an unrestrained private economy poses to the future welfare and fairness of a society. And it is that focus that provides the important justification for many kinds of social regulation in which we seek to prevent the institutions of the private economy from inflicting damage on the society, or to get the private economy to help us achieve public purposes that they might be in the best position to help us to achieve. 

But it is also worth keeping in mind that we might have important interests in improving the performance of the private economic enterprises in their basic economic functions. The most obvious points here are that the private economy has proven to be an important innovator that has sought and found important new technologies that can improve the quality of our lives, and even mitigate environmental problems we have created for ourselves. Less obvious is the possibility that the real institutions of the private market – the banks and credit unions that lend money to businesses and consumers, the insurance companies that help spread risks, the employment agencies and employers – might be less capitalist than we wish them to be. They may be limited by the old social prejudices and blindness that have always stood in the way of both human progress, and social fairness. 
Consider, for example, what micro-lending institutions, many created by nonprofit organizations, have taught us about the pure economic efficiency of credit markets. Before these institutions came into existence, the common assumption among commercial banks was that it was impossible to make money by lending money to poor people. The borrowers would be unreliable. They would not borrow enough to have their interest payments cover the cost of making the small transactions that they could afford. It was viewed as a marginal economic market – one that was much better served by relatives and loan sharks than economically motivated private enterprise. The net result of this view was bad for the society on two counts. On one hand, it meant that a particular class of borrower – one that was already disadvantaged on many counts – was further disadvantaged in the society because they could not get access to credit, even though they had the capacity to borrow and repay money. This was a mark against the justice and fairness of society’s institutions. On the other hand, the fact that individuals who could in fact borrow and repay money at market rates could not borrow the money was also a loss in economic efficiency. Some private (and therefore partially public) value was being left on the table due to the institutional restrictions of the private economy, and their failure to invent the technology that would allow them to find and serve this profitable market. Nonprofits, motivated primarily by concerns about fairness, and therefore willing to incur financial risks that the for-profit entities were unwilling to shoulder, began exploring this market, and found various devices that allowed it to be profitable.
Consider similar examples in the domain of job training and welfare to work and offender rehabilitation programs. Here, again, the private market has treated certain classes of people as economically unemployable. Nonprofit organizations, in contrast, have been willing to incur risks and spend money in the short run to find ways of employing the unemployable in gainful occupations. Those inventions have at least cut the costs of ensuring a minimum level of economic welfare for those individuals. And sometimes they have succeeded in creating a path that led to permanent economic independence for previously dependent individuals – a gain that is registered simultaneously in the welfare of that individual (who has both more disposable income and more dignity), and in the welfare of society as a whole (because the individual is better off, and because the society as a whole has advanced the social goal of advancing the welfare of those who are worst off in the society.)
We might also have a collective, public interest in finding ways to use private economic organizations as agents for advancing public purposes when they are in a valuable position to do so. For example, we can understand our anti-discrimination laws as both an effort to advance a certain kind of social justice (equal opportunity to participate in economic activities), but also as a way of using private economic associations to advance the society’s collective aspiration to reduce economic inequality among racial and ethnic groups in the society. We can understand the regulations that require employers to protect the safety and health of their workers, and the reliance the society has developed on employer based health insurance schemes to meet the medical insurance needs of their employees as efforts made to use private institutions to help produce the kind of health outcomes that the society would like to see. We can even see the current efforts to “privatize” the production of public goods and services ranging from advanced weaponry through prisons to welfare to work programs as an effort by the government to use private economic actors for public purposes – this time by paying them for public production rather than requiring or relying on them to produce the result alone.
Indeed, one of the most important things one learns when one begins looking closely at how the voluntary sector operates in society, and what might distinguish it from the other sectors in the society is that there is almost nothing that could be considered a public good that is produced only by government. Throughout our history, and across a vast array of products and services and social conditions that society, acting through government, has tried to bring about, we have always relied on some complex blend of private for profit, non-profit, and governmental agencies for producing the desired results. Similarly, we have always relied on commercial, charitable, and governmental sources of revenues to finance the activities. 

Consider, for example, the case of education.

Or the case of health

Or the case of criminal defense of accused offenders.

So, it is important for anyone thinking about how best to organize society to achieve significant public purposes to keep in mind that there is a substantial public interest in supporting the operations of the private economy. Indeed, it is in the public interest to encourage the development of the private economy insofar as its institutions work to advance economic material welfare of individuals in the short run, do so in a fair way, and help to advance the interests of the least advantaged in society. The private economy has done pretty well in pursuit of these goals (at least compared to feudalism), and it is no small triumph of human society to have learned how to create and use these institutions. It is also important to keep in mind that we cannot take it for granted that the private economy will continue to perform in this way. It may need some institutional supports and encouragement to do its work. And it may need some prods and pushes to do even more of its valuable work particularly in areas and among individuals who at first blush do not seem particularly ready to take a valuable role in that enterprise.
2. Market Failure

While it is important to stay focused on the public value of private markets, it is also important to keep in mind that private markets cannot be relied upon to achieve some things that individuals and collectives acting through the state might want for the society. Over the last half century, work in economic theory has allowed society to gain a great deal of precision in characterizing some things that individuals, desiring things alone or in the company of their fellow citizens, might want that a market will not reliably produce. This includes the difficulty of getting market mechanisms to attend to effects produced by economic agents that are not priced and sold within markets; for example, the impact that mining, logging, and manufacturing enterprises could have on the environment; or the impact that dangerous consumer goods could have on the well-being of customers, and the public fisc that is committed to financing the health care of even negligent consumers. 

It also includes the production of important "collective goods" such as national defense. These goods have the characteristics that individuals cannot be (conveniently) excluded from enjoying them once they have been produced, and that one person's consumption of the good has relatively little impact on another's. As a result, there is neither a convenient way to ask individuals to pay for their share of this good, nor is there a reason to ask individuals to do so. Yet, there is a cost of producing the good that needs to be covered. And, since a market economy has only one way of covering the costs (getting individual consumers voluntarily to pay for them), and that method is precluded by the inherent nature of the good being produced (it is collective rather than private), the private sector alone will not produce enough of these particular goods.

The market also cannot necessarily be relied upon to produce a just or fair distribution of wealth and opportunity. Of course, to the extent that one's view of a fair and just distribution of wealth consists of being paid for one's individual contribution to the performance of the economy, and one believes that the market accomplishes this goal, the market can come pretty close to producing justice and fairness.
 But to many individual citizens, this particular principle of distributive justice is wrong. Although it seems fair to reward individuals for their talents and their efforts, critics of this conception of justice point to the fact that individuals start with quite different individual endowments, and much different family circumstances.
 They note that luck plays an important role in determining what endowments one happens to have, as well as the kind of character one develops. They also have a sense that it is hard to apportion the distinct contribution made by individuals to overall social productivity, and that a surplus emerges from shared effort. 

If individuals are the beneficiaries of both chance and interdependence, then the idea that individuals deserve the returns of their individual talents and efforts seems vulnerable. Some portion of that return belongs to chance, and might therefore be shared with those who were less lucky. Another portion belongs to those who aided one's productivity, and ought to be shared with them on some equitable basis. For these reasons (among others) society as a whole might reasonably decide to adjust the results of the workings of the private economy to produce results that seemed more fair and just.

There is also a category of results that the market cannot be relied upon to produce that have sometimes been called "merit goods."
 These are goods that are viewed (by some individual, or some political group, or by society at large) to be intrinsically valuable, but are not necessarily valued by consumers with money to spend. This could include, for example, education and cultural development -- particularly those parts of education and cultural development that cannot be translated directly into marketable skills. Because these goods are not sufficiently valued by individuals, the private market working alone will not supply enough of them. Yet, because they might be more valuable than valued -- in the sense that they could improve the quality of an individual's life even though they do not now know that, or because they might improve the aggregate conditions in society by improving the quality of self-government or other important effects -- both individuals and society as a whole would be better off if these goods were provided in large quantities at a subsidized price.

In sum, we have theoretically shown and empirically experienced the fact that the market does not work well to organize social activity for individual and collective benefit when any of the following conditions obtain:

1) An act taken by a social actor affects the welfare of others but the effect is not taken into account by the social actor;

2) A good that is desired by individuals and would be paid for by individuals has the technical feature that individuals receive the benefit of the production of the good even if they do not pay for it directly

3) Goods that society thinks individuals in the society are for some reason entitled to, or ought to have, but the people so entitled cannot pay the full cost of them
4) Goods that society thinks are good for individuals, but the individuals for whom they would be good do not want to pay for them

5) Goods that can be produced and sold profitably in markets but are not because the market is insufficiently capitalistic, and bounded by its own institutional limitations and prejudices. 

There is nothing particularly revolutionary about these ideas of market failure. Indeed, one can learn these things by reading any introductory textbook in public finance. But what is interesting and important is that all these ideas were present in an elementary, imprecise form in the development of the Elizabethan poor laws. Those laws defined the following purposes as "charitable:"

the relief of aged, impotent and poor people..

the maintenance of sick and maimed soldiers and mariners

[the maintenance of] schools of learning, free schools, and scholars in universities

the repair of bridges, ports, havens causeways, churches, seabanks and highways

the education and preferment of orphans

the relief, stock or maintenance for houses of correction

[support of] the marriages of poor maids

the supportation (sic), aid, and help of young tradesman, handicraftsmen, and persons decayed (sic)

the relief or redemption of prisoners and captives

[the] aid or ease of any poor inhabitants concerning payments of fifteens

[the] setting out of soldiers and other taxes.

It doesn't take much effort to categorize these purposes in terms of: 1) collective goods; 2) re-distributive justice; and 3) merit goods. Apparently, even Elizabethan society had difficulty producing these socially valuable goods, and welcomed the efforts of charitable trusts to supplement the workings of feudalism on one hand, and the fledgling market economy and state government on the other to provide them.

While we have long agreed that there are important public purposes that exist beyond the reach of the market, what particular things should be included has, to some degree, changed over time. Today, having been powerfully influenced by the great liberal philosophers, and by the scientific power of economics, we seem more focused on the problem of correcting the technical failures of the market in providing collective goods than on achieving a just and fair distribution of wealth, or producing a dense supply of merit goods to enrich individual and social life. The reasons for this change may not be simply that we have become more selfish or have a shrunken idea of human well being and human flourishing. It may also come from an increased love of individual freedom, the celebration of diversity, and a recognition of the extraordinary power of the market to respond to individual diversity. The appeal of the market may also be enhanced by the collapse of confidence in the capacity of our collective processes and institutions -- politics and government -- to reliably respond to individual citizens’ views about what constitutes a just society. 
The idea that lives on, however, is some notion of a public good that cannot necessarily be achieved through the market alone, and that may exist independently of what individuals want for themselves. There may still be some important public goods to produce. And it may still be that individuals want things not only for their own consumption, but also to help their neighbors, and that they have ideals of a good a just society that they would like to see realized through the collective institutions in which they are necessarily enmeshed.
[An Idea: What government is good at is fairly apportioning the work that is required to achieve a collectively desired result. May also be good at creating an occasion for discussing collectively desired results. May also be good at fairly distributing benefits of a collective effort. Government occasions collective deliberation, and commitments to public purposes. It also does justice in organizing production and distribution of benefits. And one of its instrumental goals is the production of justice as an end state of society.]

3. Political/Governmental Failure

To the extent that individuals in society could not rely on market mechanisms to achieve valuable public purposes or supply important public goods, they had to rely on some alternative social arrangements. The obvious alternative, in a liberal society, is politics and government. Presumably, through the particular political processes of a liberal society, individual citizens could decide what important public purposes they wanted to pursue, and what valuable public goods they wanted to produce using the powers of government. Over the course of English history, these political processes have ranged from kingly decree, through debates in parliaments that consisted of hereditary peers on one hand and representatives elected by property owners on the other, to today's popular elections and referenda. Government would then execute these purposes by deploying the powers of government to tax and to regulate. In some cases, this involved creating public organizations with professional and technical expertise to achieve the state's purposes -- the bureaucracy.

The difficulty with politics and government, however, is this: just as "market failures" result in a shortfall in the achievement of public purposes and the provision of public goods, so a political/ governmental failure results in the inability of the political/governmental system to satisfy the expectations and demands of individual citizens for public purposes and public goods.
 To many individual citizens, the common failure of politics and government is that government fails to supply a sufficient quantity of public goods. To them, there never seems to be quite enough resources provided to end poverty, or ensure equal access to high quality medical care, or to make a high quality education available to all. 

To other citizens, the political/governmental failure is the inability to achieve the "right" goals, or to produce the "right kind" of collective goods: we produced too many "guns" and not enough "butter;" or provided too many "bread and circuses" and not enough economic discipline or cultural enrichment. Since at any given moment, government policy is always a particular thing, designed primarily to appeal to the "median voter," many individual citizens inevitably find themselves dissatisfied both with the aggregate conditions of their society, and the public policies designed to produce the desired aggregate conditions.
 

To these commonly voiced concerns about political and governmental failure, we might consider adding a third kind of failure that could be seen as encompassing the other failures, or as reasons why the other failures occur. Let’s call this a “deliberative failure,” or a “political failure” by which I mean the failure to produce a legitimate and competent kind of political process that has the capacity to define a collective purpose that can make moral claims on the citizens of a polity. Note that the idea that politics might fail by virtue of the quality of its deliberative processes is a different normative standard from the one above. 
The standards invoked above evaluate the performance of a political and governmental regime in terms of how closely that performance comes to satisfying the individual preferences and values of citizens in the society as they now exist. (There is also often an implicit assumption that those preferences and values are egoistic and materialistic rather than altruistic or concerned with justice, though this assumption is not necessary in principal.) The standard that is invoked by the idea of a deliberative failure is trying to get a sense for how far short the deliberative processes that are guiding the regime fell from the ideal of creating a legitimate and competent “we” that could speak and act not for the simple summation of individuals, but for some kind of a collective aspiration. 
The idea of deliberation differs from the standard suggested above in that one assumes that in the course of public deliberation, individuals’ ideas about what would be good and just for the society to do in response to particular conditions might change, not hold constant. Preferences for particular government policies might change not only as the deliberative process unearthed more and better information about the likely effects of policies on important values held by citizens individually and collectively, but also as citizens were reminded of values they had forgotten, or as the importance of some values were elevated in their minds by an opportunity to reflect and empathize.  In short, both the technical information and the values that go into the construction of both individual and collective judgments about value creating action might be altered if not wholly transformed by the deliberative process. Indeed, that is the point of such processes. Ideally deliberative processes will remind citizens of effects that happen to others that were not part of their initial consideration, and will call upon a sense of empathy, fair play, and justice in reaching a decision about what should be done to deal with a collectively defined problem with collectively owned assets. Deliberative processes might be expected to invoke a collective aspiration to create a “city on the hill” rather than do nothing more that to find ways to use state power to carve up the assets and opportunities that are available to be distributed.

In sum, while the market cannot be counted on to achieve important public purposes and provide public goods, neither can politics and government be relied upon to fully compensate for this failure.
 Because the processes of politics and government are imperfect, and because they inevitably respond only to a portion of the body-politic's conception of valuable public purposes, individuals are always dissatisfied with current public policies. The wrong kinds of purposes are being embraced and the wrong polices being pursued. There are not enough resources provided to the purposes and policies they think are important. Or, individual members of the body-politic are not convinced that the government is producing the things that they, as individual citizens, consider most important to achieve. 

B. The Third Sector: A Consequence of Market and Political/Governmental Failure

These two facts -- that market fails to achieve important public purposes because the institutions are not designed to achieve large, collectively defined social purposes, and that politics and government fail because they cannot satisfy all individuals with their own more or less idiosyncratic views about what public purposes should be achieved -- creates a world in which two important conditions obtain. First, some important purposes that could plausibly be described as public go unachieved. Second, many individuals who have social goals are left with unsatisfied public aspirations. This situation leads to two different kinds of action, and two different kinds of institutions to encourage, enlarge, and sustain the actions.  

On one hand, the condition of unsatisfied, individually held, public preferences leads to direct action by individuals to change the aggregate conditions in their preferred directions through private, voluntary effort. Unable to endure poverty, or illness, or ignorance, they offer alms to the poor, aid to sick, and education to the benighted. Importantly, they use their own resources to advance these goals, or supplement their efforts by asking friends, neighbors, and others who share their indignation for material assistance. This could be described as independent, charitable action to transform social conditions -- an important, widely accepted function of the independent, voluntary, charitable sector of society.

On the other hand, the individual dissatisfaction with public policies leads to the creation of political activities and groups that seek to change both the purposes that society had endorsed, and the public policies adopted as the means for achieving those purposes. Unable to endure poverty, or illness, or ignorance, they endorse public policies that would tax citizens for sufficient revenue to wage a "war against poverty," or to support a quality public education system, or to ensure that all citizens received some minimum degree of guaranteed medical care so that access to life-saving, quality medical care would not be rationed solely by the market. This could be described as political action designed to change social conditions through the mobilization of a collective commitment to do so, and through the use of government powers to effectuate a result that would be beyond the powers of individuals acting voluntarily to achieve. 

These two different responses to political/governmental failure -- using one's own money, time, and effort action to change social conditions without relying on the instruments of government on one hand, and banding together in political action to change public policy on the other -- could be understood by society as two important social functions made by the "third" sector. The first is the realm of voluntary, charitable action. The second is the realm of political action and advocacy.

To a degree, society does recognize both these responses to "political/

governmental" failure as important social contributions of the third sector. The federal income tax code, for example, exempts both distinctly charitable organizations such as Catholic Charities and City Year, and some explicitly political organizations such as the Children's Defense Fund and the National Rifle Association, from federal income taxation - presumably because they are thought to make an important public contribution that is worth subsidizing in this particular way. Indeed, both the Democratic and Republican parties are also exempted from federal income taxation, and are included in the part of the Federal Income Tax Code in which many other nonprofit organizations find their place in society. And there are many who argue that "advocacy" on behalf of the poor is a crucial function of the nonprofit, charitable sector.

Yet, many citizens (and experts) view the charitable role (the decision of disappointed, publicly spirited individuals to make direct, private contributions to changing social conditions without advocating governmental action) as more socially valuable and more unique in defining the role of the third sector than the political role of the third sector (the decision of disappointed, publicly spirited individuals to advocate for public purposes). The reason is that the second role seems neither unique, nor necessarily "public-spirited" or "charitable." Insofar as the second role is aimed at changing public policy, it seems indistinguishable from all political activity in the society. Insofar as much political activity involves advancing public purposes that are not particularly charitable, politics as a whole might seem disconnected from the idea of charity. And, to the degree that politics is dominated by professional, career politicians, it is not obvious that those providing leadership in the sector are animated by a "cause" rather than the desire for continued employment. So, politics as a whole lacks some of the important characteristics commonly associated with charitable enterprises.

On the other hand, the first role seems both unique and charitable. The individual motivations that animate this first, charitable response lie in individual conceptions of what would be publicly valuable to do. (In this, it is like political action.) But its methods lie in using one's own money, time, and effort to build the roads, provide the care, and encourage the cultural enlightenment that government will not provide, because it has not been politically authorized and provisioned to do so. (In this, it differs from the political sector). Society can be much more enthusiastic about this voluntary charitable role than the political role.

 To some degree, this view of the third sector that emphasizes the importance of charity over politics may be a legacy of the Elizabethan poor laws. As noted above, these laws represented the first time that society had recognized a set of activities and organizations which could enjoy special social privileges because the activities and organizations represented voluntary contributions to public purposes. But at the same time, these laws anchored our images of this special sector in concepts of charity rather than in the public support of politics. 

The fact that the Elizabethan poor laws did not make much of the importance of private contributions to the public work of politics (that is, to discussing and deciding what purposes collectively held powers and resources should be used to advance) should hardly be surprising. There simply wasn't much politics then as we would now understand it. The problem of Elizabethan society was how to deal with the problems (and exploit the opportunities) that were emerging as feudal institutions weakened. The economic opportunities associated with widespread trade were becoming apparent, and with that, a more cosmopolitan outlook, and weakened local loyalties. This was, in turn, creating the economic and social problems associated with dislocated individuals who wandered from place to place. Charity emerged (perhaps) as an expression of some combination of a religious commitment to care for the poor through churches, and a kind of noblesse oblige that had been part of the social justification for feudalism. Both commitments had to be stretched and abstracted a bit from specific commitments to particularly situated poor and disadvantaged to deal with the uprooted strangers who were moving about the society and lacked the protection of a known place in an established order. In such a world, it was natural to focus on the role of charity in providing the resources and actions needed to deal with emergent public problems that the fledgling state was unprepared to handle. It was also natural to miss entirely the potentially important role that public-spirited organizations might eventually play in a broader democratic politics that had not yet emerged. 

But the price of this historical legacy is that it is still hard for liberal societies to see and acknowledge the important role that public-spirited, private organizations play in shaping democratic politics. To the extent we do, we still see it through the lens of "charity." In this view, to the extent that the third sector is engaged in politics, it must be engaged in the kind of politics that advocates for the interests of the poor. It can't be any old kind of politics; and particularly not the kind of politics that argues for a limited public commitment to caring for the needy or providing for educational and cultural advancement. Because the sector is defined in terms of its charitable purposes as well as its charitable means, it must be that its political role --to the extent it has one -- is to build political support for charitable purposes: i.e. more re-distributive justice, and more merit goods. 

Unfortunately, this position exposes the sector to the vicious right/left politics of the day. In effect, in this particular conception of the political role of the nonprofit sector as an advocate for more collective and merit goods, and more re-distribution, the right feels abused. They counter sometimes by threatening to reduce or eliminate the political role of the nonprofit sector; other times by noting and exploiting the political opportunities the sector provides to advocate for their own vision of a just and prospering society; one that radically restricts the re-distributive role of government.

It may also be true that we fail to emphasize or take much note of the third sector because we don't like politics very much. We particularly don't like interest group politics -- even when the interests being pursued are arguably public, non-material interests such as the advancement of human rights or the protection of the environment. Even in the case that the interest groups are pursuing something other than their own material interests, we worry that they are pursuing a wrong-headed, idiosyncratic idea of what the public interest might be. 

Indeed, to the extent that the third or nonprofit sector were involved in supporting interest group politics, society might conclude that it was worsening rather than strengthening democratic politics, by making our politics more divisive. For these reasons, to many citizens, it is far better to think of the third sector as a non-political sector, operating alongside the market economy on one hand, and a technically sophisticated and competent government on the other. Its proper purpose is to fill in a few gaps in the overall provision of public goods, or to become an important partner to government in delivering results that democratic politics authorized government to produce.

So, the current view remains unsettled as to whether the third sector should be viewed as valuable in supporting democratic politics, and correspondingly, whether political organizations should be considered an important part of the "third sector," and whether the political effects of more strictly charitable activities should be thought of as a valuable or suspect feature of nonprofit organizations. This remains true despite the fact that the IRS tax code specifically includes many explicitly political organizations as part of the nonprofit sector. 

The argument for including political organizations, and the political activities of charitable organizations in our shared conception of the "third sector," and yet still not thinking of them as part of the governmental sector, is that they are private organizations that rely only on voluntary transactions to support and maintain themselves. The fact that they have public purposes they seek to achieve does not change that fact. It is also true that such organizations could play very important roles in shaping the quality of our democratic politics -- they provide much of the tissue that links individual citizens to their government policies, and that enable politics not only to be more closely linked to citizens, but also more representative, and more informed than it otherwise would be. To the extent, one wanted to see in the nonprofit, third sector important public purposes, these contributions to the quality of our political life might be important to acknowledge and recognize.

The argument for excluding political organizations and the political activities of charitable organizations from our shared conception of the third sector is that while these functions are "public" functions, they are not necessarily "charitable" ones. To the extent that we understand charity to be direct aid to the poor and disadvantaged, political organizations do not necessarily provide that. Further, the political activities of more strictly charitable organizations may distract them from their charitable causes, and raise doubts about their commitment to charity alone. If the third sector is reserved for "charity," these groups do not belong.

C. The Third Sector: An Arena for Socializing and Socialization
The idea that the third sector emerges at least in part from the “failures” of liberal society’s other great sectors – the market on one hand, and democratic politics on the other – to meet both individual desires and social needs has a certain coherence and plausibility. But this account leaves out another important feature of the voluntary, third sector that we have never known quite how to handle: namely, the part of the sector that involves voluntary associations of many different kinds that seem more like extensions of the household, social, and socializing aspects of society than either the market or politics and government. What I have in mind here, of course, are the great fraternal organizations that arose in American society, and played important roles in mediating between the lonely lives of individuals on one hand, and the vast, impersonal forces of the market and the government on the other. But I am also thinking of country clubs, cemetery associations, self-help organizations, churches, temples, and mosques, choral societies,  --- perhaps even unions and producers co-operatives. 

Once one runs through this list, one can quickly see that the boundary between these kinds of voluntary associations on one hand, and the economic and political functions of the society is not a very distinct one. True, such associations may begin as social groups that get together to enjoy one another’s company, to help one another out in informal ways, and to share experiences in ways that might develop into a kind of shared consciousness of their particular position in the society. But it happens quite commonly, and often doesn’t take long, for these associations to begin operating as important economic and political institutions as well as institutions in which socializing can occur. Indeed, some such associations spring up primarily for economic reasons rather than social reasons, and use the loose, uncertain ties of sociability to form a collective institution that can be highly efficient in reassuring individuals that they will have someone to bury them and care for their widow.
A principal reason we have had difficulty thinking about these organizations as part of the “charitable” sector is that such organizations are focused primarily on caring for and delivering benefits to their members – not outsiders. They may make some charitable gestures by raising scholarships for promising students, or delivering Christmas turkeys to the disadvantaged. But the fact of the matter is that they exist primarily to help their members, and most of their combined efforts and assets go to that cause – not to the assistance out outsiders. We use the phrase “member-serving organizations” to describe them rather than the more altruistic phrase “other-serving organizations.” Moreover, society, acting through government, has provided fewer supports to these “member-serving organizations” than “other serving organizations suggesting, thereby, that these organizations are somehow less virtuous and less socially useful than organizations that care for others.

All this makes sense if one is trying to isolate a sector of society that seems particularly charitable or public spirited in both its motivations and its effects in order to give it special praise or special encouragement. And that might be an important goal. But there are some important features of these member-serving organizations that might be viewed as particularly important in helping to ensure the quality of civil society in a liberal democracy.

To take one obvious point, it seems clear that if a “member serving organization” provides dignity, economic benefits, and political strength to its members by drawing on their own individual and collective capacities, and many of the members of the organization are themselves among the most oppressed, disadvantaged, and powerless in the society, then one could say the member serving organizations have taken on some of the most important public and charitable purposes that a society could have. They have become the means by which the worst off in the society can advance to dignity, wealth, and influence. Indeed, it is precisely this idea that seems to have encouraged recent Republican administrations to see significant social and public value in the churches, mosques, and temples that operate in the poorest parts of our urban communities, and seem to do so much for the well-being of their parishioners who include many poor, oppressed, and discouraged individuals. It is also this idea that seems to have animated many Democratic administrations in the past to look to “community-based, neighborhood groups” as important potential allies in helping the most disadvantaged find both strength and capacity to help themselves, and press their claims on government. Thus, depending on the particular social position of their members, member serving organizations might turn out to play very important roles in accomplishing the important charitable and public purpose of effectively lifting up, and providing a social safety net to, the most disadvantaged of society.
A less obvious but more important reason for society as a whole to be interested in the member-serving parts of the voluntary, nonprofit sector is that these organizations may be particularly important in building the kind of “social capital” that Robert Putnam has shown is important in underwriting the capacity of societies to deal effectively with collective problems, or in teaching individuals the important “arts of combining” that Theda Skocpol and Marshall Ganz have shown are important in building the capacity of a civil society to act both independently and to lay claims on government. If it is true that these organizations provide the places where individuals become conscious of their interdependence as both a problem that has to be managed and a source of strength to be exploited, and if they also learn in these organizations the arts of combining that help them manage their conflicts and exploit their potential for partnerships; and if it is true that these organizations once established become part of the continuing infrastructure that supports both voluntary collective action to help members and others, and to engage individuals in discussions about the possibilities of their society as a whole; then it seems clear that such groups make substantial material contributions to the overall welfare and performance of a liberal society – enough that they ought to be recognized and supported even if they do not seem at the outset to be particularly public, or particularly charitable.
III. Towards a Broader But More Differentiated View of Third Sector


These observations lead us towards a view of the voluntary sector and its important relationships to civil society and liberal democracy that is at once broader, but also more differentiated than the conventional views of the nonprofit sector. More and different kinds of institutions, motivations, and activities are included than would be included in the standard definitions. Equally important, we can begin to see that within this broader universe of actors and activities, it would be important to make some different, and some finer distinctions among parts of the sector than we now make; particularly in terms of being able to examine whether the organizations are making their principal contributions in terms of political engagement or representation, or in terms of the production of goods and services, and in terms of how public, how voluntary, and how charitable the organizations might be in their motivations, processes and results.  More particularly, the search for the elusive “third sector” important in underwriting the functional capacities of a strong civil society would be guided by the following assumptions.

A. Focusing on Socially Constructed, Individually Held Desires to Contribute to Social Purposes Rather than On Formal Organizations of Particular Types

First, our conception might begin with a focus not on associations or organizations per se, but in the motivations of individuals, and the ways in which those motivations are expressed in individual, group, and collective action. At the heart of our concerns here is the pervasiveness, strength, and durability of particular values that might be viewed as public-serving, or other-directed. The idea is that both individuals and societies need some commitment and capacity on the part of individuals to recognize their relationships to others, to accept the responsibility that comes from those relationships as a matter of morality, law, and enlightened self-interest, and to act as individuals and within groups in ways that advance those normative understandings. 
Let me be clear. I am not saying that everyone has to be a saint. A liberal society does not demand that much empathy, generosity or self-sacrifice from its members. I am saying that individual and social life is much enriched when there is some recognition of our dependence on one another, our vulnerability to one another, and the great opportunities for creating value for all through effective collaboration. Further, I am saying that while the institutions of the market allow us to take advantage of opportunities for exchange, neither the spirit of the market, nor the institutions of the market allow us to take full advantage of our prospects to create a society that is prosperous, just, and free. That requires us to cultivate and find ways to channel and use motivations that are based on ideas of reciprocity, of fair play, of sympathy for the plight of others less advantaged, and of a kind of social and political ambition that we associate with calls to create a great society – one that could be a beacon to others in the world. An other-directed, political consciousness is a necessary condition of successful public life, even if that public chooses a social and political regime designed to maximize the liberty of individuals, and encourages them to seek their own fortunes as best they can.
If we began with an idea about more or less altruistic, but nonetheless public spirited motivations as key element of our understanding of the voluntary sector, it would quickly become obvious that the spirit of the voluntary sector could not be confined to the organizations we associate with the voluntary sector. We can easily find relatively public spirited motivations in the actions of private business entities, among politicians, and in government agencies as well as within the private sector. (It is also, unfortunately true, that we can find examples of quite selfish, materialistic motivations operating in what we think of as the specially public spirited non-profit sector.) Indeed, in an important sense, we depend on such motivations existing within these other sectors as an important part of the society’s overall capacity to achieve its goals either through independent action of these different kinds of organizations, or (even more importantly) through the combined action of these organizations in partnerships with one another. It is this idea that lies behind the call for private corporations to embrace more social responsibility, and for government agencies to “re-invent themselves” by seeking problem-solving partnerships with for profit and nonprofit organizations. In these cases we are imaging not only that individuals in these different sectors, but also that organizations within the sectors might re-define their goals and objectives to pursue important public purposes. 

It is also worth noting that it is precisely the idea that public spiritedness and public obligation might be sufficiently broadly spread throughout society’s individuals and organizations that provides the effective power for nonprofit organizations to make effective informal claims on both private sector and public sector institutions. If public spirit is weak, no amount of social mobilization or political agitation can build effective external pressures on private companies or government agencies to act in accord with those public aspirations. If, on the other hand, public spirit in the form of commitments to public purposes exists in the minds of individuals scattered throughout the society, the capacity of voluntary organizations to mobilize and target those aspirations on particular institutions can help to realize the aspirations.
For these reasons, then, it might be important to start with the idea that civil society exists in the minds and public aspirations of the social and political community rather than in any particular set of institutions. The institutions that we see as voluntary civil society organizations are somewhat imperfect reflections of the individual and collective thoughts about the kind of society we would like to have, and to be. These institutions might be very important in channeling these public aspirations. The opportunities to channel them may also help to sustain them in the minds of individuals. And, the institutions may even help to create public dispositions among individuals that did not previously exist. But however important the specific collective institutions are in channeling, sustaining, and shaping public aspirations, at any given time, those public aspirations will be only imperfectly reflected in the existing organizations of the voluntary third sector. The aspirations will also be present in the minds of individuals working within other organizations – bringing the knowledge and commitments that come from their association with churches, neighborhood associations, and political groups more or less intact into the decisions and actions they make in these other social roles. Only some portion of these social aspirations will have found their perfect expression in a particular voluntary association, nonprofit organization, or political movement.

If we are to find the voluntary, nonprofit sector in individual motivations for public purposes (more or less supported by collective associations), then it is clear that we will have to change our methods for recognizing and calibrating the size of the sector. We cannot simply take a measure of social aggregates, let alone certain classes of formal institutions. We have to find ways to measure the beliefs, commitments, and actions of individuals as well as organizations, and to begin to explore the relationship between those individually held publicly spirited ideas on one hand, and the ways in which individuals associate with one another on the other. This means that we have to look for the presence, scale, and impact of the voluntary sector not in particular organizations, but in particular individuals. Instead of counting and assessing organizations, we would count and assess individual commitments.

It is important to emphasize that in focusing on individuals we are not necessarily assuming that the individuals are separated from larger social forces and social aggregates. Nor are we assuming that these larger social forces and aggregates are always generated and or sustained by independent judgments made by individuals about their worth and utility. In short, we are not assuming an atomistic society. Quite the contrary. We take it for granted that individuals in the society have been profoundly influenced by the social circumstances in which they came to consciousness, and learned to think and behave in a particular community. They have had particular experiences, and shared those experiences with others to understand their meaning, to make predictions about the future, to figure out what they have to do to keep themselves safe. They have also looked to social expectations and norms to help them understand not only what is safe, but also what is good and virtuous. They may even have relied on social processes to help them stay on the path to virtue rather than succumb to their own individual selfish desires. 
So, we do not see individuals as separate from society. But we do see them as particular elements of society that have made more or less individual, particularistic, responses to the circumstances in which they found themselves. They have different understandings, and different commitments. Even more importantly, they retain their power to choose and to act, with or without the help of particular elements of society. As a result, it is possible to locate the impact of social forces and social aggregates in the experience of individuals. And, it is possible to imagine how the diverse experience of individuals, combined with information about how they are both related to one another, and associated with more or less routinized and more or less formalized social aggregates, might lead to changes in both the aspirations of individuals, of organizations, and of societies, and in their capacities to act in a more or less co-ordinated way to realize their aspirations. 

Given this perspective, it would be important not only to survey individuals to learn about their values and aspirations; it would be even more important to learn about their relationships to one another, and their participation in different kinds of informal and formal associations. This not only prevents us from thinking of individuals as wholly separate from society. It also helps us to understand the complex ways in which individuals are both shaped and shape the social environments of which they are such important parts. 


It is this line of thinking that has stimulated important work to examine the amount and character of “social capital” in society. In doing so, these efforts have shined a light on an important cause and consequence of the institutions of the voluntary sector. And they have shown the feasibility of taking a different view of the sector than one that is built on surveys or counts of organizations. 


It has also turned out to be true that starting with surveys of individuals, and trying to locate them in social relations and organizations has helped deal with a significant bias in our efforts to observe the voluntary sector as a bundle of organizations. The weakness of efforts to observe organizations was not only that we weren’t sure what kinds of organizations should be included in our counts, but also that we knew that our counts were biased in favor the large, and formal organizations over the small and informal. There was a “dark matter” in the voluntary sector that could not be easily observed through the lens of counting organizations, and that dark matter consisted of the many small, informal associations that never asked to be recognized by society. One way to find that “dark matter” is to start with individuals rather than organizations. Individuals can tell us about those informal associations. And in their accounts of their participation, we can not only find the organizations to be used in better samples of organizations to be studied than can be gotten from going to the formal files of organizations, but also a better understanding of how prevalent these forms of organizations are in the lives of individuals, how they were constructed, what functions they perform for the individuals, and what sustains the commitments of individuals to these organizations.

It is one thing to say that we can find the voluntary sector in the motivations of individuals and in their associations with one another rather than in organizations, and quite another to decide exactly what kinds of motivations and relationships ought to be of interest, and how we can accurately detect their presence and behavioral power. We will defer most of this discussion to a specific discussion of the efforts made to assess social capital and to use surveys to find evidence of social cohesion and organizations. Suffice it to say for now that what we are looking for is a kind of public spirit that includes the desire to form and be a reliable member of informal and formal aggregates, and to have purposes focused on aggregate social conditions as well as one’s own immediate material welfare. It is the desire to be a good citizen, to live in a just and good society, and to do one’s share to support the common good that is of primary interest.


Obviously, if this is the focus of our interest, we should not imagine that it is only the institutions of the voluntary sector that rely on these motivations, or create these motivations, or serve to express these motivations. In all likelihood, most sectors of the society depend to varying degrees on these moral sentiments. Nor should we necessarily imagine that the only important thing about the voluntary, nonprofit sector is that it is a group of organizations that seem to be particularly important in reflecting, relying on, and creating this kind of spirit. There may be many important production functions of voluntary nonprofit organizations that are important quite apart from these things. Still, to think of the voluntary sector in terms of socially constructed and sustained individual motivations to serve public purposes offers a useful and important corrective to thinking about the sector only as a bundle of particular kinds of organizations. It allows us to ask important empirical questions about the degree to which voluntary organizations both depend on and help to create this spirit, and their relative importance in doing both for the society at large as compared with government and the private sector. And it helps us focus our attention on the value that is created in this sector through the satisfaction of these human desires to contribute and to serve, as well as on the value created by the sector in using these voluntary contributions and other forms of support to help society achieve important social objectives.
B. Including a Wider Variety of Organizations


Second, it would be important to see civil society and the voluntary sector not only among socially situated individual commitments, but also in a wider variety of voluntary associations than we typically do. Of course, those studying the nonprofit sector have long recognized that their sector consists not just of “charitable” organizations (charitable in the sense that they are trying to accomplish charitable purposes, are doing so without hope of economic gain, and are relying at least in part on charitable contributions to accomplish these goals), but also of “member serving” organizations, and “political advocacy” organizations. At a more concrete level, they have also understood that their sector includes religious groups, trade associations, and unions as well as food pantries and homeless shelters. Yet, it remains true that much of the focus of thought in the sector, and many of our most general ideas about the sector are powerfully tied to images of charitable organizations rather than to these other organizations that do not meet such a strict definition of charity. 


There is nothing wrong, of course, in focusing attention on charitable organizations. Indeed, those charitable organizations that are particularly important in mobilizing and channeling individual desires to contribute will turn out to be pretty important institutions in a sector that is defined largely by individual motivations to serve. They provide the most concrete and direct evidence possible that such motivations exist. They may also be important in sustaining those motivations. 
Similarly, those organizations that focus their efforts on meeting the needs of the most disadvantaged, and on advocating for them in political forums may be an important part of the apparatus that keeps the society focused on producing just and human results for the society as a whole, and helps to insulate individuals from the ravages of both natural disasters and man-made development processes. But the argument here is that, to understand the full scope and impact of the voluntary sector on the character of the civil society that supports successful liberal democracies, we have to look further than this important subset of activities and institutions of the voluntary, third sector.


In my view, it is important to focus on fraternal, and mutual assistance, and unions, and congregations, and political associations of various kinds for at least two reasons. First, the simple fact of the matter is that these organizations account for much of the resources and activities of the voluntary sector. They are larger and make bigger and wider claims on the society than the smaller charitable part of the sector. 

Second, there are both theoretical and historical reasons to think that the character and composition of this wider sector is important to the quality of individual and collective life. The behavioral evidence that these sorts of organizations are important to individuals is there in the simple fact that individuals give their time, their treasure, and their political rights to these organizations to use as they see fit. The theoretical evidence comes from the work of many social scientists who are beginning to document the extent to which individual engagement in the wide variety of voluntary collective activity – not just the charitable stuff – produces important effects on individual lives, and on the capacity of collectives both to define their purposes and achieve them. 
B. Civic and Political Action as Well As Service Delivery

The third important shift in our conception of the voluntary third sector would be to see this sector as crucially important in the important civic and political roles of defining public purposes and mobilizing additional resources to deal with them as well as acting as government’s partner in delivering publicly financed social services of various kinds. Seeing the sector in these terms involves all of the following important shifts in perspective.

First, we need to keep squarely in mind that many parts of the voluntary, third sector are not primarily engaged in the activity of service delivery; they are involved in the processes of engaging individual citizens in political activity, educating them about public issues, creating forums for the representation of citizens views on issues, and in utilizing existing forums to express the views of particular groups of citizens. In short, they are powerful political actors engaged in the processes of deliberation about the best and most appropriate uses of government power to deal with issues nominated for public attention. They influence our ideas about what issues should be taken into the public sector and which left outside. They influence our views about the best use of government and civic resources to deal with problems that come into the governmental or the civic sphere. In doing so, they can enrich or impoverish the quality of our democratic political processes, as well as enlarge and enhance the capacity of the government to act on purposes that have been politically endorsed as important objects of governmental attention.
Second, the contributions made by the motivations, relationships, and associations included in the enlarged vision of the third sector and civil society strengthen the capacity of the society to define and act on public problems in at least two ways. On one hand, as noted above, they help to shape the prospects for democratic deliberation – that is, for a “we” to emerge that can speak with a more or less clear and unified voice about the collective aspirations of the society, and in doing so, provide a different kind of arbiter of value in the society than individuals valuing things against their own preferences and desires (however altruistic and/or public spirited). On the other, they bring not only political resources to shape collective decisions about which social problems to take on, and how best to use the powers of the state to do so, but also privately owned capacities to act on social problems through voluntary, civic effort. One has to worry that the total quantity of such resources may not be sufficient (in the views of many) to deal effectively with social problems. (This is what Salamon calls “charitable failure.”) And, one has to worry about the fairness and effectiveness of relying on good will to apportion the work needed to achieve social goals. (We have to worry that the particularly generous and public spirited will be unfairly exploited, and that their enthusiasm and generosity will flag in the face of the weight and unfairness of the burden they are being asked to shoulder). But in thinking about the ways in which the institutions of the voluntary sector act to strengthen the society’s overall capacity to act on varied social problems, it would be a big mistake to see their contribution only in their political roles, and not in their more voluntary civic roles. In this view, many public purposes might be advanced through voluntary contributions of collective but private institutions as well as through public, political processes that claim the powers of government. 

Third, the motivations, relationships, associations, and institutions of civil society and the voluntary third sector can be seen as having the capacity to act not only through government, and alongside or independent of government, but also to be able to act at many different levels, and through the many different openings that a liberal democratic system allows individual citizens and groups of citizens to act. The voluntary sector can be powerful in taking action, or influencing the action of others, at the grassroots, the local, the national, or even the international level. It can act through popular elections focusing either on issues or candidates, or it can act through legislative and administrative lobbying, or by bringing class action issues or test cases to the courts. And, the voluntary sector need not act in a uniform or co-ordinated way. The particular concerns of a collective in place A can be different than the concerns of those in place B, and the regimes under which the individuals live can be constructed differently between place A and place B. 

In short, the voluntary third sector plays an important role not only in shaping the decisions and actions of government, but (potentially) in the actions of all the processes and institutions that create our individual and collective life. And they do so not just by providing the technical means to meet government defined objectives, and not just by shaping government purposes, but also by animating public action both alongside, and above and below governmental institutions. 

C. A Sector That Influences Actions of Other Sectors as Well as Acts Alone

The fourth key point follows closely on the observations made above. The motivations, relationships, associations and organizations of the voluntary sector are important not only for the direct effects that are produced through the organizations that specialize in channeling public aspirations, but also in the impact that civil society motivations and associations can have on the major institutions of the private and public sector. It is important to see the voluntary sector as something different from private enterprise on one hand, and government on the other in order to be able to create some room to think about a society that has more in it than these two sectors. But to say that the sector seems a bit different from these other sectors is not the same thing as saying that the sector operates independently of these other sectors. 

One has to see that the motivations, relationships, and organizations of the voluntary sector both create and are created by the actions of these other sectors. Activity in the private market sector create all kinds of opportunities for individuals to form interest groups of various kinds ranging from trade unions, through professional associations, to economic lobbying groups. For its part, government establishes and enforces the architecture of rights that allows associations of all kinds to come into existence, and, like the market, creates the occasion for many different kinds of groups to form ranging from political parties, through public interest lobbying firms. 

At the same time, the motivations of the voluntary sector can have powerful effects on both the private and public sectors. When the public spirited views of homo civicus or homo politicus began to influence the decisions and actions of homo economicus – that is, when investors, or customers, or employees of economic organizations want to see their social and political views enacted through the activities of the economic organizations to which they are tied – then one can see the power of the voluntary sector to shape the conduct of the private economy. Similarly, it doesn’t take any imagination at all to understand the ways in which the voluntary organizations can influence the conduct of democratic government either directly through political representation of various kinds, or more indirectly by acting alongside government in more or less complementary production efforts. 
If each sector influences the others, one would expect the size of the different sectors, and the behavior of the different sectors to change over time. There might be a period, for example, in which politics and government was proving to be particularly effective in channeling the public regarding aspirations of citizens. In such periods the private sector and third sector might well shrink as independent actors, and become much more influenced by the regulations and expenditures of government. At other times, politics and government might not seem to be so effective in channeling the public aspirations of the citizenry, and we might see both the private for profit, and the private not for profit activities increase relative to the size of government. Private action and initiative, and civic action and initiative might grow relative to government action. Grassroots and local action might grow relative to national action.
The fact that the relative sizes of the sectors might change over time in response to actions taken by organizations within the sectors and the political goals of the society at large may also imply important changes in what gets defined as a public purpose, and the ways in which the sectors collaborate (or compete) to achieve those public purposes. For example, if politics and government are powerful, it might be a reflection of the fact that the society is determined to advance a variety of urgent social purposes that need the powers of government to mobilize sufficient resources for the job – say, for example, to fight a war against foreign enemies, or to wage a war on poverty. In such periods, one might find that politics and government had grown in size and influence relative to other sectors, and further, that much of the work that was being done on the urgent, agreed upon public task was being done by government agencies, or financed primarily by government taxes. Interests in supporting the private economy might be subordinated to the task of achieving the war aims – whether those be the elimination of a foreign threat, or the elimination of poverty. Or, if the private sector becomes powerful, it might be because society has decided it is primarily interested in increasing its standard of living, and believes that encouraging the private economy is the best way to accomplish that goal. The social goal becomes the maximization of per capita GNP, and the government is harnessed to the end of supporting business and the economy in a way that accomplishes that goal.

Of course, our social goals never swing entirely one way or the other. Even when we are talking a lot about economic development, and the power of business to help us with that task, we also talk about ways of ensuring that everyone can participate in the economic growth, and of creating safety nets for those that are left behind, and so on. And, even when we are talking about achieving important social goals such as full employment, or creating vital urban areas, or providing health care for all, we are often imagining ways in which the powers the market and the resources of private economic actors might be mobilized to help achieve these goals. Still, one can imagine that the shape of both our social goals, and our social achievement might well change from one era to another – partly caused by what is happening in the civic society more generally to shape our collective aspirations, and/or influence our perceptions of what things are truly within our grasp.

One can also imagine, however, that within any of the important goals that become the (more or less urgent) focus of society’s aspirations (e.g. economic welfare, health, education, justice and security, etc.) the balance of effort made in that domain by the various sectors might well change. There might be a period for example, in which educational objectives were achieved primarily by the state mandating the education of children, but without providing any public money to provide for their education. That would be a situation of public mandate, but private financing and production. That period might yield to a situation where the public mandate was backed up by public financing of public schools. That would create a situation where there was public mandate, public financing, and public provision of education. Even in that period, however, individuals might be allowed to opt out of the public system as long as they are prepared to pay for it themselves, and as long as there are suitable (accredited) private institutions to meet the mandated public purpose. Thus, even in the period of most extensive public engagement in the definition, financing and production of public education, some part of society’s overall educational burden would be borne by private and civic groups. That period could give way to a period in which the public mandate for education continued, along with the public financing, but instead or relying only on public production, the society allowed public resources to be spent by individuals on privately produced (publicly accredited) educational entitities. Or, one can imagine a situation where the publicly mandated goal continued to be served by public production (the public school remained), but an increasing share of the effective financing of the production carried out within that school came not from tax appropriations, but from voluntary contributions by parents, or even from commercial activities carried out within the school in exchange for money for the school. 

The point is that for any given public purpose, the balance of public, civic, and private principles for valuing, financing, and producing the results can vary a great deal. We can decide that some goods for individuals are so important to achieve that we agree that the overall level and distribution of such goods should be guaranteed by the state as a whole, and therefore that it is necessary to tax and regulate ourselves to ensure that desired level and distribution of results. (This is what we sometimes mean by a right to life, or to health, or to food and shelter). We can also then separately decide whether we will seek to achieve that result exclusively through public financing (taxation) and public production (government bureaucracy); or whether we will be content to accept private contributions to these efforts (as long as they meet collectively defined standards). We can also decide whether we are determined to have the government produce the desired results, or whether we are prepared to use government funds to pay for private for profit and nonprofit organizations to produce the results that the society has decided it wants to achieve through governmental regulatory and taxing action. Alternatively, we can decide that a particular goal is socially important – enough to recognize and encourage the purpose as one that is specially desirable – but not important enough to be willing to decide that the overall level and distribution of those goods be determined by the collective, nor that it is worth taxing and regulating ourselves to ensure that level and distribution. At that stage, we can decide the form and level of collective support we would give to those for profit and nonprofit organizations to encourage them to desire, to finance, and to produce the socially desired goal.
In sum, instead of thinking that the actions of the voluntary sector are not influenced by the actions taken by the other sectors, and instead of thinking that the actions of the other sectors are not influence by the actions of the voluntary sector, it is important that we see the sectors as parts of a complex process through which society decides to act (or not act) individually and privately, or collectively and publicly on social conditions of one kind or another. Similarly, instead of thinking that some social goals and purposes are the exclusive domain of one sector or another in terms of financing or production, it is important to see that social choices can be made about the degree to which we will leave choices about the level and distribution of certain social goods, and the means of financing and producing those goods, to the private for profit, private voluntary, and public (governmental) sectors. In short, we have to see the voluntary sector not only as a complex system itself, but also as one that interacts with other complex systems in complex ways.

D. Summary: Two Different Views of the Voluntary Sector


This discussion then leaves us with two different ideas of the voluntary, nonprofit sector; one relatively narrow, but easy to work with; the other broader but extremely hard to use. The narrower, more conventional, and easier to use idea is that there are certain kinds of collective enterprises that are assigned to this sector. This would leave out some stuff that is interesting. It would bring in some stuff about which we might make very wrong attributions (i.e. neither independent, nor voluntary, nor civic, nor charitable). But it would be easier to use as a basis for starting our empirical investigation. The broadest idea focuses on motivations and combinations of people animated by those motivations. That might be the most important definition, but it is also the hardest to work with. There is a kind of uncertainty principle here. The most important is the hardest to see and measure. 


Nota bene: the big mistake here would be to take a broad definition and then use imputed characteristics to determine public policy for the specific institutions. May be important to: a) find ways to recognize, accommodate, and encourage the kinds of informal action that would enrich society; b) find ways to distinguish among organizations that claim to be part of the nonprofit sector but fail to have the characteristics that would commend them to our attention and social concern.

IV. Taking the Measure of the Third Sector


Current Practices


Some Important Alternatives


Implications of Embracing Different Definitions for Efforts to Characterize



How thick in society?



How important economically?



How important in Meeting Social Needs



UN Definition



Giving and Volunteering

The Most Prominent Definitions


Salamon


The Distinction Between Member-Serving and Other Serving


The Role of Religion


Economic Associations/Interest Groups and Politics


The Role of Charitable Motivations/Altruistic Impulses

What is Left Out or UnderEmphasized by the Prominent Definition

Toward a More Nuanced View of the Third Sector


Looking at a Wider Set of Organizations


Finding the Organizations


Looking Within Organizations


Finding the Motivations and Relationships


Looking Back From Conditions and Problems Rather than Out From Organizations

F. Estimating the Size and Character of the Third Sector


Finding the third sector in the motivations and relationships


Finding the third sector in the organizations: Broad v. Narrow


What Metric to Use in Characterizing?



Absolute Size



Share of Industries



Impact and Value to Society's Functioning




Independent Value




Impact on Other Institutions




Value to Individuals Involved as Donors, Members, Beneficiaries

� I am also committing myself to the idea that the aggregate state of the society could be observed and evaluated by people and aggregates in very different locations in the society, and that those evaluations might prompt action. In this way, the aggregate state of the society is not just something that exists as a result of other causes. It is also a cause of action. Its state, as perceived and acted upon by society’s members becomes a cause as well as an effect of social conditions.


� Crucial role of voluntary sector and civil society in creating the “court of public opinion” and giving it voice, and effective influence.


� Marion Fremont Smith’s old and new book


� It is this sharp focus on formal organizations that anchors this definition firmly within Frame 1.


� What characteristics of them as organizations can be examined depends partly on what they choose to say about themselves, and partly what they are required by law to divulge. The accuracy of these statements also depend partly on their willingness and capacity to report accurately. The willingness in turn, may depend on the force of the legal obligation, the likelihood of transgressions being detected, and the size of the formal sanctions and informal consequences that would ensue. All these are important subjects to take up when we consider the regulatory regime that surrounds these enterprises, and also simultaneously helps to create some of the data sources we rely upon to tell us about the real nature of these organizations. This is another way in which our idea of the voluntary sector is socially constructed.


� Some defrauders have taken advantage of this easy assumption, and represented themselves as an established, large organization worthy of receiving donations when they are not.


� Indeed, it is precisely this distinction that constitutes the core of the empirical debate between Robert Putnam and Lester Salamon about whether the amount of social capital is increasing or decreasing in society. Putnam looks closely at the intimate connections among individuals, and finds them in declined. Salamon looks at the number of nonprofit organizations and finds that number increasing.


� A practice or a legal prohibition? Organizations can decide to operate in this way. But most often we assume that an organization chooses to incorporate in a particular way, and that way includes a legal prohibition against the distribution of financial returns. Returns could come from regular flows. Could also come from the sale of the assets owned by the organization. 


� The justice of a market economy.


� Critics of the justice of the market economy


� The idea of merit goods


� Governmental Failure. First articulated by Charles Wolf. Applied in particular context of NPS by _____.


� Median voter theory of democracy. Downs? Shepsle and Moe?


� Political/Governmental Failure theory of the nonprofit sector


� Right attacks on the nonprofit sector
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