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It is almost impossible to think about defining the voluntary, third sector (the essential work of the last chapter) without at the same time talking about the public policies that enable and govern the sector (the central focus of this chapter). The reason is that a complex, reciprocal relationship joins the (positivist) attempt to make sharp analytic distinctions among market, state, and voluntary sector on one hand, and the (normative) desire to use public policy instruments to enable, protect, shape, and regulate the voluntary sector on the other. A social analyst can start what seems to be a purely analytic process of trying to define the sector in a way that recognizes important differences among the enterprises of the voluntary sector relative to those in the market on one hand, and in politics and government on the other. In doing so, he may also believe that he is indifferent to important policy issues about how the sector ought to be recognized and regulated in social policy. 
But the simple fact of the matter is that a social analyst is hardly ever interested in making these distinctions among different sectors only for the sheer descriptive delight of making distinctions. Nor are the interests of social analysts in making the distinctions limited to the more important (positivist) analytic purposes of improving predictions about the behavior of a heterogeneous set of social associations and organizations. Nearly always the distinctions are made at least in part for the important (normative) public purposes of figuring out how to take advantage of the distinctive quality of the enterprises within these different sectors for the overall welfare of society.  
Conversely, each time that society, acting through instruments of public policy, seeks to provide a special benefit to, or impose a special obligation on, a certain class of associations and organizations to achieve a given social purpose, it is inevitably forced to define the class of associations and organizations which are to receive the special treatment. As a result, making distinctions among organizations often leads to the adoption of public policies more or less specific to certain categories of organizations.  And making public policies towards organizations often requires us to make distinctions among different kinds of associations and enterprises. Those distinctions we make for public policy purposes then become definitions of different sectors and sub-sectors of society. Indeed, as discussed above, it is the combination of a) specific organizational forms recognized at law, and b) the fact that those particular organizational forms are given particular tax advantages vis-à-vis the government that provides an important part of the conventional understanding of the non-profit sector. 
The implication, then, is that one cannot define the sector without relying in part on the public policy instruments that recognize the sector as something different from either commercial, market enterprises on one hand, or political, governmental efforts on the other. Conceptually, the definition of the sector is entangled with both the motivations for wanting to distinguish the sector for public policy purposes, and with the instruments we use to carry out those purposes.

Second, once one gets a look at the voluntary sector through the lens of the new definitions, it quickly becomes obvious that public policy instruments not only define the sector (analytically, legally, and socially); they also play a decisive role in shaping the structure, conduct, and performance of the associations and organizations within the sector, and through that influence, the behavior of the sector as a whole. Indeed, it is easy to see that, without certain public policies that protect the rights of individuals and organizations to behave in ways that are characteristic of this sector, the sector might easily be suppressed, and kept small and ineffective.  It is also relatively easy to see that direct government spending to support certain kinds of social goals also play a crucial role in providing the financial underpinnings for the activities of the sector. So, while we can see the sector as an important part of the private sector in the extent to which it relies on voluntary, individual enterprise for much of its energy, we can quickly see that, like the market itself, this sector is importantly influenced by government policies that create the conditions under which the sector can operate, and that both regulate and financially support the sector. The sector would not have the size, structure, or character it now has were it not for various public policies that not only define it as a distinct sector, but also shape its size, scope, and conduct.


Finally, once the presence of a large, somewhat mysterious set of motivations, processes and institutions in a society is emphasized by the general idea of a voluntary, third sector, it is natural for members of that society to begin thinking about whether that sector is producing good or bad effects for society as a whole, and what can be done to be sure that society gets the benefits and avoids the harms that could be generated by the sector.  After all, we all have to be at least a little concerned about the individuals, associations and organizations with whom we share an economy, a polity and a society, and who imagine that it is within their right and their power to act on behalf of public purposes that they haven’t checked with the rest of us. Therefore, it is natural to think about the kinds of public policies that a society and polity might adopt to enable the voluntary sector and guide it to attractive social results, or to constrain and regulate the sector to keep it from doing harm. 

For all these reasons, issues about public policies guiding the voluntary, third sector are closely entangled with, or follow closely on the heels of, efforts to define, recognize, measure, and evaluate the impact of the voluntary sector on society. But the observations above also show that public policies towards the voluntary, third sector are concerned with much more than mere definition and differentiation. By defining and differentiating different classes of associations and organizations, and distributing different benefits and burdens among them, society as a whole is presumably acting to accomplish some important public purposes – to enhance the quality of our individual and collective lives, or to protect the rights of individuals and associations in a democratic society, or to achieve desired social results. In the Chapter following this one, we will set out various normative goals that society might seek to advance through a strong voluntary sector defined, protected, regulated by a set of public policies as an essential building block in developing a more explicit and rational public policy towards the voluntary sector. 

Before getting to that point, however, it is useful to start with a survey of the public policy instruments that now seem to be affecting, or could conceivably affect the voluntary sector. This is important not only for the analytic purpose of trying to understand how public policy is now shaping the structure, conduct, and performance of this sector; but also for the normative purpose of helping us to imagine the variety of ways that society could act to influence the performance of the sector if it knew what it wanted from the sector and the various associations and organizations within it. This will set the stage for the identification of the important values society has at stake in the vitality of the sector, and for some suggestions that could lead towards proposals for an improved scheme for protecting the vitality of the sector, and guiding it towards the achievement of important public purposes.

Fortunately, we have a great deal of excellent scholarship available to help us understand what the public policies that enable and regulate the associations and organizations of the voluntary sector – particularly those policies that are quite specific to third sector organizations. We will therefore start with a review of these conventional views of the public policies that shape the voluntary sector. It will turn out, however, that the conventional view of public policies towards the voluntary sector seems somewhat inadequate for two different reasons. 

The first is that the conventional view of public policies towards the voluntary sector may distort our view both about what the most important policy instruments are, and what purposes those instruments are designed to achieve. In the contemporary discourse about polices towards the voluntary sector, the most visible and widely discussed policies are the federal income tax policies that provide tax exemptions to organizations operating within this sector, and (in some cases) to those who make financial donations to these organizations. Indeed, these policies are so important to our conception of the sector that we often use the phrase “tax exempt organizations” as yet another way of characterizing the voluntary, third sector.
Yet, on reflection, it seems clear that exempting organizations or donors from federal taxation is not the public policy instrument that created the voluntary sector. After all, the sector existed long before there was a federal income tax that could be exempted. (And it is not clear that the sector would have disappeared once the income tax appeared if the organizations or if donors were not exempted.) Nor does it seem likely that this is the most powerful force in sustaining the sector. Indeed, it would be more accurate to say that tax exemption of these activities, associations, and organizations is only one of the more recent public policies that have been forced to accommodate the continuing existence of a unique social sector. Indeed, federal tax policy itself simply incorporated a tradition dating back to Elizabethan England that allowed many kinds of privately supported activities that achieved public purposes to be excused from taxation. This suggests the social fact of something like the voluntary sector preceded tax laws, and therefore might be expected to survive (though in reduced form) even if the tax exemption were eliminated.

Even if one ignores this historical point and focuses instead on the question of what public policy instruments provide the greatest continuing flow of economic resources and financial revenues to the sector, it is not at all clear that the greatest support comes from the federal income tax. Relief from property and sales taxes imposed at state and local levels is as important a financial contribution to nonprofit organizations as relief from federal income taxation. And, some key elements of the philanthropy that supports operating nonprofit organizations were create when individuals were encouraged to make charitable contributions not by providing some relief from federal and state inheritance taxes. So, it is not just federal income tax policy that supports the voluntary sector, but many other aspects of tax policy; and many of these tax policies have older roots than the federal income tax.

One can also observe that tax exemption is only one form of financial support given to voluntary non-profit organizations. This could come in the form of grants to nonprofit organizations; or in contracts with nonprofit organizations to provide services that the government wants to buy; or even in the direct financial subsidization (through vouchers) of markets in which nonprofit organizations are operating (e.g. health, schools, etc.) Indeed, the conventional view of the voluntary, nonprofit sector has made much of the fact that government now provides a much larger share of the direct financial support to nonprofit organizations than does voluntary giving. This has led some observers to describe the voluntary sector not as an independent sector at all, but as essentially a creature of government spending. And, if one looks at the historical data, it seems clear that increased governmental spending in particular areas has been accompanied by increases in the number of voluntary non-profit organizations working in those areas.

All this makes the economic and financial contributions of government to the voluntary sector seem the most important public policies shaping the sector. We can have a debate about what particular form of economic support is most important. And we can argue about the degree to which government financial support for the sector undermines its claims to be independent, or voluntary, or charitable, or anything that is really much different from government. But the implicit assumption is that the most important form of public support to the voluntary sector is the economic and financial assistance provided through some combination of tax exemption and direct financial support. 
The idea that it is public financial assistance that is the important public contribution to the voluntary sector sometimes leads to two further assumptions: 1) that the important character of the voluntary nonprofit sector is its ability to produce a variety of social goods more efficiently and effectively than government; and 2) and that the goal of public policy vis-à-vis the voluntary sector should be to finance the sector at a level that would allow it to achieve desired social and economic purposes reduced poverty, improved health, expanded educational opportunity, increased empowerment and the protection of individual dignity, and greater social and economic equality.

This is an important perspective on the character and important purposes of the voluntary third sector, and the important public policies that support it in pursuit of these goals. But it is not the only one. 

An alternative position would begin with the idea that the most important public policies that support the emergence and sustain the existence of a nonprofit sector are not tax policies at all, but instead the important civil and political rights that are embodied in the constitutions of liberal societies. In effect, one could argue that, in the United States, the single most important public policy shaping the voluntary sector is not tax exemption, but instead the first amendment of the U. S Constitution – the one that guarantees the right to speak and to assemble. Once a society grants individuals rights to speak freely, to assemble, and (perhaps more importantly) to associate, affairs, one might reasonably say that the groundwork has been created for something like an independent, civil sector to emerge. All one needs to add is a bit of public spiritedness and confidence among individual citizens. Then, in the social, economic, and political space that is created, the wide variety of self-help, community, and political associations that De Tocqueville celebrated in Democracy in America will inevitably emerge, alongside a wide variety of economic producing organizations. 

In this conception, the important public policies enabling the voluntary sector are not financial; they are constitutional and legal. The important normative goal of the sector is not to produce a particular set of substantive social results such as reduced poverty and increased education, but instead to vindicate and support certain rights that allow individuals to combine in various ways both to deal with problems they think are important using their own resources , and to support a continuing society-wide discussion about what constitutes a social problem and how the society might best deal with it. In short, the sector plays a crucially important in constructing the capacity of a society to decide collectively which problems are sufficiently urgent, or important, or otherwise compelling to become the focus of social effort, and to decide whether that social effort should rest primarily on voluntary efforts made by individuals with their own resources (civic action), or whether that social effort should engage the collectively owned powers of government’s to tax and to regulate to accomplish the social purpose. The important social consequences of the sector’s activities are not simply what it is able to produce in terms of different social outcomes, but also in terms of how individuals think about themselves and their relationships to one another, and with that, their capacity to combine to define and accomplish various individual and social purposes. In short, the alternative view of the voluntary sector is one that is more rights-oriented and political rather than production oriented and service delivery. It is one that is as concerned about individual expression, social relationships, and the quality of democratic processes as about financing and producing a specified list of desired social outcomes. It is one that is concerned with the processes that the society uses to specify that list of desired social outcomes, backed by the power of the state, and what society does when the list that emerges is unsatisfactory to some elements of the society rather than simply with the means of achieving the goals that appear on someone’s list without necessarily having any broad social and political commitment behind it.
The second (less important) problem with the conventional view of the public policies that shape the voluntary sector is not only that it gets the emphasis on the wrong syllable, but also that it omits or ignores much that is worth talking about. The current discourse about public policies towards the voluntary sector starts with a set of policies that are specific to the large sector of society that has come to be called the voluntary or nonprofit sector: e.g. tax treatment of this sector, and government payments to organizations within the sector. The current discourse notices and draws attention to the fact that there are public policies that operate at this level of society: i.e. that make an important legal distinction among certain kinds of associations and organizations, and that uses that legal distinction to confer different kinds of benefits and burdens along those broad, sweeping lines. That is important. 
But what the conventional view ignores is that the larger voluntary sector is composed of a variety of more specific and differentiated sectors that have, over time, accumulated their own particular regulatory regimes. There are important laws that influence the conduct of religious organizations, but not hospitals, and not trade unions. Similarly, there are important laws that shape the conduct of political organizations, but not social clubs or universities. It is also true, of course, that there are important public policies that shape the conduct of all organizations in the society – regardless of whether they are for profit, government, or for profit. 

So, when we are thinking about the public policies that shape the voluntary, nonprofit sector, we have to go well beyond federal tax exemption, or tax exemption more generally, or even all forms of government financial support to the voluntary sector. We have to think about the framework of constitutional rights that create the space for individual expression and collective association. We have to think about these rights as available to individuals and groups for the sheer fun of using them as well as for their value in both civic and political action. And we have to think about the structure of laws that impose regulatory burdens on all organizations, and on organizations that are part of the voluntary sector, rather than about those laws that impose burdens only on those organizations that are seen as part of a general class of associations and organizations called nonprofits. 
The task of this chapter, then, is to survey the landscape of public policy instruments that define and shape, protect and regulate, enable and frustrate the activities, associations and organizations that are part of the voluntary sector.  Just as in other chapters we have taken pains to start with a more or less limited and conventional view of the voluntary sector and the public policies that support and guide it, and then explore the terrain outside this conventional frame, so, in this chapter, we will begin with some conventional views about the important public policies shaping the voluntary sector, and then move to some other issues and concerns that are less conventionally noted or discussed. Specifically, we will begin with forms of public financial support for the voluntary sector that are judged important in allowing the organizations to survive and achieve their purposes, and then turn to legal rules that protect or burden the sector, sometimes in the interests of protecting rights of various kinds, and sometimes in the interests of guiding the sector towards social purposes that could include such goals as empowering individuals, strengthening relationships, or strengthening the collective capacity of the society to act through civic or political means.
I. The Conventional View: Government Financial Support to the Voluntary Sector
We live in a materialist and utilitarian age, more concerned with the practicalities of securing substantive results of various kinds than with assuring ourselves that we are behaving rightly, or structuring our relationships with one another in an appropriate way, regardless of the consequences. The commitment to utilitarian views is strongest in the marketplace, of course. There, we think the entire purpose of the social structure called a market is to produce the maximum material advantage for individuals who are understood to evaluate that material advantage in terms of egoistic, material desires. But the commitment to utilitarianism is also strong in the world of public policy. In that world, we are interested in getting results and achieving outcomes through the thoughtful use of public authority and public money. The goals we seek may be those defined by a collective rather than an individual, and they may be concerned with the doing of justice or the protection of the long run interests of the society as well as the achievement of material satisfactions for individuals. But we still embrace a utilitarian stance in which government actions are conceived largely in terms of government financial support of one kind or another, and evaluated largely in terms of their efficiency and effectiveness in achieving desired social results.  

Our materialist, utilitarian orientation to public policy issues means that when we come to the question of identifying the important public policy instruments that are important in enabling and regulating the voluntary sector, we are likely to start with the role that government financial support plays in supporting the sector. The idea here is the straightforward one that an important way that public policy shapes the size, character, vitality, and purposes of the sector is by providing the organizations of the voluntary sector with the financial resources they need to stay in operation. Here, much of the attention focuses on two different forms of public support – tax exemption for certain nonprofit organizations on one hand, and direct expenditures on these organizations on the other. 
A. The Significance of Government Financial Support to the Voluntary Sector

There can be no doubt that government financial support figures prominently in the overall financing of the voluntary sector. Table 1 provides estimates of the amount of government money that goes into voluntary sector organizations, and of the proportion of all financial revenues secured by nonprofit organizations that is supplied by government. Table 2 provides estimates of the magnitude of the “tax expenditure” that is granted to nonprofit organizations as a consequence of exempting them from federal income taxes. Table 3 provides a historical overview of how direct government support has changed over time, both as an absolute amount, and as a share of all financial support for the voluntary sector. In contrast, Table 4 shows the small and diminishing contribution of financial support that comes from charitable contributions of various kinds. If one were to assume (reasonably) that the voluntary sector’s activities are importantly guided by the aspirations and directions of those providing the funds needed to keep it afloat, one would have to conclude that the voluntary sector was increasingly both a creature of and guided by government purposes rather than by charitable purposes held by private individuals contributing their own money to these causes. It is not the individual charitable aspirations of donors that is animating and guiding the so-called voluntary sector; it is the collective commitments made through politics and government that are financing and driving the sector.
Yet, it is here that one must develop a more refined analysis of the different forms of government support. Instead of treating tax exemptions as a kind of “tax expenditure” that can be directly compare to “appropriated government expenditures” as an integrated whole that can be simply summed up and cashed out as a total amount of governmental support to the sector, we have to view “tax expenditure” as distinct from “direct government expenditures.” The reason is simply that, while both tax expenditures and direct government expenditures can be seen as claims on the public fisc, these different policies allow the expression of, and are therefore guided by, much different kinds of decision mechanisms. Tax exemption allows individuals to decide some important details about how money that would otherwise be paid into the public treasury will be spent; while direct governmental expenditures are always guided by a collective process in which elected representatives of the citizenry decide how the money will be spent. There is no necessary reason for these two to be the same. This point is sufficiently important that it is worth a bit more discussion.
B. “Tax Exemption,” “Tax Expenditures,” and “Government Appropriations”  
From one perspective – that of a distant social analyst thinking about the relative merits of achieving public purposes through tax exemption on the one hand, or taxation and direct government appropriations on the other -- there is little difference between what is called a “tax expenditure” on one hand and a “direct appropriation” on the other. Both involve a collective choice that a particular purpose is worth using public resources to accomplish. In one case, we try to accomplish the purpose by taxing ourselves, and then using the proceeds to pay someone to accomplish the public purpose. In the other case, we try to accomplish the purpose by exempting those who contribute to the purpose from taxation. In principle, we can compare the two different ways of spending public money (exempting some from taxes they would otherwise have to pay on one hand, and imposing taxes and spending on desired purposes) in terms of their cost-effectiveness in producing the desired results. We can compare the amount of public money involved with the relative effectiveness in achieving a certain desired result.
From a different perspective, however, -- that of the individual taxpayer -- there seems to be an important difference between a tax exemption on one hand, and a direct appropriation on the other. If I as a taxpayer am not exempted from the tax, and my money is used for a certain collective purpose, then I have no choice about whether and how much I can support the public purpose for which I was taxed. All the decision-making about the level and focus of my support is done for me by the collective that defines the social purpose and assigns me my “fair share” of the financial burden of achieving that purpose.
In contrast, if there are certain choices I can make that will relieve me of paying taxes, then I can exercise more individual, personal control over both the amount of money I give to social purposes, and the way my money is spent to achieve social goals. As long as the purposes I as an individual would like to support fit within some broad definition of a social purpose that is tax exempt, I can shape the focus and level of my support for public purposes to fit my personal ideas about the public purposes I would most like to support. 
In short, if some things are exempted from taxes, and I can decide how much of my money to spend on those things, I can make the decision either to give up all the tax money I owe to the state to be guided by a collective decision about what important public purposes should be pursued, or I can take some of the tax money I would owe and decide to spend it on tax exempt activities, thereby retaining some personal control over the public purposes to which my money is being spent.

An analogy might be helpful at this point. For many years, the United Way asked individuals to contribute money to a general fund that would be allocated across both purposes and organizations that were deemed important by the governing boards of the United Way organizations. Except for the fact that the money contributed was given up (more or less) voluntarily, and except for the fact that the governing boards of the United Way were not elected in general elections, (both very big exceptions!), the United Way acted a lot like a government. It collected money from individuals and then used that money to pursue purposes that a collective body thought was important to achieve. Individuals were not allowed to earmark their funds for particular social purposes or particular organizations they thought particularly important. 
Then, facing competition from other organizations that sought to collect money from individuals for charity, the United Way began offering individuals the opportunity to earmark their contributions to particular purposes or particular organizations. Of course, the governing board of the United Way could, assuming that the individual earmarking of funds didn’t deviate too much from the collective goals the governing boards had, and assuming that there remained a substantial amount of general contributions that could be used strategically to fill in gaps left by the individually earmarked funds, continue to produce the same collective result they had made in the past. But the point was that the money collected by the organization carried with it the individual public aspirations of the givers, and that the aggregation of those results might, in principle and in practice, produce a very different aggregate result than would have been produced by the governing board if none of the money had been earmarked. 

Bringing this analogy back into the public sector, consider what the world would be like if we were each allowed to earmark the taxes we owed to specific purposes that attracted our commitment and allegiance. Some, worried about national security, might choose to put all their money into the Defense Department. Others, worried about poverty and racial injustice, might put all of their money into Human Services, or the Civil Rights Division of the Department of Justice. We would then have the government expenditure patterns that individuals wanted rather than those that were decided by a collective.

In many ways, a broad tax exemption for certain kinds of activities and services is like a decision to allow individuals to earmark their taxes. A philanthropist, for example, understands that he will have to pay inheritance taxes on his estate. A middle class individual understands that he will have to pay income taxes on what he has earned. A real estate developer understands that he will have to pay property taxes on the property he owns. None can escape this burden. But what they can do is to decide whether and how much of their estate, their income, and their property to take off the public books for tax purposes by spending the money on public purposes they think are important rather than allowing the collective to make that decision for them. 
Of course, the collective has influenced this choice by giving them the right to avoid taxes in this particular way. (Actually, to say that they avoid taxes is a bit misleading. They cannot easily avoid taxes and spend the money they saved on themselves. They can only avoid taxation by spending their money on a public purpose that they chose rather than the purposes chosen by the collective.) That decision was made when the collective decided to exempt some particular expenditures – those made to “reduce the burden on government” – from taxation. 
But once that broad commitment was made, a space was created in which individuals could decide on the public purposes they would like to support rather than leave that choice entirely to the collective, and individuals can decide how much they would like to use that space. As they use more of it (that is, as they commitment more and more of their otherwise taxable assets to tax exempt activities), the important choices about what constitutes important public purposes to be pursued shifts from the collective to the individual, in precisely the same way that the United Way’s decision to allow individuals to earmark their contributions shifted decision-making from the governing boards of the United Way, to the individual contributors. 
C. Justifications for Tax Exemption of Voluntary Associations

Note also that a collective decision to support tax exemption for certain kinds of expenditures could be justified on several different grounds. In the view that treats tax exemption as virtually identical to tax appropriations, the implicit normative standard is one of cost/effectiveness in achieving the desired social result. We assume that a particular public purpose has been embraced as the goal of the collective. The only interesting question in deciding whether to go with a tax exemption or a tax levy and subsequent appropriation is the issue of which approach will be more cost effective in accomplishing the desired result. 
In the view propounded here that treats tax exemption as importantly different from tax levies and appropriation precisely because it allows individuals to make choices about how they will use their funds to contribute to public purposes, and what portion of their funds they will give over entirely to the collective, and what portion they will earmark for (collectively approved) public purposes, the normative justification is less about cost effectiveness in achieving agreed upon public purposes, and more about producing a certain kind of efficiency that comes from allowing individuals to express their own public aspirations, and shape the use of their own money, and with that, perhaps change the nature of the public purposes that will, in fact, end up being pursued by the society as a whole. In this conception, the satisfaction of individuals’ public aspirations is the normative criterion that is important, not cost effectiveness in meeting a well defined public purpose. 
A third normative stance is more radical still. In this conception, funds that are voluntarily contributed to eleemosynary institutions, or revenues or income earned by such organizations, or wealth held by such organizations is, as a matter of principle, not taxable. The reason is that the money is already held within the public realm for public purposes. There is no individual who is benefiting. To tax these activities and assets would be as foolish as taxing government itself. The money that is available has already been surrendered from private material self interest, to public goals and aspirations. 

Regardless of where one comes out on the important issue of the normative standards that could justify tax exemption, one has to see that there is an important difference between the idea of tax exemption on one hand, and the idea of direct governmental support on the other. The key difference is that individuals can express their public purposes more as they wish as individuals when they decide whether or not, and to what degree to deplete their economic assets by making “voluntary” decisions to put some of their (otherwise taxable) assets into public purposes of their choice; or to leave these assets vulnerable to taxation, and have their use be guided by the collective processes that appropriates tax dollars to collectively decided public purposes. 
To see that this complex discussion makes a practical difference, consider what would happen to the character of the arts in the country if the balance of charitable contributions relative to government subsidies supporting the arts shifted in a dramatic way. If charitable donors are taking advantage of tax exemption, they can have art of the type they want. If, on the other hand, all the support for the arts consists of tax supported appropriations, one would imagine a very different (not necessarily better or worse, but at least different) level and kind of arts activities in the society.

D. Exemption from Different Kinds of Taxes

Having made the distinction between tax exemption on one hand, and direct governmental support on the other, it is also important to go on and notice some important differences within each of these broad categories. Within the idea of tax exemption, for example, much of the attention focuses on the federal income tax deduction for charitable contributions. We know that a great deal of money is contributed by individuals to various kinds of public purposes. What we are less clear about is how sensitive that level of giving is to the fact that the federal government implicitly subsidizes this activity by allowing tax payers to give a dollar away to a charity and effectively pay only 1 minus their marginal tax rate for this largesse. (The US treasury kicks in the other piece as a kind of tribute to generosity, or respect for the preferences of the individual, or the desire to support the voluntary sector.) Current estimates place the elasticity of giving with respect to tax subsidy at about _____. This means that for every __ % we increase the tax rate, we get a __% increase in the overall level of contributions from people who are trying to escape the tax, and express their own ideas about what public purposes should be advanced. 

An interesting thought experiment, guided by this number, is what do we think would happen if we actually stopped giving the tax deduction for charitable spending. Perhaps individuals’ desires to express themselves as public benefactors would remain strong, and little would happen.
It is worth noting an important anomaly in the tax treatment of contributions to voluntary organizations serving public purposes. The tax exemption is given only for charitable organizations. It is not given for social organizations, or for political organizations. This aligns with the view that what is important about the voluntary sector is that it expands the commitment and the capacity of the society to deal with charitable purposes (understood to be narrower than all the things that a society might be interested in trying to secure for itself). It is also consistent with the idea that the society should be neutral with respect to politics – i.e. that it neither encourage nor discourage political activity, but let it occur as individuals choose to make it happen. Presumably, if we could find some important public purpose in associations, or in political organizations, or if we could escape the reflexive commitment to an odd form of neutrality in organizing our politics, then we might find a reason to encourage giving to these other voluntary organizations as well. But we will leave that discussion until later.

While the deduction for charitable giving in the federal income tax is an important form of governmental financial support to the nonprofit sector, it is only one form of tax exemption, and it might well pale in significance when compared with other forms of tax exemption. A second key form of tax exemption is exemption from the inheritance tax at both federal and state levels.

A third form of tax exemption is exemption from state and local property taxes.  In total amount of financial support to the voluntary sector, and to the shaping of the actions of the voluntary sector, these other forms of tax exemption may be much more important than the federal income tax deduction for charitable contributions. 

E. Direct Government Spending: Grants and Contracts

Now let’s look at the different forms that direct government spending can take. Three seem particularly important; grants, contracts, and financial support to consumers in markets that are heavily populated by nonprofit organizations.  Again, it would be possible to treat all these forms of direct governmental financial support to nonprofit organizations as equivalent, and to see their purpose as being the provision of financial support to the nonprofit world and the attractive social purposes the nonprofit world is trying to achieve. But on close inspection, these different forms of governmental support differ from one another in some of the same important ways that tax exemption differs from direct governmental expenditures; namely, in terms of the relative influence of the collective and the individual in directing the expenditures to specific purposes. 

Start with the concept of a grant. In practice, a grant has become almost indistinguishable from a contract. In both cases, the government hands over a chunk of public money to an organization with the expectation that the organization will do something that is considered sufficiently publicly valuable to be worth an expenditure of public (tax collected) funds. Yet, at the outset, and to some degree still, a grant was supposed to differ a bit from a contract. Typically, a grant comes with fewer or looser strings attached, and with a lesser threat of punishment if the grant recipient fails to deliver some product that was promised than is true of a contact. Presumably, the reason government would choose to provide a grant rather than insist on a contract is because the government believes that the organization is worthy of public support regardless of its purposes or activities, or that its purposes and performance are so obviously publicly valuable that the government does not need the protection of contract.  The assumption is that the organization as it is now operating is doing things that are valued by the public, and that the public provides it with funds to continue doing what it is doing. This form of aid accords the organization the highest degree of autonomy. Such autonomy is granted either because the government thinks it would be wrong to interfere, or because it believes it can trust the motivations, commitments and capabilities of the organization to continue to achieve public purposes efficiently and effectively. In essence, when the government gives a grant as opposed to a contract, it accepts the organization’s articulation of its own purposes, and allows its governing processes to figure out what should be done with the money, confident that it will be a wise choice. 


A second form of direct governmental financial support is a "contract" negotiated with a nonprofit organization to provide particular services that the government would like to purchase. Contracts can be written in many different ways. At one end, they are barely distinguishable from a grant: for example, a contract could be written to "establish and operate a community mental health center" with no further specification of the character, quantity or quality of services to be provided in exchange for the government's money. At the other end, the contracts could specify exactly what is to be produced, in what quantity, and with what qualitative characteristics. The contract could also be more or less explicit about the means to be used in delivering the service, and perhaps even seek to specify something about the qualifications of the employees, or the structure of governance to be used.


Obviously, the more detailed the contract specifications, the more the government’s ideas about what should be done, and how it should be done are being driven through the contracting organization. Obviously, the larger any particular government contract is in the overall revenues of a nonprofit organization, the more the organization’s capacity will be directed and guided by the government. In the extreme, then, one can easily imagine a nonprofit organization whose entire productive capacity was being created and directed by a revenue stream that was attached to a very tight government contract. In such a case, it would be hard to see where the independence or the voluntariness that we commonly associate with nonprofit organizations would be located. One could say that even though the nonprofit organization retained a governance structure that seemed to make it independent of the government, its actual operations were almost entirely dictated by the collective purposes being pursued by government, and enforced through the contracts that both supported and guided the organization’s activities. 


It is this kind of thinking that leads those committed to the voluntary, nonprofit sector to think that while direct government support might be important to sustain nonprofit organizations, it also carries the risk of reducing the very autonomy, innovativeness, and responsiveness of the organizations that make them potentially so valuable to government. And it is clear that this is a real risk to nonprofit organizations both on the operational side (where innovative ideas, and particularized responses to special segments of the population might both be repressed by the government’s demand for consistency and compliance with established methods enforced through contracts), and on the political side (where a nonprofit service organization has to be worried that it will lose its government funding if it uses its own experience to describe the deficiencies in current levels and forms of government programs for dealing with particular problems or particular groups). 

But what the discussion above suggests is two important facts that we should keep in mind as we assess these direct forms of government support to nonprofit organizations. The first is that the threat to the autonomy of a nonprofit organization is always a matter of degree. Insofar as the nonprofit organization has an “independently” established governance structure capable of defining and pursuing mission and purpose in a way that is true to the aspirations of that independent board, and not hostage to collective political processes, we can always imagine that the organization is to some degree at least independent. (How independent depends on the character of board and the strength of the organization’s internal governing processes that allow the organization to remain a reflection of the public purposes that sustain it.) Insofar as the nonprofit organization retains some important sources of income other than government contracts, it can escape being only an agent of government. Insofar as the organization receives grants rather than contracts, and insofar as the grants and contracts it receives are loosely drawn allowing a great deal of discretion to the organization in the definition of purposes, and in the development of means for achieving that purpose, the nonprofit organization preserves the option to define its own purposes, and have those purposes guide the use of its resources rather than the choices made by government. Insofar as the (independently chosen) purposes of the organization are perfectly aligned with those of government, and the various structures of accountability imposed by the government require the organization to do nothing other than what it would decide to do on its own, the nonprofit organization may be said to have retained its autonomy (though it might want to harbor some doubts about the degree to which the apparent close alignment between the nonprofit’s objectives and the government’s objectives was more the product of rationalization than of real agreement.)  
It is also worth noting that the core of the nonprofit organization’s autonomy lies in the fact it retains the same freedom to contract or not contract with the government that private sector firms retain. No one is forcing nonprofit organizations to sell their products to government. They can choose to do so or not depending on their views of whether the contract is worth it in their own terms. Of course, they may feel particularly tempted by the money since other sources (such as selling their product to individuals, or asking for charitable contributions are less appealing). Moreover, they may feel entitled to support from government since they are serving such obviously important causes. And this may lead them to chafe under government contract specifications. But, from the point of view of a citizen and taxpayer, one might very well want the government to establish tough terms to ensure that the purposes that the collective established as the justification for spending tax money are reliably adhered to, and not altered by the more idiosyncratic and untested views of the nonprofit organization. In effect, a citizen/taxpayer might not see much difference between a nonprofit, for-profit, or government supplier of a service that the collective has decided to pursue: their only interest is in getting the maximum desired effect from the money expended.

What is important in this discussion about the degree to which the autonomy of a nonprofit organization is respected by the form of the grant or contract on one hand, and by the degree of dependence of the organization on government grants and contracts on the other, is understanding whose values and preferences will be privileged in the use of government money. If we start in a world where the goals of the independent, nonprofit board on one hand,  and the goals of the public acting through government on the other are perfectly aligned, we don’t have to worry too much. The result will be what it is, and the values of that socially minded board will be achieved along with the goals of the politically mandated purposes of government. If, however, some differences exist between the goals of these two entities, then the form of the contract, and the degree to which the organization’s activities are actually shaped by that contract will be very important. If the government provides a grant, or writes a loose contract, then the goals of the socially minded private board will be advantaged over the politically mandated goals of the government. This will occur as a result of the de jure and de facto discretion the government left to the organization in deciding how to spend the government’s money. If the government enters into a contractual relationship, and writes a very exacting contract, then citizens and taxpayers can be sure that the politically mandated purposes are being achieved rather than those that might be preferred by the board of the nonprofit. In effect, just as tax exemption leaves more room for private, individual preferences to be expressed in public expenditure decisions, so grants and loosely written contracts leave room for the independently constructed visions of public purposes held by boards of nonprofit organizations to be expressed in public expenditure differences.

Obviously, an important question here is whether we think it is good or bad that private agents such as taxpayers and independent boards of nonprofit organizations get a chance to have their own views about public purposes realized with the help of public support. On one hand, one can say that this would be more “efficient” in the sense that the individual taxpayers got to increase their own satisfaction by contributing only to the public purposes they thought important, or in the sense that by allowing nonprofit entrepreneurs to work on things they cared about, they were able to mobilize more resources, and to use them more efficiently and effectively in the pursuit of their causes. On the other, one can say that there is no particular reason to imagine that individuals acting alone have good judgment about what important public purposes are, and that the political process is a far better way of discovering what counts as a public purpose than allowing each individual to decide for him or herself, and that the most efficient and effective way to deal with public problems is with the instrumentalities of government that can assure simultaneously a sufficient supply of resources to deal with the problem, and a fair and equitable distribution of both the benefits and the burdens of pursuing a public problem. 
These observations help remind us that some of the most important questions we will have to face about public policies towards the voluntary sector are those that are concerned with what particular social actors and social processes are relied upon as important “arbiters” of the value produced by any given social arrangement. On one hand, liberal traditions emphasize the importance of allowing individuals to be the arbiters of value not only in their own lives, but also as they assess the quality of collective life in the regimes in which they find themselves. On the other, communitarian traditions remind us of the importance of collectives of various kinds – families, voluntary associations, local and national polities – in defining values that could and should be pursued with the use of both private and public means. It may turn out that what is important about decisions to exempt certain expenditures from taxation, and whether to provide grants to nonprofit organizations or write contracts with them is not just the amount and distribution of the money that is made available, but even more importantly, what decision-making units are authorized and empowered to make the important expenditure decisions that define value. One can imagine a world in which the only important expenditure decisions are made by individuals spending their own money for their own and possibly others benefits. One can equally well imagine a world in which many expenditure decisions are made collectively. We live in a world in which some expenditure decisions are made individually, and some made collectively. The balance among the individual and the collective, as well as the balance among different kinds of collectives, is among the issues that get decided when we make decisions that looked initially like they were decisions about how best to financially support the voluntary sector. 

F. Direct Governmental Support: Subsidies and Vouchers for Services Provided by Nonprofits


This discussion helps put in perspective a third form of government support that has not much been noted as something important to the voluntary sector, but might become increasingly important in the years ahead. The form of governmental support I have in mind here is when government subsidizes a market within which nonprofit organizations are active suppliers. The subsidies could take the form of loan guarantees, subsidized loans, or vouchers. Such subsidies have long been provided in housing and medicine. They are becoming more common in education. 
What is characteristic of this form of governmental support is that while tax dollars are being appropriated to support the purchase of particular goods and services in the interest of achieving re-distributive justice or increasing the supply of merit goods, the decisions about what particular good to buy is being made by individual consumers who qualify for the assistance. From the point of view of the nonprofit organization then, this feels pretty much like earning revenues by selling their products and services in a free market. From the society' point of view, however, one can see these tax dollars as supporting particular institutions within the nonprofit sector, since the tax dollars show up as revenues in their coffers.

G. Evaluating Government’s Financial Support to the Voluntary Sector

These are the different forms of financial support that society, acting through government, can provide to activities, associations, and organizations associated with the voluntary, third sector. It is natural to want to add up all these sources of support, and report a total sum representing the size of government’s support for the voluntary sector. One could then stand back and be amazed by how significant the government subsidy is to this sector, how important government is in stimulating the growth of the sector and keeping it afloat, and son on. Alternatively, one could be appalled by how little support government provides to organizations that are dealing with urgent social problems, and how wide the gap remains between what society ought, as a matter of justice, aspire to, and what as a practical matter we are willing to do. But, regardless of which position one embraced, one would be implicitly evaluating this governmental financial support against a standard of what would constitute an appropriate level of support to a sector of society that was considered important independent of the size and character of its contributions to society, or what would constitute an appropriate level of government spending to achieve a particular set of social objectives that are understood to be the important social objectives that are uniquely or importantly pursued by the voluntary third sector. 
It is important to notice a tacit assumption that can powerfully shape these casual evaluation efforts: namely, that there is some objectively established desirable level of public support to the voluntary sector; further, that that level of support is rooted in some shared understanding of the independent social value of this sector (every society needs one of a particular size and shape), or in the instrumental capacity of the sector to sustain a political commitment to and an operational capacity to achieve the goals of a just society (without a sector of a particular size and shape, we could not have a just society). If public support for the sector falls short of these standards, then there is a problem, and the public, acting through government, ought to increase its support for the voluntary sector, and the social purposes with which it is most clearly identified.

I think that there is an important analytic error contained in this common way of thinking. The analytical error comes from the fact that there has not ever been an agreement in the society about whether, how and to what degree something called the voluntary sector ought to be supported as an important part of society through the use of public funds. We have developed policies and programs that provided different kinds of governmental financial support to different kinds of organizations with many different motivations and purposes in mind. We have not, until recently, thought about this sector as a coherent whole, and certainly not as a sector whose health should be the focus of public policy instruments in the same way that we are concerned about the health of the economy on one hand, or the health of democratic governance on the other. It may be useful to begin thinking about the voluntary sector in this way. But if so, we ought not to assume at the outset that this sector deserves particular levels or kinds of public support, and certainly not that the right level of public financial support is the amount that would support the current infrastructure in the pattern of slow and steady growth that would make those who manage the organizations within this sector the happiest. We have to go back to the beginning and think through the question of what society has at stake in the size, character and performance of this sector, and let our public policies towards the sector reflect this new understanding.
Not only have we not had discussion leading to an agreement about the important role of the voluntary sector, and the degree to which it deserves public support, we have also not reached any kind of consistent agreement about the purposes or conditions that a liberal society would seek to bring about as a matter of social well-being and justice. We have plenty of discussion about this, of course. We continue to have a political fight about the kind of society we would like to have: what kinds of civil and political rights we ought to establish and enforce, what concerns and issues are important enough to the society to be worth engaging the powerful tools of government, what kinds of entitlements to employment, income, education, and health we ought to collectively guarantee, and so on. The fact that we continue to have political fights about the substantive goals of a liberal society means that we cannot use some assumption about those ends as an objective basis for figuring the amount of support to the nonprofit sector would be required to achieve those ends. 

In short, without some understanding of what the society as a whole wants from the voluntary sector, and without some agreement about the important substantive goals of a liberal society, and the distinctive role of the voluntary sector in helping to assure the achievement of those goals, it is difficult to know whether the amount and form of governmental support to the voluntary sector is the right amount or not. We have to develop some different ways of thinking about both the forms that public policy support to the voluntary sector can take, and the agreed upon public purposes that would justify such support. We also have to hold open the idea that the voluntary sector might represent some potential for harm as well as for good, and that the important public policies shaping the nonprofit sector are not only those that provide economic or financial assistance to the sector (with or without strings attached), but also those that regulate and guide the sector as well as those that simply support it in the (wide variety) of things it is trying to do. 
Much depends on the quality of the political fight that liberal society has about the ends that it should commit itself to achieving through the use of both civic and governmental action. And much depends on the quality of the political fight that liberal societies will have about the role of the voluntary, nonprofit sector in providing the operational capacity that government needs to achieve ambitious social goals.
II. A Less Conventional View: Constitutional and Legal Authorization of the Associations and Organizations

The importance of politics in shaping the public purposes that we use to evaluate the sufficiency of public support to the voluntary sector, and the importance of the role that the voluntary sector plays in underwriting society’s overall capacity to envision and pursue public purposes, brings us to a point that is not usually emphasized enough in thinking about the voluntary sector. That is the important role that associations and organizations within the voluntary sector play not only in helping a democratically elected government achieve purposes it has decided to pursue, but also the role that such organizations play in supporting the political processes through which a democratic society defines the purposes to which it will commit itself as a polity, and for which it will use the collectively owned powers of the state.  Somehow, it is easy to forget that both Democratic and Republican parties are voluntary associations, and as such, proud members of the voluntary sector. It is equally easy to forget that the wide variety of interest groups that form the active core of pluralist politics such as groups representing the economic interests of business, labor, and various professionals in government policy-making are also part of the voluntary, nonprofit sector. It is a bit easier, but still difficult to recall that public interest groups ranging from the Sierra Club, through the Children’s Defense Fund, to the National Rifle Association, and that play important roles in organizing electoral referenda, or lobbying congress, or pressing test cases in courts throughout the nation, are also voluntary organizations within the voluntary sector.
Because we think of the associations and organizations of the voluntary sector as “producing” organizations focused on delivering products and services and achieving substantive social outcomes rather than “political” organizations focused on representing interests, or advancing social causes, or supporting democratic deliberation and policy-making, it is also easy to overlook policy instruments beyond financial support that shape the size, structure, and performance of the voluntary sector.  The society not only provides money to the voluntary sector; it provides authorization and protection, and sometimes regulation. It does so through various legal instruments ranging from constitutional protections of the rights to speak and to assemble, through constitutional protections of the right to own property and do what one wants with it (including giving it away to social purposes one thinks worthy), through the recognition of different kinds of collective enterprises within the society that can both press their claims and be sued in state sponsored courts, to the existence of a vast body of regulatory statutes that set up both procedural and substantive rules guiding broader and narrower subsets of legal entities. 

The justifications for providing this kind of public support tend to be a bit different from those that seem to justify public financial support. The policies that create room for voluntary associations, and create certain kinds of privileges and responsibilities for these organizations, are guided more by concerns about individual rights and responsibilities, or ideas about how individuals ought to be able to combine with one another to achieve social, economic, or political purposes, or ideas about the kinds of social, economic, and political institutions that are most consistent with the ideals and purposes of a liberal society that seeks both justice and prosperity than by fixed ideas of particular social outcomes that are desired. 
These observations lead to a somewhat different way of thinking both about the forms that public policy support to the voluntary sector consists of, and what the goals of such policies would be. With respect to the forms of public policy supports, we can see that the important public policies might not be limited to public sector financial support. They might include the important constitutional, statutory, and common laws that protect the spaces within which voluntary associations can develop (even without government support), and that give them certain kinds of privileges and obligations in the way they are allowed to operate in society. Indeed, the most fundamental government support to the third sector includes the rights to property that allow individuals broad freedoms to use their money for their own purposes. Given that human nature is what it is, once such rights are granted, some money will be contributed to public purposes -- not as much as to private and familial purposes to be sure, but some. These public purposes might figure particularly prominently in the decisions of wealthy people planning their estates. They might choose to make a distinctive mark on society by backing their ideas of important public purposes with endowed funds. 


Important rights also include the important first amendment rights of association and speech. This creates a space within which individuals can gather together to help one another and to form and express views about how the state apparatus might best be used to help them create a good and just society. It is from such rights that social groups arise. It is from such rights that economic groups develop. It is from such rights that civic and community groups arise. It is also from such rights that more explicitly political organizations emerge.


While constitutional rights to property, and to speak and assemble, protect a space for voluntary, individual and collective action in social economic, civic and political spheres, a second tier of legal support to collective enterprises exists: namely, the statutes and common law traditions that recognize certain kinds of collective enterprises as legal actors in the society, and that grant those collective enterprises certain rights and responsibilities.  The legal recognition of a collective entity as a legal actor in the society is both logically and historically prior the creation of certain kinds of tax advantages for the entity. The particular set of organizational forms that are legally recognized in liberal democratic societies condition and structure the possibilities for individuals to act voluntarily on behalf of public purposes long before one gets to tax advantages. 
To a degree, a liberal society begins with the idea that there are only two important kinds of actors – a private, individual actor called a person, and the public collective actor called the state. It is only living persons that have standing to press claims and bring disputes to socially supported courts. It is only individuals that have rights and responsibilities vis-à-vis other individuals and to the state.  
The reality of life in a liberal society, however, is that there are many “intermediate institutions” that lie between the individual and the state. This includes families, of course. It might also, as a social phenomenon, include both cultural identity and economic interest groups that recognize themselves as distinct, or are recognized by others in the society as distinct, and that (in some social analyses) form the basis of a society’s social, economic, and political culture. But the intermediate associations and organizations also include more formal and impersonal voluntary associations of various types ranging from social clubs, through economic enterprises organized as partnerships, to nonprofit and for profit corporations, to political advocacy organizations that are self-consciously constructed and joined. 
Because these organizations (or the individuals who comprise them) own things, and are capable of taking actions which injure other people, society has to have some way of recognizing these collective enterprises as social actors who can make claims on private and public actors in the society, and who can be called to account by these same private and public actors. It has an interest in the form that such collective entities take not only because those collective entities have an impact on individuals who are not part of those entities, but also because the state is often interested in protecting the individual rights of individuals who are involved with these collective entities as members, or donors, or investors. 
While the natural variety of associations and organizations is huge, there are only a limited number of organizational forms that a liberal society will recognize as constituting a legal actor. That limited number of legally recognized organizational forms – voluntary associations, partnerships, non-profit corporations, for profit corporations, sole proprietorships, etc. – is itself an important public policy shaping the structure and conduct of the enterprises within the voluntary sector. (Table ___ lists some of the commonly recognized legal forms of organization in the commercial, nonprofit, and government sectors.)
Even more important is the special bundle of special privileges and responsibilities that are linked to these organizational forms. For example, the fact that individuals linked to one another in a voluntary association of some kind are not insulated from individual liability for the actions of the voluntary association, and that individuals linked to one another as members of the Board of nonprofit organization or a for-profit corporation are protected from such liability. While one could say that these organizational forms merely recognize the legal personality of an organization, one can equally well argue that the existence of these forms, and the special rights and responsibilities associated with them, can have a profound impact on the level and character of collective, organizational life in the society that underwrites its economy, its sociability, and its capacities to act civically and politically. The existence of these forms not only allow collective entities to come into social and legal existence, but also channels the flow of collective effort into specific forms that could have quite different effects on both the individuals who become part of these enterprises, and the overall quality of collective life in the society. And this makes these basic rules about organizational forms important public policies shaping the voluntary sector – long before the issues of tax exemption or other forms of financial support is joined.

As noted above, while laws create certain privileges and obligations for different kinds of organizational forms regardless of sector, there are also laws that create special rules for organizations of particular types that exist in particular sectors, or that stand in particular relationships to government. 

[Stuff from Marion on special rules for health, for labor, for political, for religious, etc..


There are also public policies that apply only to organizations that do business with the federal or state government in which the government seeks to use its purchasing power as a lever to motivate companies to pursue public purposes.

[Stuff from Liz on special rules for organizations receiving money from the federal government with respect to audits, etc.]

III. An Even Wider View: Public Policies Affecting Collective Activity in the  Economic, Social, Civic, and Political Realms
This quick review of the variety of public policies that: 1) protect the space within which collective enterprises can arise in society; 2) expose those enterprises that do arise to demands for accountability; and 3) that seek to specifically regulate these enterprises to accomplish public purposes;  helps to shift the frame of reference we use both to catalogue and evaluate the public policies that shape the voluntary sector. The important shift involves changing from what might be viewed as a “social utilitarian perspective” to what could be called a “social relational perspective.” The social utilitarian perspective sees the important public policies as those that provide financial support to the sector. It also sees the important social results of supporting the sector in terms of the sector’s ability to help achieve substantive social goals such as reduced poverty, improved health, higher quality education, etc. 

The “social relational perspective,” in contrast, includes the old idea (that society, acting through the state, provides financial support to the sector to enable the sector to help accomplish social goals), but adds an element to it. That new element includes the idea that public policies shaping the voluntary sector should include those that protect certain kinds of economic, social, and political rights, and that seek to enable and regulate the activities of collective associations and enterprises. The new element also views the importance of these rights-protecting and regulatory policies not only in terms of their instrumental utility in achieving pre-specified social objectives, but also as something that influences the quality of the processes we use to define social purposes (e.g. politics), and as something that might be valuable to the quality of our individual and collective lives quite apart from the immediate, direct effects on the economy and the polity (the value of association as both something to be enjoyed by individuals, and as something that can enrich their individual and our collective lives through the development of certain kinds of people and cultures). In short, we might think that the important public policies to consider in thinking about those that shape the voluntary sector are not just those that pertain to the voluntary sector, but the whole class of policies that shape our associational life in the economic, social, civic, and political spheres.

It is interesting and important, I think, that we have not really thought very much about the ways in which public policies shape associational life in a liberal democracy. Those policies that are important – such as constitutional protections of the rights to speak and to assemble; or to create collective enterprises that can be recognized at law as having the rights to own property, and to act and to be held accountable as though they were individuals; or for that matter, even the right to own property and use it for social purposes we consider important in economic, social, or political spheres -- we tend to take for granted. That is, we do until we visit a totalitarian country in which many forms of collective activity – economic and social as well as political – are discouraged. 
Indeed, one of the most profound personal experiences I have ever had was to visit the townships in South Africa. To me, they looked like a curious combination of a company town on one hand, and a concentration camp on the other. And one of the most remarkable things about them was the degree to which the So. African regime sought to quell any kind of collective activity – economic and social as well as political. It was not only against the law to have political associations. It was also against the law to have economic or social organizations! There were no small grocery stores in the townships, nor barbershops, nor movie theaters, nor taverns or bars. These things sprang up, of course, on an informal basis. Apparently, it is very difficult for even the most determined regime to prevent individuals from gathering together in markets to carry out exchanges, or to find productive uses of one another’s time and talent, or in forums in which they talk about the conditions of their own lives and how that is being affected by the behavior of others including the government, or in simple forms of fellowship and sociability.  But what was interesting to me was that the So. African regime understood that even economic and social collective activity was  problematic since they would allow some collective life to come into existence, and with that the potential for social and political organization. The only form of collective life that was allowed was religion. And precisely because religion was the only form of collective life allowed, it became the seat of much political organizing, and eventually the site of violence. 

I tell this story because it suggested to me that it might be a great mistake to make too sharp a distinction among economic, social, civic, and political organizations. As the South African apartheid regime understood all too well, associations of any kind allow individual human beings to come together. And once they come together, the results are somewhat unpredictable. The relationships that are built, the ideas that are discussed, the shared narratives that are constructed that give meaning to individual predicaments, the commitments that individuals and groups of individuals make to one another, etc. cannot necessarily be contained within the general purposes for which they were originally brought together. The American revolution, after all, began and was sustained by meetings in taverns and congregations, not just in meeting halls. 

There is economic, social, and political power inherent in social relationships. That power comes partly from the combined economic capacities of individuals who find ways to trust one another, make exchanges, and agree to make common cause in the production of certain material things, or in the representation of their interests. It comes partly from the moral power that gives the individuals greater standing in pursuing their interests because they are backed by others who think that they and their purposes are worthy of respect. It comes partly from the fact that this moral power can be brought to bear on the consciences and resources of others. It comes partly from the fact that some societies are fortunate enough to have made the powers of the state available to citizens through the structures and processes of democratic governance. And that power and capacity can be used for any purposes that those who have the relationships are interested in using it for.

If the power of social relationships created in different spheres – economic, social, civic, and political – is fungible with respect to purposes – if economic power can become socially and politically powerful, and if political power can become economically powerful -- then it would be analytically useful to focus our attention less on the public policies that separate and divide the collective activities within these spheres than on those public policies that shape collective life across all the spheres. 
That changes a great deal in our analysis of the public policies towards the voluntary sector. We seem these policies less as a distinct set of policies designed to accomplish a particular set of purposes we have for the voluntary sector; and more as part of a family of public policies towards collective associational and organizational life in general.
A. Individual and Collective Life Reconsidered


To understand what those policies are and why we have them, we have to start at a different place than with a concrete set of institutions associated with the voluntary, nonprofit sector. We have to start with a focus on collective association per se in economic, social, civic, and political spheres. We have to ask not only the behavioral question about what causes collective enterprises to come into existence, but also the public policy questions about what public policies societies use to encourage or frustrate collective association and organization, and what they hope to achieve by allowing them to come into existence, or facilitating and regulating their activities. We have to begin thinking about what public interests exist in having certain kinds of collective enterprises in the society, and the ways in which public policies have been constructed to protect or pursue those interests.


In beginning this discussion, it is important to recognize that it is only recently that we have come to think of the existence of voluntary, collective associations – particularly those that are neither part of the private economy or the state apparatus -- as surprising. Through most of our history, we have taken the existence of social aggregates of various kinds – kinship groups, social groups, identity groups, interest groups, civic groups, political groups – as an inevitable feature of human social life. We have always assumed that these groups were highly influential in shaping the perceptions, beliefs, commitments, and actions of individuals; that they were capable of forming up and taking collective action without too much trouble, as long as there was no strong state opposition, or economic or social conditions that stood in their way; and that they formed some of the important building blocks of a liberal society. 
In short, we thought that we lived in a dense web of both actual and latent groups which connected individuals to one another along different lines of understanding and shared commitment, and that these latent connections could are were easily activated when there was reason to do so. In this conception, the idea of an individual standing alone, creating himself and his life by picking and choosing among available identities and social relationships according to a calculation of personal interests, was the anomaly. Only slowly, individually and historically, did our sense of self and agency arise. Both liberal political theories and economic thought played important roles in emphasizing the role of individuals with purposes and agency in society. They did so as both a positivist behavioral matter, and as a normative matter. At the positive level, economic thought viewed individual preferences and desires as powerful drivers of human behavior rather than social relationships (with the duties and obligations that such relationships imply). At the normative level, political thought made the liberation of individuals the important goal of a society.  
Once we had these ideas that individual motivations were behaviorally important in shaping individual conduct, and that the protection and assertion of individual autonomy was an important feature of a just state, the issues about why individuals should subordinate themselves to a group, or join a common cause became even more sharply focused. Economic theory focused attention on a particularly sharp question about why an independent, rational calculating individual should participate in producing something that that same individual could enjoy even if we didn't put any of the labor into the production of the good. This was known as the “free rider problem,” and it was assumed that no voluntary association could arise unless some means were found to overcome the problem that individuals might be inclined to shirk their duty if they could get away with it, and let others do the work of producing benefits that would redound to the benefit of all.
To those who take seriously the ideas 1) that individuals have agency over their own conduct, 2) that they are guided in decisions about how to use their time and effort by concerns about what they, as individuals, will get for themselves in exchange for this effort, and 3) that they will be tempted to decide the matter of whether they do or do not contribute to a joint effort according to a close, self-interested calculation of whether they could get the same things for themselves even if they let others do the work rather than by a feeling of obligation to contribute their “fair share” to a common enterprise, the idea of organizing individuals in a common enterprise can become very problematic. And it is important not to move too quickly past the idea that engaging individuals in common efforts is, in fact, a difficult thing to do. 
Indeed, the experience of those who seek to organize individuals to pursue common goals through resourceful and durable associations testifies to the difficulty of getting individuals to make a significant individual contribution to a cause without being able to deliver something of value to individuals who participate along the way. The simple fact of the matter is that busy, freely acting individuals need reasons to join groups, and that some of the most important of these reasons have to do with the prospect of improving their own material well-being. 
Yet, to ignore the potential power of relationships, social causes, and a moral desire to do one’s fair share in the achievement of important social results – whether economic, social, or political – is to miss one of the important ingredients that can be used to bind individuals into effective associations, and to vastly underestimate the capacity of individual human beings to join in common cause.
To no small degree, it is this struggle to about the degree to which individuals can be seen as existing apart from the group, or the degree to which they must be seen as a creature of the group, that divides the social science discipline of economics from the other social sciences such as political science, sociology, anthropology, and psychology. Economics has typically assumed the existence of an autonomous individual with purposes, capabilities and choices to make. It then gives an account of how aggregate social results will be produced by individuals acting as free actors and rational calculators will turn out. It has not typically been interested in the ways in which the values and character that distinguish one individual from another, and guide that individual’s action are formed. Nor has it been much concerned about the degree to which an individual can actually construct the capacity to act independently in the face of powerful social forces that have shaped both the past the has led him to a particular point of choice. 
Psychology, anthropology, sociology, and political science, in contrast, have been more concerned with how the values and characters of individuals are shaped by powerful social forces operating on individuals. They have also been more skeptical about the capacity of individuals to fully escape the influence of society as it works not only on the values they have, but also their imagination about what they could be, and what their obligations to others are. Thus, one discipline assumes away the problem that other disciplines take as their principal pre-occupation. Because the question of the relationship between the individual and the group is central to any future inquiry about how collective life develops, and how the form of that collective life might be influenced by public policy instruments, it is worth taking some time to think about how we can best see the individual in relationship to collectives, and how and why individuals form themselves into collectives. 

As noted above, traditionally political scientists, sociologists, anthropologists, and even psychologists too collective and associational life for granted. To them, it was the idea of an autonomous, freely choosing, materially self-interested individual that was the problem. To them, the power of the collective on the individual was obvious.  We live not just in the midst of others, but also have been formed by interactions with, and we remain intimately intertwined with others. Our most important early individual experiences are profound experiences in social dependence: as infants and children, we cannot survive without the care of other humans. Even as adults, we find ourselves vulnerable not only to actions our fellows take, but also to their opinions and judgments of us. We may have struggled hard to develop the kind of emotional maturity and independence that allows us the degree of self-esteem and autonomy that allows us to act against the opinions and judgments of others. But it is only psychotics who find themselves totally uninterested in the general opinion of mankind. To the extent that we have individual wants and desires, we seem to aspire not only to our personal material well-being, but also to achieve the kind of social status and recognition that comes from behaving rightly in the eyes of others, of living up to our duties as well as claiming our rights. We would also like to members of a society that is not only prosperous, but also fair, just, and even beneficent. Because our motivations and desires are shaped by the social context in which we develop and act, and because those motivations and desires attach themselves to the collective conditions in which we live, we have no choice but to be engaged with our fellows in the creation of a common life. 
From this perspective, one can view the last several hundred years of human development, then, not as a struggle to figure out how to help individuals who are naturally disinclined from combining from learning how to combine. It has been precisely the opposite: how to take individuals who are profoundly social beings, perhaps too much influenced by the group, to find, develop, and express their individuality. In pursuit of that cause, we have made much of individuals, and their autonomy and freedom. And in the course of arguing for the fundamental dignity and autonomy of the individual as a social principle, we have made important positive and normative claims about the relative importance of the individual vis-à-vis not only the state, but also the cultural collective. And in pressing this agenda, we have made it possible for new and different kinds of collective associations to arise – ones that are made up of people who were once strangers to us, but whom we voluntarily chose to make our associates in business transactions, in social and recreational activities, in efforts to improve certain aspects of our collective life without necessarily engaging the power of the state, and in our efforts to guide the use of state powers. 
But these claims should not blind us to the fact that we remain profoundly social animals in at least two important senses. The first is that the self that we (subjectively) experience as facing a set of choices and actions at a particular moment in time, is a self that has been profoundly influenced by interactions with other individuals, and with the collective understandings that have guided those interactions. In our past, we have had both uncomfortable collisions and joyous waltzes with others. Both the collisions and the waltzes have shaped our ideas about who we are, what is valuable and worth doing, what makes us loveable and makes us want to love others, and what we owe to one another. We bring that individual history, accumulated in a social context to every moment of choice we experience ourselves as having. 
The second is that the choices we see opening out in front of us, are importantly constrained by the world as it has been constructed by others acting in larger social aggregates. We are told that we should aspire to be all that we can be. But what we can be is something that society shapes not only through what it has done to us in the past, but also in what it makes available to us in the future. And what is available to us is partly an objective condition in society. But that objective condition in society can also be shaped by the perceptions of those around us who tell us what is reasonable to hope for, and who react to our efforts with enthusiasm or dismay. And, what is available to us as individuals may also be contained in our own minds as we have encountered objective material and social conditions, and allowed those encounters to shape our perceptions.

In short, society has worked us over pretty thoroughly not only in the past by shaping who we have become, but also in the future by holding out only certain paths of development. It is in these senses that our individual lives are socially constructed, even in a world in which we experience ourselves as having, and may actually have no small amount of individual autonomy in the way we interact with and use those social influences. 

In this view, individuals have always been part of a larger social order in both a positive and normative sense. We cannot easily escape from that social order and its influence on our material conditions, our thoughts, and our relationships. We cannot easily individuate ourselves. We cannot even be sure that the subjective experience we have of our own agency is a reliable experience. We cannot be sure that our agency could be effective in reshaping the society of which we are apart. In short, instead of individual agency being powerful enough to undermine social organization, social organization routinely defeats individual efforts to assert individual agency. The problem is not that we have too little group capacity to act collectively, it is that we cannot help but act collectively. That is why so many groups exist, and why we continue to have an intertwined economic, social, and political life even when we are denying both the value and the practical possibilities of such a thing.
Yet, if it is an exaggeration to imagine that individuals are wholly free and autonomous – independent of social conditions and claims operating one one’s mind in the past, and the opportunities one can see before oneself in the future --  it might also be an exaggeration to conclude that society leaves no room for individuals to develop their own ideas, create their own lives, and in doing so, shape the social reality that other individuals confront.  In individual and social life, a stubborn, individual subjectivity keeps showing up. That subjective experience is a bit unpredictable. It comes from the fact that individuals keep having experiences and evaluating them in their own terms. They keep asking, in moments of self-reflection, whether the experiences were good or bad, fair or unfair, right or wrong. And they ask that question in a realm of consciousness where the voices of the collective – though powerfully present – can nonetheless be held partly at bay. There has always been the naïve child who could see the King’s nakedness. There has always been the court jester who could point to the hypocrisy and idiocies of a regime that kept insisting on its moral integrity and wisdom. That subjective experience kept asking why things were as they were. It kept interjecting an alternative truth into social life. 
In most cases, of course, that subjective view was dismissed – not only by the individual, but by the society as a whole – as wrong, or idiosyncratic. Indeed, often such views were actively repressed by both formal and informal social controls. Yet, on occasion, and increasingly as the institutions and processes of liberal society have developed, those subjective views have found resonance in the subjective experience of others in the society. That resonance, in turn, has helped to organize the other individuals to adopt views and take actions that have directly or indirectly, more or less radically, more or less quickly changed the social order. And that has happened in the economic, social, cultural, and civic world as well as in the political world.  Arguably, it is precisely the continuing conflict between the collective narratives of social life and the individual’s personal experience and evaluation of that collective narrative that has driven social progress in the social, the economic, and the political realm. 
What is important, then, is not whether the group or the individual is more powerful in shaping conduct, or more important normatively in arbitering the value of social states. What is important is the fact that there continues to be conflict between the collective and the individual, the present and the future. That conflict is the engine that drives social progress – to what end is anyone’s guess.
What we have to recognize when we think about the issue of association and collective action, then, is that the distinction between the group and the individual is a crude distinction that conceals the important relationships among individuals, and between individuals and any durable collective of which they are apart. On one hand, we have to recognize that each individual is shaped by the society. We have to admit that despite hundreds of years of effort to create free individuals, we are still pretty much stuck in society. We carry our history in our genes. We carry it in our sociology. We carry it in the set of social contingencies that are constructed around us, and reward and punish us for expressed thoughts and actions, and in doing so, reasonably shape our perceptions about who we are, what we can accomplish, and what kind of society we live in. It is in this important sense that the collective lies heavily on the individual.
But it is also true that (somewhat paradoxically) society – particularly modern liberal societies -- works on individuals in ways that give them some freedom to act independently. It does so in the first instance by giving us a category of thought that makes it seem plausible to us that we are individuals with the freedom and the responsibility to act as each of sees fit. Society creates independence in the second instance by constructing our most important institutions as though we were free individuals that had moral responsibility for our action. These social conditions help the individual to take independent action. They give the individual the chance to choose and construct his world and his fate, (and even if not, we will treat him fairly or unfairly as though he could choose).


And even if our social structures did not support the idea of individual freedom, the cause of individual freedom and action would be aided by the fact that no individual in society has precisely the same experience as others. Because we have different genetic make-ups, and different social experiences, we end up as different individuals. We may have much the same experience, and find reasons to recognize and celebrate that common experience in socially constructed narratives. But that narrative will always be a bit inconsistent with our individual experience. We can set those individual differences aside in the delight of finding common cause with others. But we will always feel a bit out of step with the narrative. We will be a bit uncomfortable with the role our families, or organizations, and our societies accord us. The incongruities, as noted above, become the basis for a possible schism, in which an individual, trying to make sense of his experience, offers an alternative account that fits his condition better, and in doing so, finds that his new narrative is or is not shared by others as a closer approximation to their experience.

So, collectives in liberal societies are always somewhat imperfectly formed, and vulnerable to dissension, disintegration, and transformation as individuals construct new beliefs and identities they use to challenge their previous understandings. But individuals in liberal societies are far from the isolated, abstract calculators assumed by modern economic theory. They are hopeless intertwined with society both through the past experience that has shaped their current values, aspirations, and desires; and through the present and future conditions in society that allow the individuals more or less satisfaction in the pursuit of their individual material desires, their desire for sociability, and their desire for justice and well being for themselves and others.

B. The Individual and the Collective in Economic, Social, and Political Spheres
Note that much of the discussion above takes as its starting point the issue of voluntary organizations created to provide fellowship or political voice – that is social and political life. Less prominent have been voluntary organizations created to provide economic benefits to those who become associated with the enterprise. 
Of course, there is a kind of economic benefit that comes almost automatically as a fact of association, regardless of whether that association was originally created for economic purposes. When associations exist even for non-economic purposes, they can often be used for economic advantage. A group always has a better capacity to insure itself against natural disaster than an individual. A group may be able to accomplish larger tasks than any individual alone. A group may be able to take advantage of different specialized commitments and competences among its members. These things give collectives significant economic advantages in dealing with problems and providing opportunities to members even if they are social or political groups. Indeed, for very good reasons, may groups that begin as social groups find it not only economically advantageous for their members, but also advantageous to the goal of keeping the group together to begin to take on some economic functions that are materially valuable to those who join.  A social group that gathers to maintain a certain kind of cultural solidarity often finds it valuable to provide rudimentary forms of insurance such as cemetery funds, or emergency credit of various kinds. They may also find it valuable to become a clearinghouse for employment opportunities. 
But it is also worth noting that much that we would think of as purely self-motivated economic activity nonetheless depends on allowing individuals to associate with one another. As noted much earlier, the market itself can be seen as a collective association with completely open membership, that has no purpose other than creating a reasonably safe space within which individuals can pursue their own material advantage through exchange as best they can. This is a collective association only in the loosest sense that it links individuals to one another in a complex system that has certain predictable results. It is not, however, a collective association in the sense that the individuals involved have a common purpose that has been decided on in advance, and a governing structure that seeks to direct and control collectively owned assets to that collectively chosen goal. 
It is also worth remembering that some of the earliest forms of voluntary associations among strangers involved craftsmen’s guilds that existed not only to raise prices for the goods that they produced, but also to exchange methods, and train future craftsmen. And one should not look away from the fact that one of the easiest ways to create and sustain an economic enterprise is to amass a stock of capital that one can use to pay individuals to engage in a collective productive activity over a period of time, hoping that the products of that activity can be sold at a profit which will not only enrich the person who amassed the capital, but also sustain the enterprise over time to the benefit of those who more or less voluntarily chose employment, or to invest their own money in the enterprise, or to buy the product or service that the entity produced. 
Of course, the fact that the purposes that animate markets, guilds, and private firms are built largely on their capacity to deliver private, material benefits to those who engage in these collective activities may distinguish such collective enterprises from the collective activity that occurs in civic and political forums, and from the things that bind individuals to organizations that act within these fora. But the fact remains that economic incentives – understood to be the promise of private material gain in exchange for some co-operative, value creating activity -- are capable of organization certain kinds of collective action. Indeed, it would be foolish not to see these processes at work in the civic and political spheres, and in civic and political organizations as well as in market organizations. (It might be an equally great mistake to fail to see the role of both civic and political motivations in providing the animating energy and the glue behind many commercial activities as well.) 
C. Explaining and Evaluating Collective Activity

These observations suggest that when trying to give an account of how collective life arises, and in evaluating what contribution different kinds of collectives make to the quality of individual and social life, one must look at the problem from several different perspectives.  On one hand, we can analyze the issue of collective life from the point of the view of the individual. We can ask the positive analytic question of why individuals combine with one another to create different sorts of collective activities and associations. And we can ask (partly for positive and partly for normative reasons) what sort of value individuals get from having the opportunity to create or join collective enterprises of various kinds. 
On the other hand, we can analyze the issue of collective life from the point of view of society. We can ask the positive questions about the social conditions that seem to favor or disadvantage the emergence of different kinds of collective activity. And we can ask the positive (and normative!) questions about the effects that different kinds of collective activity have on the character (and quality!) of individual and social life.  In short, we can look at the issue of association both positively and normatively, from either the point of view of the individual, or of the collective.

Considering, first, the individual, positivist question of why individuals would join voluntary associations, one can quickly see that there are several possible answers. One is simply that we can’t help ourselves from being a part of, and joining collective enterprises. We are inevitably part of a collective enterprise whether we like it or not. It is in our genes and our sociology. 
A second is that while we might not be able to escape being a part of a social group, we could avoid joining a social group, but we still decide to do so because we like being part of a group. It is fun. It is expressive. It is reassuring. The relationships have both consumption value and instrumental value to individuals as they try to make themselves happy and secure in their individual lives. 
A third possibility: we join groups because it helps us obtain for ourselves what we want for ourselves and cannot get alone. Of course, we could have this view more or less cynically. We could join a group whose collective capacity to accomplish results was valuable to us with the idea that we intended to commit our fair share to the work of the group. Alternatively, we could join with the idea that we hoped to reap the advantages that group membership conferred while doing as little work for the result as possible. 
To deal with the problem of “free riders” that could affect both the overall capacity of the group to achieve its goals, and/or the fairness with which the benefits of the effort were distributed to those who had contributed, the group could establish particular substantive rules that required individuals to contribute, and social relations that allowed the easy enforcement of these rules. But these rules and the relationships they created would then become part of the whole package associated with “joining,” and if these rules seemed unjust, and the relationships established inhumane to particular individuals, they might well refuse to join. On the other hand, if they seemed just and humane, they might well become additional reasons to join, or to stay connected, or to increase one’s level of commitment. 

Note that the desires that individuals have to which groups can contribute need not be simply material desires. They can be social or political as well as economic and material. But it is also worth noting that the desires need not be only social or political either. Material aspirations may be an important reason that social and political groups arise. And they may be an important part of the glue that binds individuals to an ongoing collective activity. 

Fourth, even though we might prefer to live as individuals, we have no choice but to create a collective regime of some kind because the collective regime is the only way we can cope with the fact of our profound vulnerability to and dependence on one another as individuals, and also the only way that we can hope to achieve the glory of living in a just and prosperous society. We have to create a collective regime because it helps us cope with a real interdependence -- a real capacity to help and to hurt one another that cannot be banished simply because we now think of ourselves as individuals, and think that a good way of organizing societies is to give ourselves the maximum amount of individual freedom. We might want to create a collective regime because it is the instrument we all need to be able to realize our individual desires to live in a just and prosperous society.
Now the question of how interdependent we really are, and what role collective institutions play both in helping us to cope with the interdependence among us that existed before we created a collective regime, and the new kind of interdependence we have after we have created a collective retime is a very important question. Indeed, it is sufficiently important that we will devote a special section to a discussion of this topic just below. Suffice it to say for now that to the degree that we are, in fact, highly dependent on one another, and to the degree that we cannot fully rely on voluntary choice (guided by empathy and altruism) to ensure that we do what we can to help one another, and avoid as much as possible hurting one another, we may need some powerful external controls that operate at the societal level. And, once we need such controls, and create institutions that can bring them to bear, we find ourselves joined in a new kind of dependence: namely, the kind of dependence that comes from the fact that we are all subject to some kind of collective regime that can guide our relationships with one another, and over which, we have more or less effective individual control.
Given these ideas: 1) that we cannot help but join organizations given our natures; 2) that we like the experience of being in groups just as we sometimes like being alone; 3) that groups can be instrumentally valuable in securing for individuals what they cannot secure for themselves; and 4) that we are, in fact, highly interdependent, and that high degree of interdependence makes it necessary for us to construct together some kind of collective regime which regulates our relationship, and which we then have in common; it should not seem quite so surprising that, from the point of view of individuals, we will inevitably have a part of our lives that is profoundly collective.  There are lots of advantages to individuals in being able to form into collective associations of various kinds, and lots of necessities that seem to require it. 

Turning now to the point of view of society as a whole, consider the aspects of society that might foster or inhibit collective association, and the ways in which society as a whole might view collective association as valuable or dangerous. Again, there are several important possible answers. 
The first idea is a positivist idea; namely that the drive to associate – for economic, social, civic, and political reasons -- is so strong among individuals that the society as a whole cannot stop it. Ironically, it takes an unbelievably powerful collective totalitarian regime to force individuals to live alone. Even a prison with its cells cannot stop collective life. A free society has much less capacity to force people to live alone. From this perspective, any degree of de jure or de facto freedom given to individuals will allow collective life to arise in a society. 

A second idea is normative, and is attached to the normative ideal of a liberal society; namely, that individuals have rights to associate, and it would be morally (and legally) wrong for the state to abridge these rights. Note that this view can be importantly linked to the first. Once the idea that individuals have rights to associate is widely accepted within a political culture, and embedded in legal structures, it may turn out to be almost impossible for a state to defeat the desire to associate for economic, social, and political purposes over the long run. 

A third idea is normative, but from a utilitarian rather than a rights perspective: namely, that collective activity is important to help the society and the state accomplish important purposes that have been established at the social level. Those purposes could include allowing individuals to pursue whatever value they thought they could get for themselves out of association (and thus align the social objectives with the individual.) They could also include protecting the rights to associate as a characteristic of a just state  (regardless of whether individuals got much satisfaction from being able to exercise this right). But they could also include substantive purposes that society, acting through its collective decision-making processes decided were important to achieve, such as protecting themselves from foreign aggression, or protecting the population from illness, or banishing illiteracy and ignorance from the population. And, they could include the idea that the quality of democratic deliberation about both the ends that society as a whole should seek to achieve, and the means it ought to use in pursuit of those goals, could be advanced by encouraging some particular forms of collective life. Of course, the social ideas governing a society could also include the idea that some forms of collective life were dangerous to the society and ought to be suppressed as well as the ideas that they were constitutionally protected, or that they were helpful either in improving the quality of individual and collective life.
D. Sources of Interdependence and the Need for Co-Operative, Collective Action


The discussion above makes a sharp distinction between the individual and the social levels in explaining and evaluating different forms of collective life. It also introduces the important idea that even if individuals wanted to live wholly individual lives, they would find it hard to do so because their lives are so intimately entangled with one another’s that they would have to find or invent some kind of collective institution that could regulate their conduct towards one another in useful ways. That collective institution need not be a state, of course. It could be widely shared cultural norms that make powerful claims on the ideas and actions of individuals, and create a powerful but informal and somewhat invisible method of social control that could co-ordinate action without explicit rules and publicly supported enforcement mechanisms. And that kind of collective institution might be seen as appropriate and necessary to deal with many kinds of co-ordination problems that arise. 

Yet, precisely because such collective institutions fit individual experience imperfectly, issues will always arise about whether individuals have or have not been fairly treated under the informal private regimes. Those issues will burst onto the public scene for discussion and resolution. Most often, societies create some particular forums in which such disputes can be resolved, and in the course of that, come to new and more differentiated and subtle understandings of their obligations to one another. Often, those forums a sponsored by states with the power to enforce their rulings. 
And, because there may be important problems that are not well handled by the existing norms, or important opportunities for social progress that are not fully exploited by the existing norms, a collective desire can develop that wants to use the powers of the state not only to adjudicate disputes under the existing customs and traditions, but also to accomplish things that those customs and traditions cannot seem to do by themselves. The state apparatus that was capable of arbitrating disputes then takes on a new importance: it can be used to organize collective efforts to deal with larger and newer problems, or exploit larger and newer opportunities through an explicit plan that departs from individual experience and tradition. The question then becomes, who has the right to use the powers of the regime, and for what particular purposes.
The fact that individuals become subject to a social regime of some kind – whether rooted in informal but powerful cultural norms, or in laws promulgated by more or less democratic states, or some combination of the two – happens at least in part because individuals have noticeable effects on one another – both positive and negative. Regimes of various kinds come into existence because we are interdependent rather than independent, and we need some way of managing our interdependence. Now, the issue of exactly how interdependent we are, or should recognize ourselves as being, is also an issue on which the social sciences that offer us guidance about how society might best be organized tend to divide. 
Economic theory begins with the idea that individuals can act independently, and that they will act to maximize their own (material) welfare. This starts as a positivist, behavioral claim about how individual behavior in a given social structure that influences both what they desire, and also what is available to them. Quite quickly, however, this positivist claim becomes a normative idea that overall social welfare should be defined in terms of the degree to which individuals can have their desires be satisfied by a particular set of social arrangements. There then follows a remarkable series of mathematical demonstrations that show that under certain conditions, if individuals are allowed to pursue their individual, material self-interests in the market place, not only will the important social and political goal of individual liberty be advanced, but also the important goal of maximizing individual economic welfare. 

One of the important conditions that attaches to this demonstration, however, is that no “externalities” exist: i.e. that there are no consequences of one’s actions that could be valued by an individual or the society that are not taken into account by the person making a decision about the action to take, or the resources to be committed to a particular purpose. In effect, everything that is valued by individuals has to be owned and traded in the market. If there are externalities, if there are effects that will occur and register in the values of individuals who make up the society without being reflected in the values of those who take specific actions, then we cannot rely on market mechanisms alone to produce a socially optimal result. People will act without recognizing the impact they have on the values of others, and the others will not be able to use market mechanisms to force the decision-makers to take account of those actions. As a result, some other mechanism will have to be invoked from outside the system such as a government tax or regulation that forces the individual decision-makers to recognize and to take into account the effect of their decision that the market does not demand from them.
In traditional economic theory, it is often assumed that real, important externalities are pretty rare in society, and that we can therefore rely heavily on the market to order our affairs, confident that it will do pretty well in forcing social level activity to meet the demands and reflect the values of individuals. And, since meeting the demands of individuals, and satisfying those individual values is the whole point of a liberal society, the market becomes a powerful engine for delivering a valuable social result. 

But once one begins to think of the variety of ways in which externalities – understood as unacknowledged interdependencies – can arise, one begins to think that externalities are ubiquitous, not rare, and that if social level interventions are necessary to deal with defects in markets associated with unrecognized interdependencies, then we might need many more kinds of social interventions than liberal societies have imagined would be necessary.  Just think of all the different ways in which we are necessarily linked to the decisions and actions of others.

The most obvious, of course, is that other individuals are hazardous to our various individual projects. Other individual can hit us or steal our property. They can hold us in slavery or brainwash us. In an important sense, our physical selves, our property, and our autonomy is vulnerable on a daily basis to the actions of other individuals. 
Of course, we try to protect ourselves from these threats by establishing a criminal and civil law that allows us to use common resources of the society and the state to protect us from these hazards. (This is a non-market way of “internalizing” the social consequences of behaving badly vis-à-vis others. It is also an important way of making a non-market statement about what we owe to one another as a moral and legal duty.) And we can think of such criminal laws as being outside the sphere of economic, or social life, or even political life. But that would be a big mistake. 
The fact of the matter is that we are constantly engaged in a complex discussion about whether and how to attach legal liability to particular actions. We argue about what constitutes an action taken by an individual or an organization that was sufficiently harmful, and sufficiently understood by the perpetrator of the action, that it is worth regulating through state action. We also argue about whether the form that such regulation should take is criminal, or regulatory, or civil prosecution. The legal apparatus that establishes criminal or civil liability for certain action, that makes the nation’s courts available for the imposing sanctions when liability is demonstrated, and that uses public resources to help with the investigation and prosecution of cases in which wrongful acts have been committed is one important form of state response to recognized interdependence. And the forms of interdependence that are so regulated, and the ways in which they are regulated continues to change.

While individuals have the potential to hurt other individuals (and thus create an externality which we cannot and should not rely on the market to handle), individuals also have the potential to help other individuals. By exchanging things, by combining effort and talents to produce things, by joining together to press our claims on a shared governmental regime, we can make ourselves better off than we otherwise could. But in order to exploit the economic advantages that come from exchange and combination in productive activities, we have to create a socially imposed set of rules that regulate these relationships. We have to have rules that define ownership of valuable assets. We have to have rules about how contracts and agreements can be made, and how they can be reliably enforced. And we have to have rules about political institutions and processes.
In one form, of course, this kind of interdependence is precisely what a (legally structured and regulated market) is good at spotting and exploiting. The market is a wonderful demonstration of how self-conscious, self-interested contracting can build a collective capacity to accomplish important economic and social results for a society. 

But the idea that individuals could help one another, and that they could agree to do so (without necessarily exchanging money) is also helped by different forms of social organization. Social collaboration – the act of exploiting the benefits that come from combining together to achieve individual goals – can emerge in mutual aid and mutual benefit organizations of various types. Such organizations differ from the market in the sense that individuals join the organization, and as a consequence have special rights and responsibilities with respect to one another. And they can then be described as organizations that meet the collective purposes of those individuals who joined. But the relationships that exist within the organization can be relatively impersonal and instrumental with respect to individual purposes, rather than personal and for a shared benefit. Such organizations can even be created by an individual who has an idea about how a previously unrecognized potential for joint gains – i.e. a positive externality among individuals -- might best be exploited.

So far, I have been talking about things that could be viewed as real, hard, material, social externalities. Depending on how we work with one another, we can make each others lives worse or better, and an important piece of collective social work that has to be done is the work of structuring relationships among individuals so that they avoid harming one another, and find all the ways to help one another that exist. This is the form that interdependence takes in a world in which individuals are paying close attention to their own interests, but not necessarily the well-being of others. 

Consider, next, what happens to the overall level of interdependence in the society if we thought that individuals cared about the well-being of others, and that that concern for others was recognized as an important aspiration that deserved to satisfied in thinking about the overall welfare of a society. If we accept the idea that individuals value what the state and condition of others, then the overall level of interdependence in a society that needs to be socially managed goes way up. Of course, we are always free to act on our concerns for the well being of others, and to contribute time, effort, and material resources in an effort to achieve these results. 
But relying on these voluntary mechanisms may fail to produce the optimal social result. There may be more efficient means of achieving the goals that individuals have for the well-being of others in the society than through individual charitable acts – particularly if the value of the individual charitable acts is magnified significantly in the minds of those being asked to contribute if the total amount given can reach a certain scale, and if the burden of that giving can be fairly and efficiently distributed among those who would like to give. In effect, we might need social level interventions to deal with the interdependence that comes from our empathy for the plight of others.

Finally, interdependence can be created by the shared ownership of some valuable asset. Again, this is easiest to think about in the context of certain kinds of economic organizations. If I have invested in a company, or if I am a partner in a joint enterprise, I am joined with the other investors and partners in a very tangible, and material way. We own something together. We share an interest in the future economic performance of the venture, and in the way that the excess revenues earned by that effort will be distributed among different organizational stakeholders, and between the desire to take our money now, and the possibility of making even more later. 

Of course, there is an important difference between being an investor in a company who can sell his stock at any time, and a partner who cannot quite so easily disentangle himself from the collective effort. In Albert Hirschman’s terms, investors have a choice to among exit, voice, and loyalty options, while partners tend to be confined only to voice and loyalty as means of dealing with their interdependence. And these differences create quite different kinds of formal positions and social relationships among the investors and the partners. 
But the point is that when something is jointly owned, the owners find themselves in an important interdependent relationship, and have to figure out whether and how to stay in that relationship, and what to do with the asset they jointly own that would be valuable to each of them, or to both of them together.

It might be less obvious, but still quite important to recognize that economic assets are only one kind of asset that can be jointly owned. The other kind of asset that can be owned is legitimate authority over the assets and activities of a particular group of people. This makes authority and power as important an asset as wealth and property. Indeed, even in the case of the economic enterprises, what is worth having is not the asset per se, but having the right to use the asset for particular purposes, and to distribute the costs and benefits of using the asset in a particular way among a group of stakeholders. It is the authority over the use of the asset and its valuable returns that is the thing that is shared among shareholders and partners. 

In the case of a political regime – a state – the state has assets that are incredibly valuable. Like an ordinary commercial entity, it may own property of its own. For example, it may hold cash that it can invest, or buildings that can be sold or rented to commercial entities. It may have capacities it can use to produce products and services that could be sold on the market. For example, it could provide medical or educational services that it could sell at a more or less subsidized price to individuals who wanted them. And in these ways could operate as a private enterprise would. 
More important than this, however, is the fact that the state can (by definition) both take some of the property and regulate the behavior of those who are reside or act within its borders (most of whom but not all of whom are citizens). As Weber observed, the state has a monopoly over the legitimate use of force. It uses that force not only to protect private individuals from one another, and to help private individuals enforce contracts, but also to accomplish purposes that its citizens decide are important purposes to accomplish. It uses its taxing authority to raise money that can be used to pay for activities that are thought to produce more attractive social conditions than would otherwise exist. It uses its criminal and regulatory authority for the same purposes. 

Because state authority can be used to raise money, and to accomplish public purposes directly by forcing others to use their resources to accomplish socially established goals, it is useful to think of the authority of the state as an asset that is owned by the collective. A democratic government, in turn, is one in which the control over those valuable assets – the property and economically valuable productive capacity of the government, and the authority to tax and to regulate – has been been both structurally divided, and made vulnerable to the control of citizens through the familiar structures and processes of liberal democratic societies. And it is those structures and processes that allow us to talk in some loose sense about the idea that those living within the geographic area covered by a political regime, and those who are citizens of the regime, collectively own a particularly valuable asset called the powers of the state. Because they are bound together both in deciding how that asset will be used, and in experiencing the aggregate state of the world that is produced by those decisions, one can say that, however much they would like to live independently, they find themselves hopelessly intertwined by their joint power over and vulnerability to the collective decisions of the regime of which they are a part.

As soon as one begins thinking that interdependence is created through institutional forms that create joint ownership, or common vulnerability to an authoritative regime, the forms of interdependence in the society once again seem to multiply. When we are joined with one another in an insurance scheme that treats our individual premium payments as part of a common pool of assets that will be used to cover the losses of some of our members on terms set out in advance, we find ourselves having very big stakes in who joins our insurance pool, and how they behave. Our first line of defense is to try to join an insurance pool in which we are the costliest members, and avoid those in which we would pay lots of the money in, but take relatively little out. If, however, we find we cannot be in such a pool, we want the regime covering the use of the money to one which requires individuals to take those actions they can to avoid becoming a drain on the system. 

When we form a tennis league that promises a certain level of tennis to all who show up at a certain time and place, we find that we suddenly have an asset that includes not only the chance to play tennis, but also the chance to market and sell tennis related gear, and to decide on whether and how to extend the collective activities of the league into other activities. A valuable, collectively owned asset has been created. A question of governance thereby arises about who can use the asset for what purpose, and how will we decide such matters. A question of governance can also arise if several people who show up begin behaving in ways that reduce the pleasure of playing the game for everyone else – for example, if they are not good enough to sustain the level of play, or if they compete aggressively by cheating or trying to injure other players, or if they refuse to play with any but a small number of other players. In this case, governance will appear to enforce a set of rules that require individuals to behave in ways that support the collective effort. A question of governance might also arise if it turns out that the court facilities are falling apart, and some kind of levy is needed to cover up the cracks and buy a new net. The point is that once we have a collective doing something together, and that activity has value both in its original use and in alternative uses, protecting the asset, or maximizing its value, becomes an important subject of governance.

Among the most interesting forms of joint ownership is the kind that develops in political groups. Many political groups own economic assets of course. They have a campaign war chest. They may own a typewriter and a Xerox machine. They may even have an office. But arguably the most important asset owned by a political group is its right to speak for a particular group of individuals. In principal, the group acquires this politically valuable asset (the right to represent the interests, control the votes, of) a particular group of people by asking those individuals to sign over to the group some of their political rights. In a liberal society, each individual has a right to speak, and to vote. But that is often much more valuable when an individual’s right to speak and vote are consolidated in a block of individuals who feel the same way. As a practical matter the bloc is more powerful than the individual, and therefore more likely to deliver a result that the individual wants (as long as the views expressed by the group are reasonably close to his own). And, as a normative matter, if a particular view is expressed by a bloc rather than an individual, it is harder to dismiss the view as a misguided, idiosyncratic view of what is worth doing. The view seems to be held by many in the society, not just one. One way to think about political representation groups, then, is that they have bound themselves together by pooling their individually owned political assets in a common enterprise. They have thus bound themselves together, and inevitably forced a discussion about how they will decide how this collectively owned asset will be used. Interdependence, and governing structures and processes with respect to these rights, has been created by the establishment of an institution that pooled what were previously individually held rights. 


Finally, even if we are not bound together at the outset by owning something together, or being vulnerable to a regime that can take our assets and regulate our behavior, a certain kind of interdependence can be created by the fact that we might have common purposes that can be achieved through a small amount of organization that not only produced an efficient mechanism for mobilizing and deploying resources to accomplish the goal, but also ensured a fair distribution of the work needed to achieve the goals, and a fair distribution of the benefits of the common effort that is required. This kind of interdependence is most visible in the forms of democratic governance. 


Viewed from one perspective, the goals of a liberal democratic government are fixed and limited. They are primarily to ensure rights to private property, and to the maximum amount of individual freedom. This is the libertarian ideal of democratic government. Viewed from another perspective, however, the government doesn’t necessarily have a fixed or limited purpose. It can be used to accomplish whatever its citizens would like to use it to accomplish. In an important sense, it is that second view of government that is enshrined when everyone is given the right to speak, and to vote, and not asked in advance whether they are committed to a libertarian political philosophy that limits the scope of government. If my view is that government should be used to end poverty, or to ensure health care for all, or even to help everyone learn to love and play golf, I am entitled to try to advance these views through the political process. And if I am successful, there is nothing necessarily illegitimate in the goals that the government has committed itself to achieving. It is in this sense that living in a democratic society makes us all able to imagine using the total capacity of a society to accomplish a goal we think is important, and that makes very much dependent on one another for the conditions under which we live as individuals and as a collective.


But this kind of interdependence is also there in the market and in private enterprises. If I have an idea of something that I want, I can enter the marketplace and see if I can find it. The larger the market place, the better the chance I have to find what I want. If I have an idea about something that I can produce that would be valuable to others, I can enter the capital marketplace to try to find the means to produce it, and the consumer market place to find the customers who might agree with me that what I want to produce is valuable. Indeed, it seems to me that one of the most stunning features of modern life is that I am told that I have never been more independent than I know am; and yet the reality of my daily life is that I can accomplish almost nothing important by myself. Behind the transactions that keep clothes on my body, a roof over my head, food in the pantry, and a chance to both communicate and be with other human beings for economic, social, and political activities, is the most complex interdependent systems that the world has ever seen. If these things break down, there is almost nothing I can do to help myself. I have to rely on others to keep me going. My dependence on these others is concealed a bit by the fact that there are many others like me in a similar predicament – enough so that specialized providers can arise to help me and others like me out; and that I can arrange for these services through fairly simple market transactions. But the social reality I live with is one of vastly increased social dependence even as I am encouraged to think of myself as increasingly independent and capable of free choice.


In all these ways, understanding and being alive to our interdependence tends to stand the idea of the market on its head. The most fundamental social reality remains that we are bound together in very important ways; not that we are independent of one another. And if that is true, we have to be interested in the devices we have created that allow individuals to combine – not only in the millions of exchanges that constitute the market with its illusion of independence and freedom, but also in the millions of exchanges that occur outside the boundaries of the market as we try to live well with one another, and build a prosperous and just society with the market as an important element. And it is this set of concerns that are engaged by a conception of the voluntary sector that includes a wide variety of collective activities and voluntary associations.
Cutting Room Floor


[At various times in our history, public concerns about the potential benefits and hazards of sharing social, economic, and political space with a voluntary third sector have escalated, and taken on distinctive concerns. Much of what seems to animate these concerns is the worry that the voluntary, third sector can exercise a hidden form of power on the society, on politics, and on government. Sometimes this takes the form of a kind of populist revolt against the wealth and power of philanthropists and the foundations they support. Other times, it takes the form of worries that secret societies have created powerful cabals by building strong bonds among individuals occupying elite positions in the society. Still other times, we worry that enterprises within the voluntary sector have become “front” organizations for threatening and unpopular causes. 

But another durable reason to be concerned about the voluntary sector has been concerns that individuals in the society, or society as a whole, was being financially cheated by the organizations within this sector. Sometimes this concern focuses on worries that individual donors and contributors to the organizations are being defrauded – that the money they contribute is being pocketed by those running fake charities, or is being siphoned off to pay unreasonably high salaries to those who run the organizations. Other times, the worry is that these organizations have provided some way for rich people to avoid paying taxes that they would otherwise owe. In both cases, concerns that “the public” is being robbed by those who run these organizations are heightened by indignation about the hypocrisy that is involved when individuals hide greed behind apparently public spirited causes. 

Although there have been moments when the society and the body politic have been aroused to look closely at the voluntary sector, and to consider introducing public policies that could guide the sector towards greater social value, the simple fact of the matter is that society as a whole has never really sat down and thought through the question of what we might expect or want, as well as what we might fear and seek to avoid in the activities of this sector. Indeed, one of the reasons the society has so much difficulty understanding this sector is not only that the institutions within it are incredibly diverse, and not only because the public policies that shape its size, character, and performance are somewhat obscure, but also because there has not really been a sustained, public discussion about the sector and its role in society. The provisions of the federal income tax code that simultaneously recognized the sector as distinct from commercial enterprises, and gave it some advantages over these enterprises, were borrowed nearly verbatim from Elizabethan law, and inserted in the modern tax code without legislative discussion.
 At various times in our history (most notably in the early 20th century in heated discussions about the unaccountable power of philanthropists such as Rockefeller, Morgan, and Vanderbilt; and then, again, in the late sixties when citizens became aroused by the secret power of the Foundations that had been created by the great philanthropists), we have had short bursts of intense, highly polarized discussions about the sector. But that social interest in the sector has not been sustained. Most of the public policies have evolved in relatively technical discussions of the law -- not in a broad-based, public discussion of what the sector is, and (more importantly) what it does to and for a society.

A major goal of this book is to occasion a wider reflection on the nature of the voluntary sector, what we have at stake in its conduct and performance, and how it is shaped and guided by public policy instruments. An important step in that inquiry is to identify and catalogue the important public policies that underwrite the existence and shape the behavior of the sector.]

[In this picture of the conditions of collective and individual life in a liberal society, it is important to understand that while the heavy hand of the collective on the individual may seem to limit individual freedom, and stall social progress, it is that same heavy hand of collective life that gives the opportunity for individual freedom and for social progress. I have already noted the paradoxical fact that the heavy hand of collective life in a liberal society both allows and demands that individuals think of themselves as free individuals with moral agency, and that this enables the expression of unacknowledged individual experiences in the society, and that these things that start our as individual expressions and complaints might turn out to be important guides for social action towards a more prosperous and just society. The hair-brained scheme to build a flying machine might lead to a prosperous global industry that allows individuals to have wider experiences with the world than any previous human generation. The crazy idea that black people ought to have both the right to vote and access to public facilities might advance not only the individual welfare of those benefited by changes in public policy that would promote these conditions, but also in the overall quality of justice, fairness, and human dignity in a liberal society.


 But it is also true that the mechanisms that connect us to one another socially, and anchor us in the past we have already lived collectively, also become the resources that individuals can use to make their experiences more than individual and idiosyncratic. We have common experiences. We identify with one another. We have absorbed rules governing conduct toward one another. All of this is available to us when we encounter one another as individuals in the society and wish simply to pass by without trouble. But all this is also available to us when we encounter one another with larger economic, social, and political purposes, and see the other individuals as people who might be able to help us accomplish those broader purposes. We see in others the chance to exchange goods, services and information in economically valuable transactions. We see in others the chance to create pleasant recreational activities. We see in others someone who might have a similar experience in society, and who might want to make common cause with us. 

To forge these others into a collective enterprise that can benefit us each individually and all of us together we must rely on precisely the mechanisms that bind us together as well as those that drive us apart. In the past, we have tended to view organization as a natural part of life. We were created through interdependence, lived the early parts of our lives in a dependent status. Learned the habits of affiliation, of compromise. Learned to love. Learned to have an idea of a shared purpose. Learned to have an idea of duty. Paradoxically, we need to re-discover these things as social commitments and skills that are vital to the quality of our individual and collective life that are particularly important in a society that is trying to do the best it can for individuals. ]

[E. Summary: Ties that Bind --The Anatomy of Collective Activity


In sum, we can begin to see the materials that will bind individuals together in collective enterprises of various kinds. Pure material self-interest can often be something that will cause individuals to engage with one another. Market exchange, for example, could be viewed as a very rudimentary form of collective activity. The collective that is created is one that governs the moment and the consequences of the exchange. The implict or explicit contract between buyer and seller creates a very temporary collective activity whose only goal is to allow the individuals to transact with one another. A producer’s co-operative, a guild, a private firm is a more durable and larger scale collective enterprise that is also held together primarily by material self interest. Individuals combine to produce something of economic value that can be distributed among them, and whose value is something greater than they could get if they stayed out of the firm. 


Beyond material self-interest, individuals can combine out of a sense of obligation and duty. In order for this to be true, there has to be some kind of shared understanding of what constitutes one’s duty, a capacity to recognize those who do their duty from those who do not, and an ability to reward in either financial or status terms those who do their duty. But once this normative regime exists in a society, it can do the work of organizing collective activity in the same way that the distribution of material goods can. Indeed, some individuals may fully internalize their sense of duty, and take please in doing it. But even if they do not internalize the sense of duty, they may nonetheless be persuaded to do it for fear of social exclusion, humiliation, and even economic penalties if they fail in their duty.


Individuals may also combine from an altruistic desire to help others. This differs a bit from the idea that they act with and for others out of a sense of duty. The difference is that duty can be quite an abstract idea, and its appeal comes from one’s ability to meet an exacting, abstract standard of virtue. Altruism, on the other hand, comes from a very concrete feeling of empathy and concern for a particular other individual. Of course, the two concepts come very close together indeed when one feels altruistically towards a whole class of individuals, and feels that not simply as a kind of love and empathy, but also as a socially supported sense of duty. But in principle we can recognize the difference between duty and love.
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