Chapter 6:

Towards Civil Society:

Supporting Collective, Public Life in Liberal Societies


The argument so far is that liberal democratic societies both owe a lot to, and require a lot from, collective institutions and activities. Insofar as a liberal community is formed as a polity authoritatively governed by a democratic state, liberal society is founded on a collective institution – the liberal democratic state. Insofar as a liberal community wants its democratic state to be guided by the aspirations of individuals and groups that form the polity, it depends on its citizens to form collectives that can guide the state through the complex processes of democratic politics. Insofar as a liberal community depends on market mechanisms to ensure economic prosperity, and insofar as markets seem to work well when individuals are allowed to combine in economic enterprises, liberal communities depend economically on collective associations. Insofar as a liberal community depends on voluntary associations to provide individuals with a chance to express and act on their social identifications and charitable aspirations, and to provide occasions for sociability, recreation, and to meet some public purposes that it is unwilling to tax and regulate itself to achieve, a liberal society has a stake in the strength of voluntary philanthropic associations. Insofar as liberal society depends on each of these institutions not only to act well alone, but also to support, complement, challenge, and regulate the actions of other collective enterprises, liberal society as an interest in supporting balanced strength across these sectors of collective activity. So, even though liberal society is dedicated to the protection of individual freedom, it depends fundamentally on collective enterprises both to guarantee that individual freedom, and to make that individual freedom worth having -- economically, socially and politically. 

I. The Collective Enterprises that Sustain, Guide, and Enrich Liberal Democracies


Of course, it may not be a particularly useful exercise to lump all these different entities – private firms, mutual benefit associations, charitable organizations, civic and political organizations, and government – into one broad category called “collective enterprises.” It is true that they are collective enterprises in the sense that they combine

individuals in some kind of coherent unit. And it is true that in “joining” such enterprises, individuals may give up some of the individual freedom in exchange for the increased efficacy, or increased pleasure that can come from such association. But it seems clear at the outset of our efforts to categorize these different kinds of collective activities to preserve at least some of the key distinctions that we have learned to rely on in liberal societies. 

Distinguishing the State from Voluntary Associations

The lines are drawn, in the first instance, along lines marked out by the concerns of a liberal society – the desire to protect individuals’ rights to choose which associations they join, and subject themselves to. The first key distinction, then, is between being a member of a state or polity on one hand, from being a part of an economy or a society or a community on the other.
 The reason is that an individual is necessarily subject to the authority of the state if that person lives or acts within the boundaries of the state. Of course, to a degree, individuals are free to choose which state to live within. Individuals can also decide to remain or become citizens of a particular state, and accept both the privileges and responsibilities that go with that particular social office. But one cannot choose to live or act within a state jurisdiction and not be subject to its authority. That choice is made for the individual by others. And the recognition of the sovereignty of states over persons and acts within their jurisdiction is widely supported – even in relatively lawless world of the international political system.

In contrast, while individuals are always (functionally) a part of an economy, or connected psychologically and sociologically to some social network that could be described as a society, or a community, individuals can choose whether to join or associate with particular, formally established institutions that operate within the economy or the society. Individuals can decide to work for a firm, invest in it, or buy products from it. Individuals can decide whether to join a union, or a consumer co-operative in an effort to gain some bargaining power vis-à-vis suppliers. Individuals can also decide to live outside formal social organizations – belong to no church, no fraternal association, no group of hobbyists, and no country club.   Or, individuals one can decide to join different kinds of organizations to express certain parts of themselves, and enjoy the benefits that come from association with other individuals who share their interests.

So, there is a big divide between being citizens and subjects of a state on one hand, and being associated with economic or social organizations on the other. The first is obligatory: one is necessarily and inevitably subject to the authority of a state in which one is living and acting. The second seems (at least legally, if not functionally) more “voluntary” – more the result of a choice the individual makes than something that is decided for him or her.  Whether one is voluntarily part of an ethnic group or a religion or a culture is a more complex matter. Even if one is, one can choose to join the organization.

Of course, a liberal state seeks to create the kind of legitimacy that comes from individuals voluntarily choosing to join a collective enterprise by conditioning the use of state authority on many different processes that force the state to consult with its citizens, and that allow individuals who feel they have been badly treated by the state to seek redress. And it is this basic idea that gives rise to the democratic politics we associate with a liberal democratic state, and that allows us to talk (with only a certain amount of self deception) about government through the consent of the public whose actions are directed and controlled by the state. Further, it is this basic idea that creates the all important link between the particular category of private organizations that are focused on influencing the use of state assets and powers; namely, political organizations. But it nonetheless remains true that the state can act with authority over those who have not consented to be a part of the state, or to be subject to its particular rules. All they have to do to be “eligible” for state control is to reside or act within the jurisdiction of the state.

Distinguishing Voluntary Economic and Voluntary Social Organizations


The divide between voluntary economic and voluntary social seems a bit harder to draw. What these organizations have in common that distinguishes them both from being a part of a given state, is the fact that individuals can decide to join them. They are, in this important sense, voluntary. 

Now, to say that they are voluntary is to focus on the choice to join, or the decision to remain associated with the organization. It is not to say that the individual has complete freedom of action within the organization, nor that the organization an individual joins will be a perfect expression of what that individual wants at all times. Indeed, the opposite is generally true. When one joins an organization (and remains a member), one accepts a certain kind of authority of the organization over what one does.  A firm contracts for labor, and, in doing so, acquires some formal power over individual workers. A social organization asks individuals to become members, and requires them to pay dues, and to live up to the rules of the club they have joined. A political organization also invites individuals to become members, but then exercises some authority over those individuals in the interests of making successful representations of their shared political interests.

It is also to look past the important question of how one’s material needs can be met if one does not become a part of an economic organization. 

[This is necessarily true of formal organizations that have an established collective identity, a set of purposes, and a governing structure and process. It is also true in the more informal cases where the rules exist more in the form of general norms and feelings of obligation, and are enforced by appeals to group solidarity rather than legal contract.] 


The difference between the authority exercised by the state over those within its jurisdiction, and the authority that volunteer groups assert over their members is that the authority of the volunteer groups over its members is in one important way more circumscribed than the authority of the state. It is not necessarily that the state imposes more restrictive and more demanding rules on behavior than private organizations. In fact, many private organizations demand more from their members than a liberal state would allow itself to do. Nor is it that the states rules are permanent and not subject to challenge. A liberal democratic state sets itself up so that its rules can be frequently challenged and re-written by those who are both its owners and its subjects. And, while voluntary associations in the market and the society can establish governing procedures that allow them to make and re-make their rules, they can also decide to create very strict constitutions defended by a self-perpetuating oligarchy committed to those rules if that is the governing approach they prefer. Nor is it that individual members cannot participate in some kind of collective process for deciding on what the rules will be. Whether those who join a collective enterprise have formal rights to participate in the governance of the organization is decided by those who establish the governing structures and processes of the voluntary organization. And they can decide to make such governance more or less democratic with respect to those associated with the group.

The only way in which the authority of voluntary groups over their members is more circumscribed than that of the state is that individuals who are associated with voluntary organizations can end that association at a relatively low cost to themselves. They can enter and exit at will; and, having exited, they may escape any legally sustainable obligation that they have to the organization. While in principle one can enter and exit a state at will, the ease one would have in doing so is much less for a state. That means that those locked in states will be forced to work with voice and loyalty more than exit as a device for ensuring that the collective enterprise responds to their particular ideas of what the collective ought to be doing. Those attached to voluntary organizations of the economic, social, or political type can exit as well as give voice or act loyally to the rules of the organization. And that threat limits the degree to which the collective can impose itself on the individuals who comprise it.

Another important similarity among these kinds of organizations is that they both seemed to be engaged in certain kinds of economic transactions. At the most abstract level, the work of these organizations are “economic” in the sense that they involve certain production processes. They use collectively mobilized resources, and collectively mobilized assets, to satisfy individuals who associate with them. An economic firm takes investor dollars, and turns them into goods and services through the paid work of employees, that are then sold to customers who think the product or service is worth more to them than the price they are asked to pay. Investors, customers, and employees are all happy with the value that is created in this collective operation. A mutual benefit firm takes dollars, time, interest, from individuals who comprise it, and transforms those resources into a set of activities and promises to one another that allow individuals to take advantage of economies of scale that come from combining together, and to enjoy the experience of being a member of a community. The programming that produces these benefits can be viewed as an economic production process.


Yet, there also seems to be some differences between economic organizations on one hand, and mutual benefit organizations on the other in that the relationship between the productive activity of the firm on one hand, and the delivery of benefits to individuals associated with the firm is different. In the case of the economic enterprise, we assume that the beneficiary of the firm is the customer who pays for the product. The product is put up to sale to strangers. The strangers are not necessarily invited into the governance of the firm, or the labor that is necessary to produce the desired products. Nor are they invited to join in the economic benefits that comes from succeeding in the market place. Customers are structurally “outside” the firm (even though they are crucially important both to the practical success, and the social justification for the firm’s existence and activities). 


In contrast, in the case of mutual benefit associations, while it is entirely possible to analyze such organizations in terms of producing a set of goods and services that are delivered to particular individuals who benefit from their availability, they do not usually divide themselves into categories such as owners, employees, and customers.  They tend to think of themselves simply as a relatively undifferentiated group of “members” of the organization. As “members,” they act sometimes as owners and governors, deciding on the future purposes and activities of the organization; sometimes as employees doing the work of the organization; and sometimes as customers enjoying the individual benefits of what they have created for themselves collectively. But instead of being structurally divided into these different roles, they are structurally integrated in the role of members who accept the privileges and responsibilities that go with each of these different roles, and are somehow dissolved in their investing, governing, laboring, and consuming work. The customers are not structurally outside the organization, they are inside. The employees do not bargain with the owners for a share of the residual value of the operation; they are the owners, and they have to decide together not only how the work can be done efficiently, but also how it can be divided up fairly.


There is an equally big difference between an economic enterprise on one hand, and a charitable service delivery organization on the other. Again, these organizations may look superficially similar. The charitable enterprise looks a lot like an economic enterprise in that it delivers benefits to those outside the boundaries of the organization. (In mutual benefit organizations, it can deliver charity to those within as well). But it differs from economic enterprises in the way that it finances the operation, and in the way that it prices and rations the service that is being provided. By definition, a charitable organization has a supply of funds from some charitable third party payer who pays part or all of the cost of producing the good or service that is charitably delivered. To deliver that product charitably means to deliver it at either no cost, or at a subsidized cost, or perhaps at the cost of production. What it does not mean is to price the product or service at the price the market will bear in hopes of earning an economic surplus that can be distributed among owners. The products and  services are given away or subsidized, at the expense of the charity giver who pays for the production of a good or service that benefits someone else. That is what it means to be a charitable organization. 

Where and For Whom is Value Being Created by Organizations?


These observations raise important questions about exactly where, how, and for whom value is being created by these organizations, and which of the particular benefits created are worth recognizing at the social as well as at the individual level. To no small degree, we have come to think about organizations whether (economic, social, or political in their ultimate purpose), primarily in economic terms. We see them as mobilizing resources, deploying them in particular activities to produce products and services, and evaluating them in terms of the value that individuals attach to the products and services that are produced. The producer is separated from the consumer. The consumer is the place where benefits are produced. Those who own, govern, work with the organization are seen as means to this ultimate end.

But that view might not even be the best way to think about the value creating aspects of business firms, let alone social, civic, or political organizations. After all, we understand economically, socially, and politically that a business firm making and selling products and services to customers creates individual and social value beyond the satisfaction that is delivered to customers. It also creates value for the salaried managers and workers of the enterprise by providing them a chance to earn incomes, and to be associated with an enterprise that is significant in economic, social, and political terms. They may well think that their service in economically motivated enterprises is helping to make society better off than it would otherwise would be, and they may very well be right.  Business firms also create value for investors and shareholders who can participate in the economic success of the firm by chancing some of their money on the enterprise. To the extent that material benefits to these individuals are viewed as a social or public good either in themselves, or as things that enable the production of other public goods, we can think of the social and public value of a private firm as being something more than the satisfaction they deliver to customers.


If the view that value is created by organizations only for customers who benefit from the organization’s operations is not a particularly good way to look at business firms, it is even worse when one is forced to think about the value creating activities of mutual benefit or charitable firms. Indeed, in a mutual benefit organization, the conceptual scheme that divides organizational stakeholders into the familiar categories of “owners,” “employees,” and “customers” begins to fall apart. 

Generally speaking, owners, employees, and customers don’t even exist as categories in thinking about mutual benefit organizations. As noted above, there are simply members. Some of the members may also be “officers” of the organization with special rights and responsibilities within the organization. These could include the right and the obligation to represent the organization in the wider society, and in doing so, to momentarily but importantly appropriate the general reputation and power of the organization – a collectively owned asset of the organization. The special rights and responsibilities could also include some kinds of authority and power to direct the conduct of other members, or to discipline them for infractions of rules, or even to ask them to give up their membership in the organization. But those authority relations are usually not very strongly hierarchical. The power that officers of voluntary membership organizations have over the members of such organizations but it is often much more circumscribed than the kind of power that owners have over managers, and managers have over workers in the standard idea of an economic firm. The fact that their power is constrained is not due simply to the fact that they can often be voted out of office; it is based as well on the idea that individuals can leave the organization if they are dissatisfied with the regime, and that there is a (often, but not always) a tacit expectation that the officers of the organization will preserve the past practices and traditions of the organization, and will engage in a wider, more egalitarian process of consultation if they seek to change something than would be true of a for profit entity. There is no residual claimant putting pressure on the efficient production of goods and services. There is no managerial agent being pressured to produce efficient results for a principals who are united in their interests. There is only a group of individuals who are sometimes owners, sometimes workers, sometimes beneficiaries talking about how they can get the most value for themselves out of a collectively owned asset. 

A similar thing happens to the categories of owner, manager, employee, and customer in a charitable service delivery organization. On one hand, such organizations may look more like our standard images of for-profit organizations in that there is typically some kind of client or customer to whom some beneficial product or service is delivered; and that person is often someone who is outside the organization who is being done for rather than helping to produce the result, or sharing in the governance of the enterprise. So, it is tempting to imagine that most of the benefits produced by the organization lie with the satisfaction of these external clients and customers. But, as noted above, it seems pretty clear that those who contribute money, time, and emotional commitment to serving these clients are benefiting as well. The test is simply that they are voluntarily contributing their efforts. That willingness to spend valuable resources on this work is the same test we apply in the market when customers spend money on products and services. Why should we ignore that test of value creation when it is attached to something far more socially attractive than buying tooth paste, or lemon-scented furniture polish. In these respects, then, we could treat the donors and volunteers to an organization as customers or consumers of the organization; and not just in the sense that as a prudential matter the organization might have to cater to these individuals to stay alive; but also in the much more fundamental sense that it is their rights and their satisfactions that provide an important part of the social justification for the enterprise – not just the benefits that are delivered to clients.

But perhaps we should not see the charitable donors and volunteers to such organizations only as customers. Perhaps we should also see them as owners, and as employees. Donors to such organizations often seem like owners as well as customers in that the contribute equity to the organization in exchange for a vision of what the organization will be able to produce that is socially valuable as a consequence of their donation. Having made an equity contribution to the organization, they might imagine that they have gained some potentially important role in the governance of the organization. They might expect that their “voice” will be heard by those running the organization, and that the managers will try to realize the values they have expressed in the goals and accomplishments of the organization. They might expect to be consulted when the managers are considering a change in strategy or operations. They might also expect some regular accounting of the efforts and accomplishments of the organization that speak to their concerns. 

Volunteers in such organizations also seem a bit more like owners and employees than customers. They are like financial donors in the sense that their sweat equity gives them some kind of important role in the governing of the organization. Like members in a mutual benefit association, they will be concerned not only with the purposes of the organization, but also how the work of the organizations gets divided up. They want it to be not only efficient, but also fairly divided, and perhaps even fun or meaningful. So, volunteer workers in charitable service delivery organizations cannot easily be categorized as either a customer, or an owner, or an employee. They are all of these things more or less simultaneously, with important implications for how they will participate and be guided in the production processes of the organization. 

This might seem to a discussion about semantics. And it is surely partly that. But another way to think about this discussion is to view the different terms we have used – investor, owner, manager, employee, customer, member, officer, donor, volunteer worker, client beneficiary – as different social positions or officers that exist in society. Further, that these different social positions and offices have different kinds of rights and responsibilities, and different significance when we are evaluating the overall performance of the society. Some of the positions – investor, owner, member -- describe individuals who have some role in the governance of a collective enterprise. Other positions – customer, donor, volunteer worker -- describe individuals who contribute money or resources to an organization and may or may not as a consequence of that fact gain some explicit or implicit role in the governance and direction or guidance of the organization. Still other positions – managers, employees, volunteer worker – describe individuals who have a particular role in the production processes of the organization; they are the people who prescribe or carry out the work of the organization in a way that is (ideally) designed to get the most valuable result from the combined resources of the organization. And some of the most important positions – customer, client beneficiary – seem to describe the individuals whose satisfactions provide the social justification for the organization’s work.

What is important about this particular classification of different kinds of individuals with different kinds of relationships to voluntary collective associations is that it reminds us that the relationships that individuals have with organizations can be described in many different terms. At least four seem important. The first is financial – whether an individual is giving or getting money from the organization, and on what terms (investments, salaries, donations). The second is formal governing power with respect to the use of the collectively owned asset. (This is different than informal influence over the use of the collectively owned asset, but we can also talk about that relationship as a kind of informal governing process.) The third is whether the individual is engaged in the actual production processes of the organization, and whether they are engaged as designers, managers and controllers of that work, or as individuals who do the work in ways that are designed and controlled by others. The fourth is the degree to which the interests of the individuals who have different relationships to the organization are valued not only by that individual, but also by the society at large, and used therefore as the constituent elements of the organization’s value to society at large, and the focus of collectively constructed legal protection. For example, the degree to which society defends the owner’s right to property, and sees both the protection of these rights and the financial returns the owner receives as an important part of the social value of the firm. Or, the degree to which the society views labors interests. Or the degree to which the society views donors as having rights of certain kinds.  


Three important implications come from thinking about voluntary associations in these terms. The first is that to some degree one can think of value as “leaking out the sides” of these organizations. Value is generated for investors, for donors, for workers, for volunteers by these organizations as well as produced at the tail end of the organization in the satisfaction of clients and customers, or the realization of some social purpose that motivated the voluntary contributions (or, for that matter, the commercial interest!). The value added is being created at each stage of the production process, not just realized at the tail end when some final product is delivered to a client or customer.  

Second, the decisions of voluntary social and charitable organizations are not necessarily guided by the kind of relentless desire to price and to cut costs that generates efficiency in competitive markets, and “excess rents” that enrich shareholders in non-competitive situations. Perhaps our model of what society should want from such organizations is different than we now think. Maybe we don’t want “efficiency” of the type that we associate with competitive markets. Maybe we want a different kind of efficiency that we associate with making the best use of a collective enterprise for the benefit of many different stakeholders, and for the society as a whole. 


Third, and most importantly, the value that is produced by these organizations all along the way is valued both by the individuals who receive it, and by the society as a whole who protects the rights of individuals to secure this value, and who views the different components of value as being more or less socially beneficial (above and beyond the value that accrues to the individuals who benefit). Before the labor movement succeeded, we did not attach as much value to the benefits that could be produced by private for profit firms to laborers as we did after the labor movement succeeded in altering the structure of rights, and in using state power to directly regulate labor conditions. (One could view such policies as having re-distributed benefits from owners and customers on one hand, to employees on the other.)


So, we can notice several broad categories of collective associations and organizations, and begin to think that we might need to evaluate them in somewhat different terms. 


Political Organizations


We have not yet even mentioned political organizations. As noted earlier, these are private in the sense they are created by private initiative, and in the sense that individuals join. On the other hand, they are profoundly public in that they seek to influence the actions of the state, and in doing so, create the kind of democratic politics that we rely on to ensure that the state acts in a democratically responsible way. To some degree, we can view political organizations as producing organizations. They take assets in the form of money and members committed to a particular cause, and try to parley those resources into the most effective influence they can bring to bear in the short and long run for the purposes they seek. But once again, they can choose many different ways of proceeding. They can try to enroll many members to provide both a financial and a political base. They can consult with those members more or less frequently and more or less intensively. (interesting question about how open and vulnerable they should be in accepting members). They can develop expertise and relationships that allow close in lobbying. They can decide to act through elections, legislation or courts. How they act as implications not only for the choices that government makes, but also for the quality of democratic politics we can enjoy. 


Note that while some organizations are explicitly political, other organizations can act politically even if they are not political organizations. Businesses can form political organizations, or can act politically themselves. They can even encourage individuals working for the organization to use their individual political rights to advance the interests of the corporation with whom they are aligned. Voluntary nonprofit organizations can also organize themselves as advocacy organizations. Or they can act for their own interests, and their own more or less idiosyncratic conception of the public interest. That nonpolitical organizations can act politically derives from the fact that organizations are both treated as individuals, and are composed of individuals, and that they have then certain constitutional rights in liberal democracies that allow them to advance relatively narrow, material interests as though they were public interests – in the narrow sense that they are members of the public and these interests count, or in the more demanding sense that their material self-interests are sufficiently important to the prosperity, sociability, and justice of the society, that the polity ought to agree that their interests would be supported by the powers of the state (more or less passively, and on a smaller or larger scale).


An important question is whether and how society as a whole should evaluate political organizations, or nonpolitical organizations that are acting politically. Our traditional stance has been to be “neutral” with respect to these organizations. This is largely out of deference to first amendment rights. Also the need to ensure the independence of these organizations from state control. The existence of a regime of dissent that exists somewhat beyond the control of the state apparatus itself is a key to sustaining a liberal state. But it is also connected to the difficulty we face, and the importance we attach to the process of having a continuing debate about what we should be trying to do with the powers of the state,  in trying to decide what constitutes a good or useful political organization. To a great degree we have limited ourselves to setting boundaries around the ends and means of organizations, and limited our prohibitions and hostility to political organizations that seek to overthrow the regime by force. We resist this even when the political organizations claim to act for a larger idea of democracy, or a larger idea of social welfare. We have not, for the most part, demanded that political organizations qualify themselves in any particular way. We depend on a free press and political competition to root out lies, manipulation, and use of force by these organizations, and in doing so, to keep our politics reasonably civil. But we seem to have embraced this view more by default than calculation. One could reasonably say that democratic societies have more at stake in the quality of their political process than this laissez-faire approach expresses. Perhaps we, as a democratic polity, ought to take a more active approach to the development of our politics – not to influence its direction, but the nature and forms of engagement with the body politic. A democratic state without a vigorous democratic polity is a state without much reliable guidance about how its assets and powers can best be used. (Nota bene: the vigorous politics can and should include a strongly supported political position that argues for limited uses of state powers.)

The challenge we face, then, is how to look at particular associations, organizations, and other collective enterprises and evaluate them from a social perspective. That social perspective includes an interest in protecting rights and imposing appropriate responsibilities on social actors. It also includes an interest in achieving particular results that interest us. 

We might prefer to shy away from such a difficult task. But the fact of the matter is that we cannot avoid it. We have a regulatory framework for enabling and guiding collective activity. It is lodged in laws and in fiscal policies and in government expenditure decisions. We have a big stake in the quality of our democratic politics. The only interesting question is whether we think that regulatory regime is a good and sensible one. 

And a good place to start is to look closely at the regulatory regime that has grown up around the particular group of collective enterprises that has been described as the voluntary, third sector. It is here that we have had more (but still only a limited amount) of practice in trying to think our way through the question of whether there are some sorts of organizations and collective enterprises that are worth more than others, and that should therefore benefit from some special kind of public support.
II. The Existing Regulatory Regime for the Voluntary Third Sector:  a Narrow View.


As noted above, the regulatory regime that simultaneously creates and circumscribes the social space within which voluntary organizations live is a complex one. The laws enabling and regulating the enterprises are constructed from public policies fashioned in many different policy domains ranging from national legislatures, through the administrative decisions of taxing authorities, to the development of the common law. The financing of the sector is a complex blend of private charity, public spending, and sales of products and services to clients and customers of the organizations who can shoulder some or even all of the costs of providing the goods and services that they receive. Some of the public financing comes in the form of tax exemptions; other in the form of direct spending through grants and contracts; still others in the form of publicly financed vouchers that allow individuals to spend public money on particular public purposes that the collective thinks is important enough to tax themselves to provide to individuals.

Includes enablers, accelerators, and brakes. Not necessarily inconsistent, but needs a certain amount of co-ordination to ensure that energy is not lost by pushing and regulating at the same time – that the pressure we create through this is, in fact, productive. Face same issue with respect to private corporations. Sometimes we want them to produce a strong economy and economic growth. Sometimes we want them to protect the interests of their workers, the environment, and even the communities in which they operate. Sometimes we borrow them as agents for achieving other social goals that we consider important, persuading ourselves that they are both a practical and just target for such efforts. 


While this is the reality, our conception of the regulatory regime for the voluntary sector tends to focus disproportionately on one key part of that regulatory regime: the decisions made by the Internal Revenue Service particular features of voluntary organizations that entitle them to exemptions from the federal income tax. This aspect of the regulatory regime has acquired extraordinary importance not only because it is (arguably) substantively important to the sector, but also because this is the only arena in which any kind of serious, sustained national conversation is carried on about the organizations of the voluntary sector. It is here that the organizations are analyzed, dissected, and divided into categories that carry with them special kinds of rights (tax exemption, for example), and special kinds of obligations (for disclosure, for refraining from partisan political activity, etc.) Arguably, it is only in this sphere that we carry on what could and should be larger conversation about the public purposes of the full panoply of collective enterprises that exist in a liberal democratic society. And, given the special context of the discussion (charity, taxation) the discussion that we have within this forum about voluntary associations and collective life in a liberal democracy is a curiously limited one.

John Simon was the pioneer in characterizing the regulatory regime that had developed within the IRS to enable and guide voluntary charitable organizations. In his seminal article, he likened the regime to Dante’s Inferno in which different kinds of organizations existed in different levels of regulatory hell. The most heavily regulated voluntary organizations were the Charitable Foundations.

III. Towards a Future Regulatory Regime of the Voluntary Sector and Collective Life More Generally: a Wider View 


Suppose we were to seriously re-consider this particular idea of the regulatory scheme for the voluntary sector. Viewed from the point of view of society as a whole, we might want to construct a regulatory regime that reflected more reliably the different stakes we had in the effects that associations and organizations had on the society. Not just voluntary nonprofit organizations, but also for profit, and political.  We might also want to associate those effects with different characteristics of organizations that could then become the basis for a regulatory scheme that gave certain kinds of organizations (those that we though produced particularly beneficial effects for the society) special encouragement, and other organizations (those that produced relatively little that was particularly valuable to society as a whole, or that had little need for public support) less support. We might want to find some way to guarantee that organizations that represent themselves as being of a certain type – such as publicly spirited, or politically representative, or socially helpful to members of particular groups – are in fact what they claim to be. In short, we might want to have some way of gauging the social utility or publicness of a particular organization, and give those particularly valuable and scarce organizations that create something truly valuable a special boost, and find the means to ensure that organizations are what they say they are. The first question then is how to gauge the public value of an association or organization. The second is how to identify the characteristics of organizations that make them more or less publicly valuable as a type, and in terms of their integrity in representing the type of organization that they are.
A. Social Reasons to Encourage Associations and Organizations: A Reprise 

Two different normative frames: one a system of rights and obligations to prescribe and preserve right relationships. These would include relationships between associations and individuals with whom they are involved. Would also include right relationships between organization and the state. State would have to act to protect both kinds of right relationships. State would act to protect individuals who were affected by organizations. Would also act to use organizations to help achieve its own purposes.

Second is a set of effects. These effects register not only in the efficiency a society’s economy, but also on the character of its social, civic, and political life. Liberal society needs work in all of these domains. Benefits from associations that contribute to these  domains. 

Social Effects of Organizations


We could start simply by recalling the categories of effects that provide the social justification for encouraging the voluntary sector. 
These include the following.


Different Criteria for Different Kinds of Organizations


It is worth noting, of course, that the evaluative criteria we would use might differ significantly among economic, social, and political organizations.


Mixed Organizations


It is also worth noting that many organizations will be performing some or all of these different functions, and that we might, therefore, have to evaluate the organizations simultaneously in terms of their economic, social, and political performance. This is obvious when we are looking at economic and social organizations in political terms. 

It is less obvious when we are looking at political organizations in economic terms. But it is obviously important that we think about the economy of our political life as well as the politics of our economic life. We spend a great deal of time and energy in political deliberation as well as in market transactions. There is a price to be paid for politics as well as for everything else. One might imagine that this is a high price in liberal democratic communities. We can also think about the role that political organizations play in shaping our economic life. The Trade Union movement is one case in point. And, we can think of the economic cost of misconduct by political and civic organizations. (e.g. the catholic church).


Are there some things that are distinctively and uniquely public about an organization that make them particularly important to recognize, encourage, or regulate? Is there something intrinsically public? 

Having argued throughout that the question of what is public is something that is to be decided anew on a day to day basis, it is hard to go back on this now and find some qualities that are intrinsically public. It may be an error caused by the particular way that liberal societies have come to think about their organization, and in particular the relationship between market and state. But the idea that the public sector acting through the state would retain some special interest in some things that could not be reliably produced by the market still usefully survives. Way in which it is wrong is that it ignores the role of the state in enabling and regulating the market. Also that it ignores the fact that democratic politics can choose to trump or abridge private property rights and operations of the market when it sees a compelling social purpose. And that the arbiter of whether there is a compelling social purpose is ultimately what the polity decides (constrained by more or less stringent constitutional restrictions on the actions of the state).


One definition of public: what the polity decides to make public by using the powers of the state to create, protect, regulate, etc. Publicness is defined by the engagement of the state in the support or regulation of an enterprise or activity. This may make the whole world public, and that is part of the point of this book.


A different definition of public would follow the idea that while the public has to be concerned with support and regulation of the private, there are also some things that the public and the state is (more or less) uniquely, or specially able to do. Markets are good at delivering goods and services to individuals with desires and a capacity to pay. They are also good at generating wealth by providing financial returns to investors, and jobs for employees, and markets for suppliers. They are also good at providing an economic base on which government can operate.


What they are not good at doing is producing anything that is valued by the society that cannot be turned into a product or service, and sold to individuals with money to pay for them. There are important issues on the demand side here. Individuals with needs but without ability to pay for them. Important to those folks. Also important to the rest of society. Re=distribution, social justice. May also be that there are things that are good for individuals, but don’t know it. Have to be tempted or otherwise encouraged to embrace these good practices even when the do not want. 


Also important issues on supply side. Certain kinds of things will not be produced because they are simply too risky and too uncertain. This can be an objective characteristic of the good or service. Or it could be subjective (example of micro lending) But there will always remain some things that will not be provided by the market

Government has an economic comparative advantage in some economic activities – particularly those that have large economies of scale in production, and relatively low marginal or variable costs. It corruption can be avoided, governments are often in a better position to provide these goods than private companies. If not government, then private regulated; or nonprofit with governmental participation in boards. 


It may be that we always want to give a little extra credit to organizations that take on purposes that are particularly difficult for a market to do, or that is particularly socially valuable, or some combination of the two. That nearly always has something to do with providing valuable services to those who cannot pay, or do not apply themselves to something that is good for them and for the rest of society. Or, it has something to do with the transformation of social relationships so that individuals can come to see and act on their true interests and capabilities – that they can become empowered to be self-reliant, and to make appropriate claims on the rest of society. These can be political organizations, or they can be self help organizations, or some combination of the two.  

III. Organizational Form: A Systematic Look into the Publicness and Charitableness of Particular Organizations. 

Given that the society has purposes that it seeks to advance through the encouragement of associations, organizations, and other forms of collective life, Eventually, we would come to the crucial question of what features of organizations seem linked to different aspects of social performance. 

To many, this is the subject of “organizational form.” We have an idea that organizations can be grouped into classes of organizations that are similar to one another and different from others by pointing to certain aspects of their “organizational form.” But while we use the concept of organizational form quite happily, it remains a bit unclear what parameters we should use in characterizing organizational form.

A. Ownership, and the Use of Assets and Excess Revenues


Again, there is a key idea in the nonprofit literature about the key feature of organizational form that distinguishes nonprofit organizations from for profit enterprises. Henry Hansmann famously observed that the key idea behind a nonprofit organization was not that it was not allowed to take in revenues in excess of costs of running the organization; it was, instead, that it was not allowed to distribute that excess to shareholders of the firm. Nor was it allowed to distribute that excess to employees of the firm. The only legal and proper use of the funds was to use them to pursue the mission of the organization. As Marion Fremont Smith has instructed us, the governing boards of these organizations were responsible for pursuing the purposes of the organization with nothing more than a duty of care, and a duty of loyalty, to guide them. The laws were hostile to self-dealing and manipulations that allowed individuals to materially benefit from their control over these quasi public funds. But, they were more circumspect with respect to failures of the governing boards to make the best possible public use of the assets available to them, since there was no objective standard that could be used to make this determination. (Analogy in corporate law).


This discussion, then, focuses attention on two particular aspects of organizational form: 1) ownership and control of the enterprise (with implications both for social responsibility for the acts of the firm, as well as the granting of rights and powers over the assets and activities of the enterprise); and 2) the proper distribution and use of the assets of the firm, including both the use of excess revenues, and the transfer of the assets to other owners. Voluntary, nonprofit organizations have certain characteristics here that distinguish them from both for profit corporations and government agencies. They are similar to for profit entitities and different from government organizations in the sense that ownership and control is generally considered to be private (even though governments appoint some members of boards, and even though government initaties, and even though government supports financially through tax exemption, and direct expenditures). They are now different from for profit organizations in two key ways. 


First, Their purpose have to be declared. And, any time they wish to change their purposes, they have to go back to the state (in the form of the Attorney General of the States). This forces them to face a different kind of test of public purpose than those faced by for profit enterprises. It is as though the law takes the public value of for profit entities for granted, but wants to check up on the purposes of voluntary associations.


Second, they are not allowed to distribute benefits to shareholders, or to owners of the enterprise. Any excess revenues are plowed back into the mission of the organization. 


It is worth pausing a moment to think about the implications of this fact. Michael Jensen has famously argued that one of the conditions that guarantees efficiency in for profit entitities is that a greedy, residual owner exists. The motivation of those shareholders to extract as much money from the enterprise as they can. This means that they will price the goods and services they sell at the highest price the market will bear. They will also fight to hold down labor costs, and the prices they pay their suppliers, and to search for improved technologies that reduce their costs while increasing the quantity and quality of production. It is in these ways that greed helps society find efficient ways of producing goods and services that individuals want. 

Of course, in order for this all to work reasonably well, there has to be effective competition among suppliers for customers attention. Without competition, suppliers will be free to raise prices to very high levels and earn monopoly rents. Greed will result in increased efficiencies, but the gains will go to the shareholders, not the customers. Competition, in contrast, forces suppliers to court consumers by offering lower prices. That re-destributes the value created by a firm from shareholders to customers. Since customers are installed as the important arbiters of value in society, that is usually taken to represent a gain in overall social welfare. Indeed, in a purely competitive market, all for profit firms end up acting like nonprofit firms in which they can do nothing more than recover their costs, and deliver all the surplus value they created through their innovations to the customers who are the desired social beneficiaries of these innovations.


[Other conditions also have to be in place – including various kinds of both consumer protection. Also labor protection of different types.]


If Jensen is right that the greedy residual owner is a key social actor in ensuring the efficiency of an organization’s operations, then one has to worry about the efficiency of voluntary and nonprofit organizations, for, by definition, there is no one in that particular position vis-à-vis the operations of a nonprofit organization. There are neither owners nor shareholders to whom economic returns can be delivered, and whose desire for those economic returns will force the management and the labor of the enterprise to be constantly searching for new methods to control costs and improve financial performance. 


There are two possible theoretical answers to this question. The first is that efficiency is less highly valued in the voluntary sector than in the for profit. And there is lots of evidence to suggest that this is true. Much that happens in the voluntary sector could be understood much better as an expression of individuals desires to contribute something rather than the rational organization of an organization’s assets to achieve the maximum effect. Consider the sector’s volunteer labor. But the idea that these organizations are more expressive than instrumental, and that efficiency lies in the satisfaction they give to contributors as well as to the comfort they deliver to beneficiaries seems contrary to the moral aspirations of these organizations. They are revealed as the worst form of complacent, hypocritical charities that exist more to make the givers feel good, than to aid the beneficiaries, or enhance their dignity, or achieve some truly important social cause. 


This leads to the second idea: namely, that the moral zeal of those who own and govern the enterprise takes the place of financial greed. It is the determination to ensure that every scrap of available material goes to the clients or the achievement of the mission, or the political aims of the organization that ensures its efficiency and effectiveness. That is a good story. And it is often true. But there are lots of examples in which it is not true.


Indeed, there is an interesting problem here in terms of what constitutes an appropriate wage for those who work in the voluntary sector. The current standard sets the limit in terms of what one would be paid in the private sector for similar work. That is justified in terms of the necessity of drawing quality people to the management and leadership and work within the voluntary sector. It is particularly supported today by the idea of social enterprise in which individuals are encouraged to think that they can do very well for themselves by doing good for the society. (This has always been the premise of business. But it works less well when the good that is to be done is not backed by individuals with the desire and the ability to pay for the products and services. The kind of good that is not supported by market demand – more or less subsidized by government – has always needed some other kind of financial backing from either the state or charity.)


Such policies may be important for ensuring a flow of talented people to the voluntary sector. But it also serves to undercut our ideas about the motivations of those who are sustaining the enterprise through their labor. They are revealed as individuals who are not willing to take less than their market value to pursue purposes associated with the public enterprise. Their moral zeal, in that sense, seems to be less than what is expected of the owners and shareholders of the enterprise who are asked to give up all the economic value that could be extracted from the enterprise as it now operates, and to turn it over to the continued pursuit of the organization’s efforts. (This has implications for the way that we think about social enterprises. If they are organized as nonprofit enterprises, they eventually have to go into some business that cannot sustain itself in the market. If all the businesses they enter make money, then they will be constantly accumulating excess revenues. Those cannot legally be distributed to shareholders or managers or workers. The only place to put them is into some losing proposition that is associated with the organization’s mission. Then, the for profit businesses provide a cross subsidy to the unprofitable business that is carried out by the nonprofit to justify its nonprofit status!)

[Defining and Changing Purposes of firm in this section?]


B. Purposes and Effects of the Firm


These observations suggest that the idea of organizational form might be broader than the simple differences in ownership and governance, and the right to distribute profits. Perhaps in characterizing organizational form we have to say something about the purposes of the firm as well as the structure of its governance. Again, we have long thought that one of the important defining characteristics of a voluntary, nonprofit organizations was not the motivations of those who established, governed, and sustained the enterprise, but also the purposes of the organizations. This recalls the distinction made above between the idea of charitable in intent, versus charitable in effect. An organization can be charitable in intent if those who create, govern, and sustain the enterprise use the assets of an organization in ways that do not benefit themselves in material ways. That is what we mean by having a charitable intent. 

But when we think about what counts as a charitable effect that is worth noting at the social level, the standard is often a bit higher. There are some substantive charitable purposes that are arguably more socially valuable than others. Indeed, there are some charitable purposes that are viewed as socially bad and inappropriate and not allowed at law – not because they involve some scheme that allows the giver to enrich himself, but because the purpose supported by the charitable ambition is considered anti-social or wrong.  We have quite different views about charitable desires to ensure that children do not go hungry, that stray cats are cared for, and that white people remain politically dominant in the society.


It is tempting, then, to think that in deciding what particular organizations should receive special government support that we would look not only to the motivations of those who establish, govern, and sustain the effort with continuing investments of money, time and effort, but also with the purposes and products of the organization. Indeed, it is precisely that thinking that has led to support for the voluntary sector. When an organization has both a charitable intent and a charitable effect, it is welcomed to the special class of organizations known as voluntary nonprofits. Such organizations receive various tax benefits because they are assumed to be producing something that is publicly valuable, and/or reducing the burden on government. 


Note an important distinction here between the idea of publicly valuable on one hand, and reducing the burden of government on the other. These two are identical ideas if we equate the idea of public value with those purposes that government has agreed to try to achieve. But, if we imagine that there are many attractive public purposes, and that only some of these possible public purposes have been embraced by the collective as a purpose that is worth taxing and regulating ourselves to achieve, then a gap opens up between things that are publicly valuable on one hand, and those that we have pledged ourselves to achieve through government action on the other.
 That gap can be filled by voluntary commitments from individuals to purposes that they judge to be publicly valuable, but which have not been embraced by the broader society as purposes that are worth taxing and regulating themselves to achieve. Arguably, the burden of government is relieved not when any plausibly valuable public purpose is pursued by individuals with their own resources, but only when their contribution reduces actual government efforts that would be undertaken to achieve the purpose. Then the contribution is to the wider society through a reduction in government taxation (ideally at least comparable to the amount of taxes that were relieved) to achieve the same level of objective. 

This may seem to be an unimportant quibble. I emphasize it, however, to keep stressing the important issue of whose values are guiding the use of public dollars – both charitable and tax dollars. When the democratic polity, acting through government, announces a set of purposes that are viewed as publicly valuable, and for which it will grant tax exemptions, that is broader and different than the set of purposes it has committed itself to achieving directly through taxation and regulation, the democratic polity has carved out a space within which individuals can enscribe their own ideas about what constitutes public value, and pursue those purposes with their own money. In am important sense, we have privatized and individualized the decision about what constitutes a public value that is worth pursuing.

The range of public purposes that are recognized as publicly valuable is extraordinarily broad, and includes many things that would not be considered particularly charitable in their effect, though is charitable in its intent. The statutory standard is……. It includes such concrete activities as …………


Note that this standard also tends to degrade the standing of both social and political organizations. These are degraded because they are seen as member serving or mutual benefit organizations rather than charitable organizations that benefit those outside the organization. This seems a bit arbitrary if it turns out that that members of the organization include many who would be eligible for government assistance. It also seems odd to characterize political organizations as member serving. They are insofar as they seek to advance the political ideas of particular groups, and particularly their economic material interests. But if we understand political organizations to be pursuing visions of a good and just society (even if that includes advancing their own material interests) then one would have to think of such enterprises as other serving. By definition, they are making claims on what would be beneficial and fair to the society as a whole, and that has to be viewed at least in part as other serving. Other citizens are invited to have the opportunity to pursue prosperity, sociability, and justice by agreeing with them that support of their interests is consistent with these socially defined goals.

So, when we begin trying to characterize organizations in terms of their purposes, we begin to run into trouble. We end up accepting a very broad idea about public purposes that is much broader than charity or redistribution; and offers a very broad idea of what might count as a merit good, or a good with positive social externalities as well. Further, we allow individuals to decide for the rest of us what particular thing is worth supporting. We also fail to recognize the public good that is done by member serving and political organizations. Yet, any accurate accounting of what contributes to the individual and social welfare of a liberal democratic community would have to take these into account.

There is one other difficulty with looking at the public value of an organization through its products and services. If we think that publicness is equated with specific products and services, we would have to see many for profit organizations as public as well as nonprofits. Most important things that we think of as publicly valuable are produced not just by government organizations, and not just by nonprofit organizations under contract to or acting independently of government, but also by for profit organizations also acting under contract to or independently of government. Health, education, culture and recreation, even the settlement of disputes and the production of certain kinds of justice are produced by organizations from all three sectors. If we understand that private sector organizations are also swept up into the production of social goods through government regulation, and that government regulation is often aided by the actions of nonprofit organizations who have the same goals as the government but fund themselves in different ways, then we can see that for profit organizations have been swept into the production of socially valuable goods and services through the use of governmental authority as well as government money. 


So products and service may be important to notice. There may be different social status assigned to the different products and services. But relying only on this feature of organizations as the single key dimension on which to recognize the public value of organizations would probably be a mistake. It would certainly be a mistake if one wanted to hold onto a special status for voluntary organizations, for they do not distinguish themselves very neatly on this dimension, and particularly will not if government decides to pursue its interests in producing particular goods and services by working on the demand side by providing vouchers rather than working on the supply side to encourage producing organizations to seek charitable revenue sources to supplement what they are willing to grant or supply through contracts.

C. The Openness of the Firm: Establishing and Policing Boundaries 


D. Sources of Revenues and other Material Resources


The discussion leads inevitably to a third aspect of organizational form that might be worth noting: namely, the source of revenues and financing that sustain an organization. Actually, it might be more proper to say the source of all material resources supplied to the organization that allow it to stay in operation, produce and distribute its benefits, have its desired effects on the world. But we can start with the financial flows that support an organization. 


In principle, there are several different sources of financial flows. Again, we might start with the private sector model of an organization. In that image, financing comes from two different directions. On one hand, financing comes from those who want to invest in the organization. On the other, it comes from customers with money to spend. While the first is necessary to get started, it is the second that guarantees survival, for without the second, the first will quickly dry up. It is only in anticipation of the second that the first is made. Of course, for profit organizations will often benefit from other financial contributions made by government. It may even have the government as a customer. It may even benefit from a certain kind of charitable contribution made to the firm. But ordinarily we think that the financial sustainability of a private firm is rooted in its ability to tap capital on one hand, and its ability to earn revenues through the sale of products and services to customers with money to spend on the other. 


When we look at the voluntary, nonprofit sector, however, we see quickly that it is similar to the private company in that it, too, can raise money by tapping capital markets on one hand, and earning revenues through the sale of products and services on the other. These are permissible and important sources of funds to voluntary nonprofits. When we look closely at the financial flows of voluntary organizations, however, we often see other sources of funds. These include, importantly, charitable contributions. They also include government grants and contracts. And some of the revenues they earn from the sale of products and services to customers also come from government because it is government that is providing the funds to the customers to spend on the nonprofit organization. 


An important question is how we should view these different sources of revenues to nonprofit organizations. Some have thought about charitable contributions as a kind of investment decision, and have seen donors as the equivalent to investors in the private sector. They have then gone on to worry about conditions that would lead to efficiency in the charitable capital markets. They have even worried about what seems to them to be the excess costs associated with raising capital. 


But one could equally well view voluntary contributions of dollars as a consumption decision – not an investment decision. Welfare is generated to the donor at the moment they make the contribution, and see their individual ideas of social goals advanced through their contribution.  Viewed from this perspective, one might understand once again why expressiveness was an important part of the voluntary sector as well as instrumental effectiveness. One might also change the standard or benchmark for spending on these activities from the cost of raising money in capital markets to the costs that are associated with bringing ones products and services to the attention of a large, decentralized buying public. 


For many purposes, it does not matter much whether we think of voluntary contributions of money as an investment or a consumption decision. When it does matter is when we are thinking about the behavioral effects on the producing organization of their dependence on this particular source of revenue. They become vulnerable to what donors want. Their operations are influenced by the zeal that donors show in investigating their operations and demanding performance against their announced goals. In the private sector we think this is a good thing because it creates responsiveness to individual desires, and cost efficiency in the production of desired results. Presumably, we think these would be good in the voluntary sector as well. 


But we routinely complain about organizations that chase dollars, and suffer mission drift as though an important feature of the integrity of a nonprofit organization was its commitment to stay with a given mission even when it can no longer be supported in the market place. And we also complain about the micro-management that causes enormous inefficiencies in organizational operations. We seem to like micro-management by customers, but dislike micro-management by donors.

It also matters when we are thinking about the whether there is any important recognizeable social value that is created by satisfying donor’s aspirations. If we embrace a market model, the answer is clearly yes. As investors, they get paid off in terms of satisfaction of their instrumental desires to achieve social results. As customers they enjoy being able to buy this result for themselves and others. If we embrace a government model, the answer is also clearly yes: it is a good thing that individuals voluntarily paid for something that government might otherwise have to produce. We use less force and authority to achieve the same results. The results that we get are a bit more tailored to the aspirations of the donors. The difference is how instrumental are the purposes of the investor as opposed to the consumer. We tend to think investors are a bit more valuable than customers because they bring their purposes and their commitment. But that view commits us to thinking that their views about value ought to go through the organization. 


And it matters when we think that there might be some important social result that is produced by having organizations that cater to values also with voluntary contributions. The general idea of voluntary contributions might be important to sustain. The particular values might be important. The existence of a society that encourages the development of organizations that allow and encourage individuals to make voluntary contributions might be important. If there were not such channels to sustain these motivations, the motivations might well dry up. Again, this favors the investment view over the customer view; but once again allows us to think that having investors and owners who take an interest in what is produce and how it is produced will benefit the frims.


One of the simplest ways to think about the publicness or charitableness of a particular organization is to see how large charitable contributions and government expenditures loom in the overall financing of the organization. Indeed Burt Weissbrod proposed this as the simplest test of whether an organization should be viewed as a public nonprofit organization.  By this test, we would discover that many nonprofit organizations are not particularly charitable, but many of them are quite public. 


The situation gets a bit more complex when instead of thinking only in terms of financial flows, we think in terms of material flows of resources. That brings in not only in kind contributions, but also voluntary labor. Arguably, an organization is more charitable and more public when it engages these other voluntary contributions as well as money. Indeed, we might think that there is something particularly valuable about volunteer labor since it might have an important effect on the character of social relationships in the society, because it brings together individuals in different venues than they would otherwise have. In a world in which the rich are increasingly separating themselves from the poor in residential areas, it may be that the only way that rich encounter the poor is through voluntary organizations that bring them together. If we think of organizations as important in producing certain kinds of social relationship and social capital, and of building the habits and dispositions that support democratic citizenship, then we might be interested in these aspects of organizations as well.


E. Internal Working Relationships in Governance and Operations


Indeed, this leads us to an additional aspect of organizational form that is worth attending to: the kinds of social relationships that are built within organizations as they govern themselves, and as they operate to mobilize resources, and deploy those resources to achieve particular results. 


Again, it might be useful to start with the private sector model. Governance is narrow, even if ownership is wide. Owners are encouraged to exit more than use voice. Principal owners and their agents are most powerfully represented. Not employees, Not customers, not suppliers. Relationships in production are sustained through financial payments. Working relationships are largely hierarchical.


Consider at the other extreme a political membership organization. Governance is wide. Voice is encouraged. Few paid staff. Organization is established by solidarity and commitment to the mission. Individuals can complain if they don’t seem to be used very well.


Someplace in the middle is a standard nonprofit organization. Tends to follow a board model, but may also have some wider membership structure. Not clear whether a member is a consumer and investor or an employee of the organization. Some paid some volunteer staff. Implicit labor contract that individuals are paid at least in part for their contribution to the mission. This gives them a certain kind of equity in the organization, and with that, certain kinds of governance rights. They expect to be consulted when the purposes of the organization change. They expect to be consulted when the organization of the work is changed, and different kinds of jobs and different kinds of status handed out. 


These aspects of organizational form may matter for the efficiency of the organization in achieving its purposes. Not always true that the corporate model is the most efficient. 


But these aspects of organization may also matter to effects that the organization has on the individuals who join, and these in turn may have important wider effects on the society as a whole. This is one of the principal arguments made by Theda Skocpol and her colleagues as they have looked at national membership organizations.  Individuals are often transformed from passive and disengage to active and engaged. They learn skills. They learn different outlooks. They come to have a different set of relationships as they engage with other groups in civic and political action. This helps to create the political culture that a strong democracy needs. 


So, society as a whole might have an interest in these aspects of internal governance and management quite apart from the effect that they have on the efficiency, effectiveness of the organizations in their stated purposes.  

IV. Application and Summary: A Scheme for Gauging the Public Value of Associations, Organizations, and Other Collective Enterprises.

� In a globalizing world, the degree of disjunction between these ideas has been increasing, with many members of a polity no longer living within the geographic confines of the state, and interacting in an economy and a set of social networks that are increasingly international. Conversely, many individuals who are importantly connected to one another through economic and social relations, no longer belong to the same polity. It is also true that polities have gotten smaller and factionalized as well as widened and internationalized. Thus, there are many living within a polity, an economy, and a society who do not accept the jurisdiction of the polity of which they are apart, and demand lots of protection and autonomy from that larger polity. They may even seek to isolate themselves as much as possible from the society, or the economy of which they are also parts.


� In some cases, businesses have altered some of these basic relationships. They have brought labor onto the board, or given labor an equity position in the company. They have generally drawn the line at bringing consumers on board, though they have spent a great deal of time learning about what customers want, and trying to make themselves responsive. They have listened, but not given them important roles in governance of the enterprise.





� (This has been described by some as a governmental failure, because a gap exists between things that are publicly valuable, and those that government is actually producing. But one could also say that there will always be this gap, and that one of the roles of voluntary organizations has been to fill this gap – not just because government was lazy and unjust, but also because individuals differ from one another on what constitutes an important public purpose, and when they are dissatisfied, they face two alternative choices about how to fix the problem. They can enter the political lists. Or they can enter the civic lists. The difference is that when they enter the public lists, we can be sure that their ideas are tested by the collective through politics. When they enter the civic lists, they have to meet a market and a political test. And that should reassure us a bit that their judgment is not bad with respect to what constitutes an important public purpose. But if they enter with their own assets – as wealthy philanthropists and foundations often do – we can’t be sure that their judgments about the public good are particularly reliable. They may reveal themselves over time to be visionaries, able to show that some neglected purpose or angle of attack on an old problem proved valuable beyond imagination. But they may also reveal themselves to be cranks with quite idiosyncratic visions of what is publicly valuable)





