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The basic ingredients of a regulatory regime include a set of purposes to be pursued on one hand, and a set of instruments to be deployed on the other. 
I. Different Purposes: Achieving Social Purposes and Assuring Right Relationships


When we think about the purposes of a regulatory regime for the voluntary sector, we are inclined to think largely in social utilitarian terms: we imagine that there is some socially constructed goal that is to be achieved, and the success of the regulatory regime is measured by the degree to which it helps achieve those desired results. The desired results are often conceptualized as the achievement of some social welfare goal – e.g. increased efficiency in the overall performance of the society in meeting either individually or collectively defined needs. 


A different way to think about the goals of a regulatory regime would be to focus less attention on the achievement of particular welfare goals, and more attention on the creation of “right relationships” between the organizations of the voluntary sector on one hand, and their various stakeholders (including the government) on the other. The society could be interested in getting these relationships structured appropriately for one of two different reasons. On one hand, it could conclude ensuring these right relationships – guaranteeing that the various parties enjoyed the rights and lived up to the responsibilities they had to one another – was its only real, justifiable interest in using the assets of the state to regulate the voluntary sector. On the other, it could conclude that by ensuring these right relationships, voluntary associations would find themselves operating in a particular structure of accountability that would cause them to make the largest possible contribution they could to social welfare.
II. The Instruments of Regulation: Direct Substantive Regulation v. Structuring the Natural Demand for Accountability


Thinking about the goals of regulation in this particular way also tends to change our views about the instruments of state regulation, and to widen our understanding of how the state might act to regulate the voluntary sector. Specifically, one might begin the discussion of state regulation not with state purposes and state regulators, but instead with what one could call the natural demand for accountability from voluntary organizations. The idea here is that all voluntary and nonprofit organizations have both external and internal stakeholders that have an interest in what the organizations do, and that seek to influence the conduct of the organization by demanding some kind of accountability to them. They can make their claims felt inside the organization partly by making moral claims about why their purposes ought as a matter of morality be taken seriously by the organization, and partly by making their support for the organizational conditional on the degree to which the organization responds to their interests. These powers to make claims on the organization, to call it to account, create the structure of accountability to which the governance of the organization has to respond. It has to consider the moral and practical consequences of moving in one direction rather than another.


One of the important ways that the state can “regulate” the voluntary sector, then, is not to do so directly, but instead indirectly by shaping the claims of this natural demand for accountability. It does so in the first instance by giving some organizational stakeholders legal standing and grounds for pressing a legal suit against the organization. It does so in the second instance by requiring organizations to provide certain kinds of information about itself and its operations that will allow those who want to make claims against the organization on moral, practical, or legal grounds to be more effective in doing so. It does so in the third instance by trying to directly influence the governing structures and processes of voluntary organizations in ways that will cause the organization to choose the right goals and the right means without further altering either the structure of accountability within which the organization sits.


Each of these approaches that focus on structuring the relationship of the organization to its stakeholders differs from the idea of direct regulation by government for the achievement of collectively established state purposes. Thus, we see that the state shows up as a regulator of the voluntary sector not only in its guise as a direct regulator, but as a kind of referee that shapes the privately motivated “regulation” that comes from the organizational stakeholders who could like to call the organization to account. In principle, this second kind of indirect regulation of the voluntary sector might be as important in assuring the performance of the sector as the direct regulation that captures more of our attention.
III. Evaluating the Effects of a Regulatory Regime: Efficiency and Justice 


It also reminds us that in setting up the regulatory regimes, we are often as interested in protecting the rights and interests of organizational stakeholders as we are in achieving particular social results, and that these regimes can be evaluated in terms of their justice as well as their efficiency. When, for example we take from donors and clients of charitable organizations the right to sue, we have an important effect on whose preferences will be important in guiding the organization in the future, which, in turn, affects our ideas of whether the organization is behaving justly or efficiently and effectively. When we require organizations to report about their performance in particular categories, we strengthen the hand of some stakeholders to press their claims against the organization with implications for both the degree to which the organizations can be said to be performing both efficiently and justly. When we require organizations to set up their governing structures and processes in particular ways, we shape the ways in which organizations balance their accountability to external and internal stakeholders, and with that, the efficiency and justice of their performance. Our stakes in the justice and fairness of these relationships we create can often be as important as the behavioral impact they have on the organizations, and the implications for the efficient satisfaction of different kinds of social aspirations.
