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Introduction: The Fickle, Uncertain Demand to Improve the Governance and Accountability of the Voluntary Sector Throughout the World

For the most part, in the United States and throughout the world, ordinary citizens and those who govern them do not pay too much attention to the actions of organizations that lie within the voluntary, nonprofit sector. They reserve their limited time, attention, capacity for outrage, and determined efforts to demand increased accountability for the conduct of large private corporations, or governmental agencies. One can offer different plausible explanations of why organizations within the charitable sector usually get a pass.


Reasons for Giving the Sector a Pass


One is that the organizations within the sector are generally too small and insignificant in the overall scheme of things to warrant much detailed attention. Compared with the importance of IBM on one hand, or the Social Security Administration on the other in the United States, or [similar analogy from South Africa, Latin America, or Russia], organizations in the voluntary sector simply do not measure up. What is true at the firm level, is also true at the sector level. Compared with the important role that economic markets on one hand, and politics and government on the other play in shaping the individual and collective life of a liberal society, the role of the voluntary sector seems distinctly secondary. 

A second relates to one of the core definitions of the voluntary, charitable sector. Central to this sector is the idea that it channels and harnesses public spirit – voluntary contributions that individuals and organizations can make to public purposes. Given these noble purposes, it seems wrong to impose too many burdens on the organizations in the sector. It seems ungracious to look a gift horse in the mouth. And, since we need the gifts to sustain some social functions, it is unhelpful as well as wrong to impose too many burdens on those who make voluntary contributions to public purposes.

A third explanation is rooted in a more legalistic and principled idea that sees the voluntary sector not through the lens of a kind of social utilitarianism that asks what good the voluntary sector can do for society, and what conditions will cause it to produce the most social good, but instead through the lens of constitutional rights. On this view, the voluntary sector does not exist to solve particular social problems; it emerges from choices that individuals make about how to use constitutionally protected rights. If they have a right to hold and spend personal wealth, then one of the things they can choose to do with their personal wealth is to contribute it to social causes that concern them. If they have a right to speak and to associate to advance social purposes, then one of the things they can do is form civic groups to accomplish public purposes, or advocacy groups to press their concerns in public forums. If the voluntary sector emerges from the collective expression of individually held rights, then one might conclude that society should not look too closely at the actions in the voluntary sector lest that scrutiny interfere with the expression of constitutionally protected rights. 

Intermittent Triggers For Reform


Any one of these three accounts – that the sector is too small to matter, that it would be ungracious as well as unhelpful to look a gift horse in the mouth, or that the sector exists as an expression of constitutionally protected rights – could explain why societies do not usually pay close attention to, and demand accountability from the voluntary sector. Yet, while it is generally true that societies throughout the world, and world society in general pays less attention to the voluntary associations than to businesses and governments, there are moments when the actions of the voluntary sector has become the focus of intense scrutiny, and deep questions are raised about how society as a whole ought to structure its relationship to these organizations and enterprises.

One reliable trigger for public concern is simply scandal. Someone discovers that a charitable organization has diverted funds that should have been helping the poor to cosset the rich. Or, lies have been told about the purposes, activities and accomplishments of the organization in the solicitation of funds. Or, management has become so lax that no accounting can be given of how significant assets controlled by an organization were used, or to what effect, and that the future of a once promising organization is now highly uncertain. If a pattern of such scandals emerges – if enough are uncovered within a short period of time, in key organizations, in organizations that were thought to be strong and honest – then calls for reform will emerge. The calls for reform will be supercharged by the special outrage associated with the hypocrisy of any scent of hypocrisy of those who claim to act for the good and do the bad. The focus will be on actions designed to punish the malfeasants, eliminate the scandals, and expose the hypocrisy.


A less reliable but potentially more useful cause of public concern is a growing sense of missed opportunities resulting from mediocre performance. These concerns usually arise when a society begins to notice the quantity of economic assets mobilized by, held within, and deployed through the concrete operations of voluntary organizations, and begins to wonder what it is getting out of all this effort. These questions become particularly sharp not only when the sector is revealed to be unexpectedly large and growing, but also when societies realize that they have granted special privileges to these organizations primarily in the form of tax exemptions, or special financial grants that give such organizations wide discretion in terms of what they do with public funds. With tax exemptions and government grants supporting these organizations, they suddenly seem less private, independent and charitable, and more public and accountable to the society as a whole. If society is spending its money – if society is giving up the right to tax the wealth and income of these organizations, and if society is making open-ended grants to the organizations – it seems that society might have both the right and the obligation to satisfy itself that the private choices made to spend this money meet some reasonable test of public value creation. These concerns about the overall efficiency and effectiveness of the sector in its use of scarce economic resources also become important when there is lots of anecdotal evidence around suggesting high degrees of inefficiency – when it is clear that the Boards of nonprofits do not govern very actively, when the nonprofit world is filled with many small scale operations that are not able to take advantage of economies of scale, when some of the purposes being pursued by nonprofit organizations seem a bit absurd, and we discover that it is easier to raise funds for homeless cats and dogs than for homeless individuals. And they become important when societies throughout the world increasingly look to these organizations for solutions to problems that are not being well handled by either the market or the government.

A third occasion for concern that is less common but particularly powerful when it appears is when it seems that the voluntary sector has accumulated some significant hidden, economic and political power that is being used for unknown and potentially nefarious purposes. This concern can arise when we finally take note of the economic size and weight of the voluntary sector. It is always true, of course, that economic power can be translated into effective political power and even moral influence. Political support and enthusiasm can be bought as well as earned through the advocacy of a righteous cause. But the concern also arises when organizations within the voluntary sector become social, political, and moral forces as well as economic actors. When “three kooks and a fax machine” can use the extraordinary mobilizing powers of the internet to create a political campaign that stops a large economic development project, when a humanitarian organization can buttress the weak formal powers of an international court to call an international war criminal to account, when a radical religious movement that seeks to change the moral values of the world through terrorist tactics, the actions of voluntary sector organizations draw attention to themselves. Those who become the targets of this advocacy action wonder what legitimates such attacks? To what extent should they respond to the articulated claims? Who will protect them from these claims if they are illegitimate?


Today’s Perfect Storm


The world today faces a perfect storm that aligns these three different sources of concern about the voluntary sector. We have had scandal aplenty. We see evidence all around of both market and government failure, and mediocrity in the way that organizations within the voluntary sector are trying to fill the gaps. And, while we may be glad that some particular values that we hold dear and are being neglected in the world are finally being championed by independent voluntary organizations, we are equally distressed that other values that are anathema to us are also being pressed, and we wonder what it is that gives these deluded individuals the right to make influential claims on behalf of wrong-headed notions of the good and the just. We long to get the bad guys under control as well as the good guys victorious in these social, political and moral struggles.

A Rhetorical Path Forward: Improving the Governance and Accountability of the Voluntary Sector and the Organizations that Comprise the Sector


One important path that this storm takes, then, is one that is described as “improving the governance and accountability of the voluntary sector.” Such a locution offers a nice frame for making progress. It assumes that the solution to the problems of corruption, inefficiency, and illegitimacy in the voluntary sector can be solved by finding improved institutional mechanisms for improving the governance and accountability of both the organizations and associations within the sector, as well as the sector as a whole in its relationship to the wider society. And that sounds like a technical problem in institutional design – not a substantive problem that would require us to agree with one another about what we really want from the voluntary sector, and what rights and privileges we want to grant it as either a matter of right, or as a matter of practical utility. It sounds at once a universally attractive goal (who can be against improved governance and accountability) as well as something that can be defined relatively objectively and technically (it is about institutional design, not substantive purpose; there are experts who know about how to structure things to get improved governance and accountability that can produce a wholesale rather than retail solution to the problem.) If we get the structures of governance and accountability right, we can strike the right balance between between allowing the voluntary sector to be independent, to take initiative, and to do its own thing, while ensuring that it is operating efficiently, effectively, and legitimately in the public interest. We do not have to oversee and regulate; the system will be self-enforcing. It is a nice vision.


Why the Path is a Rocky and Steep One, And Why Sprints Can’t do the Job


Unfortunately, we have a long way to go before we see our way to the realization of this ambition. What starts off looking like a simple subject – how to improve the governance and accountability organizations within the voluntary sector, and the sector as a whole in the interests of improving the honesty, efficiency, effectiveness, and legitimacy – turns out to be a complex subject that is both conceptually difficult to frame, and empirically difficult to handle. The fact that the policy world wants to take on this issue as though it were simple in quick bursts of reform makes it very hard to make either intellectual or practical progress in actually figuring out what to do. Nonetheless, that is the purpose of this book: to push ahead doggedly at the intellectual frontiers of our thoughts about the governance and accountability of the voluntary sector in hopes that we begin to make better practical judgments about how to use the idea and mechanisms of governance and accountability to do the work we hope they will do: namely, to create the conditions under which the voluntary sector can perform both better and more legitimately. 
The Organizations of the Voluntary Sector


To see why the path is both rocky and steep, it is useful to start with some concrete images of the organizations whose governance and accountability are the focus or our concern, and to think a bit about the stakes that society has in the conduct and performance of such organizations. Here are some key organizations to have in mind:


Rosie’s Place


The American Red Cross


The United Way


Alcoholics Anonymous


The United States Tennis Association


The Association of Retired People


The NAACP


The Willowbrook Church

The Sierra Club or the National Rifle Association


The League of Women Voters


Oxfam or CARE

Save The Children or That German Organization that Creates Children’s Communities


BRAC


Greenpeace or Medecin Sans Frontiers


We have chosen this particular list of organizations to make a fundamental point that will shape our discussion of how to improve the governance and accountability of the voluntary sector in the pages to come: namely, that the voluntary sector consists of a wildly heterogeneous group of organizations. They are heterogenous on many different dimensions: the fields in which they are operating, the purposes they are trying to accomplish, the activities in which they are engaged, their sources of financing, the functions they are designed to serve when viewed at both the individual and social level. 


Given the heterogeneity, we cannot assume (as we might be able to in the private sector) that there is one good model for the governance of such a diverse set of organizations. Indeed, it seems quite likely that the opposite is true. Given the diversity of the organizations, and the many different kinds of functions these organizations perform for the individuals who associate themselves with the operations as donors, or members or leaders, or beneficiaries of the enterprises, and the societies in which they operate and whose conditions they seek to influence, it seems likely that many different kinds of firm level governance structures could exist and be optimal for ensuring the integrity, accountability and performance of the organizations. Some such as the American Red Cross may want to create the kind of disciplined corporate board that can ensure quality and efficiency in its efforts to ensure an adequate supply of safe blood products throughout the world. Others, such as the Sierra Club, may want to create a much looser, more democratic structure and process of governance that allows them to become a kind of political movement that trains individuals to be leaders for environmental causes throughout the United States. Still others such as Alcoholics Anonymous may dispense with formal governing structures altogether, and exist simply as a group of people who meet in church basements to help one another out in their quest for sobriety.


There are many different ways to cope with this heterogeneity. But for our purposes – to think about how to construct the governance and accountability systems that can establish appropriate rights and responsibilities for such organizations, and guide them towards high level performance for the individuals who rely on them in some way, and for the societies’ that tolerate or encourage them to exist – it is useful to sort the organizations along two important dimensions.


One dimension focuses on what might be described as the overall social function of the organization. That function can be observed from the point of view of the individuals who contribute to, participate in, or benefit from the existence of the organization, and its activities, and in doing so, determine the size and scale of the organizations. But the function can also be observed from a wider social perspective that focuses not only on what the organizations do to, or for, or with individuals in the society, but also the ways in which each kind of organization, and all of the kinds of organizations together, help to shape the overall quality of individual and collective life in a given society. 


Service Organizations


One imperfect but useful way of sorting the organizations as to function would divide them into three or perhaps four broad categories of function. One important function could be viewed as a charitable or more broadly a service function. This would include most obviously Rosie’s place, and the American Red Cross and the United Way. These organizations differ a bit from one another in that Rosie’s place is focused primarily on delivering services to a the homeless poor, while the United Way is primarily interested in mobilizing charitable resources to be distributed to a variety of social service organizations. But Rosie’s Place has its own fund-raising efforts, and to that degree participates both in the mobilization of charitable resources for the poor, and in the deployment of those resources to serve the needs of the poor. For its part, the United Way is playing an increasingly important role not only in raising funds, but also in giving them out to charitable service delivery organizations in ways that are designed to improve the overall performance of a system of charitable organizations by ensuring that the organizations that get the money are competent, and that they are focused on what the United Way considers to be the most important social problems facing a given community, and that the organizations are well-coordinated in their joint efforts to deal with a given problematic condition. 

We did not put on our list organizations such as nonprofit legal service organizations, or museums and symphony orchestras, or charter schools, or nonprofit health clinics. But these, too, could be viewed primarily as service delivery organizations concerned with producing goods and services that meet social needs, relying to varying degrees on both charitable and government contributions of various kinds to pursue their social goals. The social goals are to advance social purposes by mobilizing voluntary contributions to those purposes. But not all are focused directly on serving the poor. Some serve middle class and even wealth individuals more than the poor.

Self Help/Mutual Benefit Organizations

A second class of associations and organizations could be viewed as self help or mutual benefit organizations such as  Alcoholics Anonymous or the United States Tennis Association. These organizations are often interested in mobilizing resources to deliver a service to someone. But instead of delivering a service to someone outside the boundary of the organization as charitable organizations (or for that matter, commercial for profit companies do), the individuals to whom services are delivered are inside the boundary of the firm. They are not just consumers of a service produced; they invest in the creation of the organization, and are often the producers as well as the consumers of the service. The boundary between the owner, the worker, and the consumer is blurred. The same person is often all of these things. And they participate in the life of the organization in all of these roles, switching almost seamlessly from one to another. Often as a consequence of this, the governance structures and processes combine the various roles. One is a member of the association. One pays one’s dues, as well as fees for special services. One participates in the governance of the organization as wells benefits from the services provided. One plays an important role in delivering the services that other individuals are counting on getting from the organization. 
Identity Oganizations

A third class of organizations cold be described as identity creating/reaffirming/ expressing organizations. This includes organizations such as ____________. Often these organizations have important service delivery, and self help functions to perform for their members (more on this below) as well as the important functions of affirming identity. But precisely because their organizations are organized around cultural identities, they both reflect and help to sustain an individual’s sense of identity. They help individuals know who they are, who are similarly situated in life, who want to live the same way, and so on. 

Political Organizations

Civic Organizations 

Table 1 takes our original list and sorts the different kinds of organizations mentioned among these categories, and adds other organizations to the mix just so that one can see the full variety of critters that are herded together under the umbrella of voluntary, nonprofit organizations in the United States and around the world. 

While this matrix is helpful, it is also deceptive and distorting. The reason is that none of these organizations is a pure case of one kind of only one kind of function. To survive, organizations often blend these different activities together with more or less emphasis given to one function or another. That seems to be a necessary condition for holding the organizations together and growing them. It also seems to be a natural choice for organizations to make simply because there are probably economies of scope in performing the different functions. Those who lead and manage these organizations will always find good reasons for creating a blend of the different functions. 

Table 2 takes the matrix and softens the boundaries by representing the organizations as blobs in a space of different kinds of functions they are performing. This is a more accurate picture of the reality. 
Two important consequences flow from this brief introduction to the variety of organizations and associations in the voluntary sector. First, it is unlikely that the same governance structures and processes will work equally well for all the different kinds of organizations. Second, if we want to assign different social value to the different kinds of organizations and give them different kinds of rights and responsibilities at the social level, we will face a problem in developing a coherent and precise regulator scheme, because too many organizations will be imperfect combinations of different functions. Third, which functions any particular organization will choose to perform in what combination will itself be decided by governance at the firm level. So, once a particular governance structure and process is chosen at the individual firm level – once an organization constitutes itself as an organization with a firm level structure and process of governing, a certain amount of discretion is simultaneously lost from the wider society and gained by the firm. The firm can now shape its own destiny in light of its own emergent understanding of the possibilities it faces. 

The second key dimension distinguishing among these organizations is whether they operate wholly within a single political jurisdiction, or operate across significant political boundaries. This is important because public polices differ from one place to another. Everything has to exist some place of course. And so each organization has to have a home in some concrete political regime. But it can choose to operate across boundaries, and try to produce effects beyond boundaries. It can also create branches in different political settings. The social level governance of organizations that cross political boundaries and try to act globally is complicated by the fact that there is no international government. Thus, no body that can set up authoritative structures of governance shaping the accountability and governance of organizations at the firm level. The firm level governance of such enterprises may be complicated by the fact that they want to have local chapters, but the local chapters may have very different ideas and purposes than the overall organization. 
What Societies Might Want from Voluntary Sector Organizations: What Consstitutes Good Perfformance of the Secstor and the Firms Within it

How the World Looks to Those Who Create and Manage NP Organizations: 

What Creates Their Authorizing Environment



The natural demand for accountability

Legal Structures that Shape those Demands Privileging and Amplifying v. Dampening

Moral Conceptions of Legitimacy 

What Creates the Firm/What are the Structures and Processes of Firm Level Governance

How Does the Firm Choose to Manage/Create its Accountability Processes?

The Relationship Between the Ideas of Governance and Accountability on one Hand and Performance of the Sector and Organizations Together

What we Talk about When We Talk About the Governance and Accountability of the NPS and What We Tend to Say 

The Challenge Before Us 


The subject is hard because it is multiple subjects, addressed at several different levels of analysis. To understand why this is so, we have to step back for a minute and think about all the terrain that might be included in a serious intellectual and policy inquiry into the subject of improving the governance and accountability of the voluntary nonprofit sector. 

The Idea of Governance and Accountability


Let’s begin with some simple ideas of what we might mean by the governance and accountability of the nonprofit sector. Most people, when they first think about this subject, tend to focus on what we would like to describe as “firm-level” governance issues. They focus their attention on the governing boards of nonprofit organizations. They ask questions about the ideal structure for such boards. They explore the behavior of existing boards and what could be done to improve them in the performance of their duties. And so on. 

Let me try to name the different subjects that might be included in this domain, and what the relationship among them might be so that we can see why the problem is hard. Start with the smallest, most concrete, and most particular – reach out to the wider and more abstract.

Subject #1: Governance and Accountability Practices at the Firm Level


Choices to be made about governance structures and processes.


Might be different for different kinds of organizations (production and political and mutual benefit)


Accountability relations within the firm


Accountability relations with external stakeholders


The Legal ideals and the practical problems: 

Subject #2: But The Firm is No Longer Quite so Unified


Multi-governed organizations. Strengths and weaknesses.

Subject #3: And The Firm is now increasingly tied to other firms and new demands for accountability, and the way that the firm responds to this is part of the governance challenges
Subject #4: The Society that Can Demand and Structure Accountability is Less Clear


National governments and public policies can do this. Laws provide both obligations and protections. 


But increasingly nonprofits are acting in the lawless domain of the international sphere. Domestic laws cannot protect them. They may also not be able to control them. Only normative conventions of certain kinds can. What is it that creates these conventions and gives them force.

Subject#5: Is there something special about voluntary sector organizations that conditions the way they govern themselves, or demands particular respect, or from which other organizations can learn? Is this a different model for organizing collective action, and if so, what kind of recognition do we want to give it in our minds and in our policies? What particularly valuable features should be protected? What common lapses must be guarded against. 


In this book, we take stabs at these different issues. We are groping towards a framework that can help us understand the subject, and use our understanding of the subject to serve practical ends. But there is a long way to go.

Often that energy is channeled along particular substantive lines. We are suddenly concerned about the governance and accountability of the health sector, or the education sector, or the legal profession, or the organizations that solicit charitable contributions by phone. But sometimes it is focused on the sector as a whole.


It seems that we are currently in the midst of one of those periods in which questions are being raised about the legitimacy and performance of organizations within the voluntary sector, and the sector as a whole. Over the last few years, the general willingness of societies throughout the world to give the voluntary sector a pass has shifted to more skepticism about the legitimacy and performance of the sector, and a search for public policies that could enhance the performance of the sector, and the organizations within it, and increase their legitimacy and standing. Or, if not increase their legitimacy and standing, at least restore it to the standing the organizations and the sector once enjoyed. 

The sector’s declining status may be a part of a general trend in society towards increasing distrust of all institutions. But in the midst of this general decline, there have been specific incidents, and specific lines of criticism, that have brought the problems of this sector to the foreground. 

